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Nursing Facility Case-Mix Reimbursement – Study 

Executive Summary 

Iowa Medicaid was directed by the 2021 Iowa Legislature to evaluate the technical 
aspects of the case-mix reimbursement system and rebasing processes. A workgroup 
was established in July 2021 to review existing processes and identify mechanisms to 
reduce or eliminate retrospective payments during the bi-annual nursing facility rebasing 
process. Payment rates are specific to each of the approximately 430 nursing facilities 
in the state. Costs from individual facility cost reports are separated into two 
components, direct care, acuity adjusted quarterly, and non-direct care.  Direct care 
costs are the salaries and benefits paid to nursing staff.  Non-direct care costs are 
composed of administrative, environmental, property and support. 
 
This report reviews each of the technical components of nursing facility reimbursement 
process. The workgroup identified and evaluated pros and cons associated with each of 
these components. That information was utilized to develop comprehensive 
recommendations to improve the nursing facility rate setting and payment process. 
 
The budget neutral recommendations in this report will help to modernize the case-mix 
reimbursement system and increase efficiencies in the rebasing processes. These 
recommendations will assist in stabilizing swings in nursing facility rates and 
significantly reduce impacts of retrospective rates. Primary recommendations include: 

• Update rates semi-annually using a day weighted average Medicaid case-mix 
index (CMI) to be effective July 1, 2023.  

• Iowa Medicaid issuance of rates prior to the State Plan Amendment (SPA) 
approval by the Centers for Medicare and Medicaid Services (CMS) as directed 
by the Iowa Legislature. 

• Iowa Medicaid issuance of rates as review of cost reports for individual providers 
are completed instead of waiting for all cost report reviews to be completed. 

 
Legislative action in the 2022 general session is needed for these recommendations to 
be implemented during the July 1, 2023, nursing facility rebasing process. Legislative 
action directing Iowa Medicaid to release nursing facility rates prior to CMS approval 
would assist in reducing retrospective nursing facility rates. Additionally, legislative 
modifications to reflect a semi-annual rate adjustment in lieu of quarterly rate 
adjustments will assist in modernizing rate development processes and stabilizing 
nursing facility rates.  

Overview  

The 2021 Iowa Legislature requested a study and recommendations regarding nursing 
facility case-mix reimbursement. The following language from the 2021 DHS 
Appropriations Bill outlines the request: 
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“The department of human services shall convene a workgroup including 
representatives of nursing facilities, managed care organizations, and other 
appropriate stakeholders to review the case-mix reimbursement methodology 
and process for nursing facilities, including but not limited to rebasing, the use of 
cost reports, and the application of quarterly case-mix index adjustments, and 
shall submit recommendations to the governor and the general assembly by 
December 1, 2021, for improvements including those related to the methodology, 
the process, the use of prospective payments, and the applicable time frames to 
increase efficiencies and accuracy in the determination of reimbursements, 
reduce duplication of effort, more adequately reflect the actual costs of care, 
address changes in patient acuity levels without reliance on retroactive rate 
adjustments, and incentivize quality outcomes.” 

 
This report details the evaluation conducted by the established workgroup, identifies 
areas of consensus and dissent, and provides recommendations related to nursing 
facility rebasing and rate setting.    

Background 

It has been two decades since core processes associated with rebasing; specifically, 
case-mix calculations have been reviewed. Utilization of a two-year cycle of rebasing is 
a process that was implemented in 2001.  
 
The current process for nursing facility case-mix review and rate setting occurs on a 
two-year cycle. Timing associated with cost report reviews, legislative budget cycles, 
and CMS approval processes, have led to retrospective rebasing rates in the first six to 
nine months of this process with the remaining 18 months being prospective. Effective 
July 1, 2019, Iowa Medicaid made an adjustment to the schedule for which case mix 
indices are used to allow for prospective rate notifications to providers and the Managed 
Care Organizations (MCOs). This allows for prospective rates for periods after the SPA 
approval has been received, approximately six of the eight quarterly rate adjustments 
during the two-year cycle. The retrospective nature of the remaining two quarterly rate 
calculations requires providers and MCOs to reconcile rates during this period. This 
reconciliation is administratively burdensome for both providers and MCOs requiring 
rate changes, re-submission of claims, and re-processing of claims.  
 
The six to nine months of retrospective rate adjustments occurs when new funding is 
appropriated by the state legislature. With every funding allocation, an inflation factor is 
established to allocate funding to nursing facilities. The inflation factor has to be 
specified in Medicaid’s State Plan which has been approved by CMS. Any changes to a 
State Plan require a SPA be submitted for approval by CMS. CMS review and 
approvals of SPA changes are time consuming and include periods for public comment, 
clarifications regarding SPA submissions, and CMS processing time. The entire SPA 
process takes approximately six months to complete. (See Appendix 2 – Timelines 
Reviewed During Process Evaluation, Current Process July 2023 Rebase for a timeline 
example of rebasing using current processes.)  
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The current processes related to nursing facility rebasing and rate setting have led to a 
need to evaluate the process. Medicaid has made strides to modernize operations with 
updated technology and evidence-based practice since the current rate setting process 
was established 20 years ago. The workgroup was tasked with building consensus 
while identifying efficiencies to improve the rebasing and rate setting process. The 
primary goals of the workgroup were to identify modifications to reduce retrospective 
rate setting, administrative burden, and stakeholder abrasion.  

Study Methodology 

Iowa Medicaid was tasked with conducting a study and provide recommendations 
related to nursing facility case-mix reimbursement. The legislation required engagement 
of “representatives of nursing facilities, managed care organizations, and other 
appropriate stakeholders.” Iowa Medicaid requested representation from: Iowa Health 
Care Association, LeadingAge Iowa, Amerigroup, and Iowa Total Care to participate in 
a workgroup to review nursing facility reimbursement processes. (See Appendix 1 for 
workgroup membership of the Process Evaluation, Planning and Report Development 
Workgroup or “workgroup”.)  
 
The workgroup met every two weeks starting July 29, 2021, through November 4, 2021, 
to evaluate the technical components of the nursing facility reimbursement process. 
These individuals provided unique perspective on the impacts each component of the 
reimbursement processes has on their respective constituency. The workgroup was 
able to provide pros and cons for each potential change to the process. The workgroup 
evaluated each of the components to establish consensus for developing 
recommendations for change. 
 
The workgroup reviewed detailed data exploring the impact of using day weighted 
average case-mix data verses point in time case-mix data. A small team of the 
workgroup (See Appendix 1 for membership list) was established to review historical 
case-mix data to determine impacts of utilizing each approach.  
 
In addition to the Process Evaluation, Planning and Report Development Workgroup, a 
larger group of stakeholders was identified to be briefed on the findings of the report. 
(See Appendix 1 for membership list.) While the constituency group may not have a 
vested interested in the technical components of nursing facility case-mix rate process, 
this group does have a vested interest in nursing facilities rates and quality initiatives. 
An understanding of the technical aspects of rate setting and rebasing processes may 
provide stakeholders information that will help support implementation of incentivized 
payments and quality initiatives in the future.  

Acuity Considerations 

Rebasing and Case-mix Methodology 

Rebase 
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Nursing facilities are reimbursed under a modified price-based case-mix system.  
Payment rates are specific to each of the approximately 430 nursing facilities in the 
state.  Cost data is submitted to the Department on an annual basis.  The data is 
reviewed to determine the amount of costs that are allowable for reimbursement.  Costs 
are separated into two components, direct care and non-direct care.  Direct care costs 
are the salaries and benefits paid to nursing staff.  Non-direct care costs are composed 
of administrative, environmental, property and support.  Every two years, 
reimbursement rates are updated to use more current cost data, or rebased.  Rebase 
cost reports are from a nursing facility’s fiscal year end during an even numbered year 
(2016, 2018) and is effective the following July 1 of the State’s fiscal year (July 1, 2017, 
July 1, 2019).  Each quarter during the two-year period, rates are adjusted to reflect the 
facility’s Medicaid CMI.  CMI is an average of numerical weights assigned each resident 
based on the minimum data set (MDS), a federal required resident assessment tool. 
 
The MDS is part of a federally mandated process for clinical assessment of all residents 
in Medicaid certified nursing homes. This process entails a comprehensive, 
standardized assessment of each resident’s functional capabilities and health needs. 
MDS assessments are completed for all residents in certified nursing homes, regardless 
of source of payment for the individual resident. MDS assessments are completed per 
CMS required timelines. The MDS is used to develop the case-mix index. 
 
The CMI is a relative weight assigned to a diagnosis-related group of patients in a 
medical care environment. The CMI value is used in determining the allocation of 
resources to care for and/or treat the patients in the group. CMI Weight or numeric 
score assigned to each group reflects the relative resources predicted to provide care to 
a resident. The higher the CMI score assigned to each Resource Utilization Group 
(RUG), the greater the resource requirements for the resident. Case-mix generally 
refers to the measure of patient’s condition and care needs; it thus largely defines a 
nursing home’s “product” and can significantly affect costs, particularly nursing staff 
costs.  
 
The workgroup reviewed two mechanisms for applying case-mix indexes. The first is 
using a point in time which is the current methodology used in rebasing. This process 
uses the most current MDS on file (as of the last day of the quarter). The second 
process evaluated was use of a day weighted average. The day weighted average 
takes the number of days in the quarter times the CMI from each assessment 
completed during the 90-day period (days x active MDS for any given period). The 
workgroup explored pros and cons for each option.  
 

Point in time  
• Pros 

o Case-mix information uses the most current needs of the resident to 
calculate the rate.  

o Calculations used to determine the rates are more simplified. 
o Status quo to current process.  
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• Cons 
o This process doesn’t reflect the needs of the resident over the course 

of the whole quarter.  
o This process does not reflect the overall acuity of residents. The longer 

periods between acuity adjustments the more variation in the data.  
o Only the most recent MDS assessment is considered.  

  
  
Day Weighted Average 

• Pros 
o Reflects the overall needs of the resident throughout the whole quarter.  
o Takes into account all residents within a facility in a given quarter. It 

will capture the CMI of residents that may have discharged during the 
quarter as well.  

o This process could account for acuity for all residents over a longer 
rate setting period.  

• Cons  
o More calculations required than the point in time process. 

  
During discussion the workgroup identified utilization of point in time MDS reports could 
remain on a quarterly rate setting cycle. If day weighted averages were utilized, all 
periods, including longer rate cycles (semi-annual or annual) could be used.  
 

Timeframes of Case-mix Usage  

The duration of time over which case-mix data are reviewed impacts the overall case-
mix process. The workgroup reviewed the pros and cons of calculating rates using 
quarterly, semi-annual, and annual timeframes. These timeframes are important to 
reconcile the needs of residents to the payments provided to nursing facilities. Any 
changes to the timeframe may necessitate updates to Iowa Code, Iowa Administrative 
Rules, or the Medicaid State Plan. The following outlines pros and cons for reviews on a 
quarterly, semi-annual, and annual basis.  
 
Quarterly (Current Process) 

• Pros 
o Closest nexus between current data and rate development. 
o Matches up with the 90-day reporting requirements for the MDS. 

 
• Cons 

o Most administratively burdensome as rate calculations occur four times 
per year. 

o In the past has required MCOs to retroactively upload rates and may 
require reprocessing of provider claims. 

 
Semi-annual 

• Pros 
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o Creates more financial predictability and planning for providers due to a 
longer rate setting period.  

o Decreases administrative burden 
o Reduces opportunities for rate entry errors 

 
• Cons 

o May require MCOs to still retroactively upload and reprocess claims 
timely. 

o Less timely record of resident’s needs. 
o If needs are not captured timely, rates are not reflective of costs of care. 

 
Annual 

• Pros 
o Least administratively burdensome on all parties  
o for the most financial predictability and planning for providers due to 

longer rate setting period.  
o Reduces opportunities for rate entry errors 

• Cons 
o May require MCOs to still retroactively upload and reprocess claims 

timely. 
o Creates largest gap between resident acuity changes and rate setting.  
o Loss of ability to ensure rate reimbursement is accurate to capture the ups 

and downs of overall health of residents.  
o Largest departure from current processes.  

  

Changes in Acuity Levels-Modeling 

The process by which case-mix data is compiled (point in time vs. day weighted 
average) and rate review timeframes impact at what level acuity changes are reflected 
in rates. Current rebasing processes use point in time case-mix index data. The 
workgroup identified the need to examine impacts of using a case-mix day weighted 
average. The day weighted average uses the MDS and number of days in the review 
period (quarter, semi-annual, or annual period) to establish the score. The day weighted 
average encompasses acuity over the course of the review period, not just at a single 
point of time. It is anticipated to be budget neutral regardless of use of point in time or 
day weighted average. The workgroup reviewed data to determine if there were 
unintended consequences or disproportionate impacts on various providers.  
 

In 2001 Iowa introduced case-mix weights into the nursing facility reimbursement 
calculations. At this time, case-mix was just beginning to make its way into 
reimbursement methodologies with other states. The technology to download 
information from the MDS and create a RUG was also new. Using a point in time 
snapshot of MDS data was less complicated and more accurate than capturing all MDS 
information for a quarter and creating a day weighted average of all of the case-mix for 
individuals. 
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Over time, the data needed and formulas to create day weighted averages have 
become more commonplace. The workgroup discussed and recognized that a day 
weighted average gives a better picture of the residents need over a specified period of 
time.  A day weighted average would also allow for longer periods of time between rate 
calculations while continuing to capture the acuity of residents. 
 
 

Timing Considerations 

Process 

A goal of this workgroup was to review the rebasing and rate setting processes and to 
limit or eliminate retroactive payment processes when new rates are implemented at the 
beginning of the rebasing cycle. Other key factors that impact the rebasing process 
include CMS approval of the inflation factor through a SPA, cost report period used for 
rebasing, and the effective date of rates.  
 
At the beginning of each two-year rebasing cycle, the cost, census and case-mix data 
are used to establish a permissible inflation adjustment to be applied to nursing facility 
costs. Nursing facility reimbursement rates are a sum of the direct care component and 
non-direct care component. The average rates of all facilities are used to calculate 
estimated expenditures for the fiscal year. The estimated expenditures are compared to 
a legislatively appropriated cap. Inflation is applied to costs to ensure that expenditures 
do not exceed appropriations. If expenditures are projected to be greater than the 
appropriated cap, inflation is adjusted downward.  
 
This inflation factor calculation must be submitted in a SPA to CMS for approval. The 
SPA process takes approximately six months to complete. Iowa Medicaid typically does 
not release the nursing facility rates until the SPA is approved by CMS. This CMS 
approval process is a contributing factor to the delay in rate releases that result in 
retroactive payment processes between MCOs and providers. (See Appendix 2 – 
Timelines Reviewed During Process Evaluation for examples.)  
 
The workgroup reviewed pros and cons associated with modifications to the rebasing 
period. The workgroup evaluated use of cost reports for rebasing on a calendar year 
(current process) or reaching back an additional six months to evaluate use of cost 
reports ending on a June 30 time period. Calculation of the first facility rebase rates are 
dependent on Iowa Medicaid review of cost report data. Multiple factors impact 
implementation timing of rebase. For example, rebase cost report due dates and Iowa 
Medicaid review process including inquiries to providers to verify data accuracy have 
historically delayed rate implementation effective July 1.  
 

• Pros and cons of cost reports with year ends during the previous calendar year   
o Pros 

▪ Status Quo 
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▪ Data closest to effective date (6 months old-based on current 
processes) 

▪ Minimizes the effect of inflation 
o Cons 

▪ Can’t use actual data for modeling and appropriation purposes 
▪ Due date and Iowa Medicaid review time (use Medicare cost 

reports) 
▪ Problematic to implementation of current effective dates for rebase 
▪ Need to wait for SPA processes (CMS approval)  

 
 

• Pros and Cons of year ends during an alternative period (June 30 year-ends) 
o Pros 

▪ Actual data can be used for modeling and appropriations purposes 
▪ Due date and Iowa Medicaid review time (uses of Medicare cost 

reports) 
▪ Can use these for the current effective date of rebasing 

o Cons 
▪ Cost data will be further away from effective date. (18 months old-

based on current processes) 
▪ Will be larger impact of inflation 
▪ May still have some delay for SPA processes (CMS approval)  

 
The effective date of rates impacts the retrospective verse prospective nature of rate 
implementation. The workgroup evaluated impacts effective date has on the CMS 
approval process and age of cost report data used to set rates.  
  

• Utilization of a July 1 effective date 
o Pros 

▪ Minimizes the effects of inflation 
▪ Stays on a state fiscal year 
▪ Use of most current cost data (considering appropriations are for 

two years) 
o Cons 

▪ Not enough time to get a state plan submitted and approved to do 
prospective rate setting. 
 

• Utilization of a January 1 effective date 
o Pros 

▪ More likely to be prospective (but still at the mercy of CMS) 
▪ This aligns with more providers fiscal periods 

o Cons 
▪ Rate calculation is farther from the data (gap in time related to 

actual costs) 
▪ Will require a bridge in funding to transition from July 1 to January 1 

timeframe.  
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▪ Moves away from the state fiscal year.  
 

Use of Prospective Payments and Reducing Duplication of Effort 

During the workgroup’s discussion it was identified there are several challenges to 
address to make the nursing facility rebasing process fully prospective. Some of these 
challenges include: 

• Timing of CMS review and approval of rate changes, 

• Age of cost reports (minimum of 18-24 months between cost incurred and rates 
based on those costs), 

• State review of cost report process, and 

• Timing of appropriations. 
 
The workgroup reviewed several timeline combinations of these factors to identified 
pros and cons of each scenario. (These timelines are included in Appendix 2 – 
Timelines Reviewed During Process Evaluation of this report.)  
 
The retrospective rate release that occurs during the first six months of each nursing 
facility rebase period results in administratively burdensome claims processes. Claims 
adjustments require additional effort by both providers and MCOs to reconcile rates. 
The workgroup evaluated mechanisms to reduce or eliminate retrospective rates and in 
turn reduce duplication in claims processing.  

Funding Considerations 

Reflection of Actual Costs of Care 

Nursing facilities are reimbursed under a modified price-based system. Payment rates 
are specific to each of the nursing facilities in the state.  Cost data is submitted to the 
Department on an annual basis. The data is reviewed to determine the amount of costs 
that are allowable for reimbursement. Costs are separated into two components, direct 
care and non-direct care. Direct care costs are the salaries and benefits paid to nursing 
staff.  Non-direct care costs are composed of administrative, environmental, property 
and support. During the two-year rate period, rates are adjusted to reflect the facility’s 
Medicaid CMI. CMI is an average of numerical scores assigned each resident based on 
the MDS, a federal required resident assessment tool. 
 
The sum of the allowable direct care and non-direct care component is the amount a 
nursing facility is reimbursed. The average rates of all facilities are used to calculate 
estimated expenditures for the fiscal year. The estimated expenditures are compared to 
a legislatively appropriated cap. Inflation is applied to costs to ensure that expenditures 
do not exceed appropriations. If expenditures are projected to be greater than the cap, 
inflation is adjusted downward reducing nursing facility rates. If expenditures are less 
then appropriations, inflation has historically not been increased. The use of an inflation 
rate keeps nursing facility rates within legislative budget allocations.  
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The case mix reports are used to develop the facility’s CMI. The accuracy and 
timeliness of case mix reports and how the CMI is applied in calculations impact 
reflection of actual costs of care. The workgroup discussed application of point in time 
verses day weighted average cost reporting review. Over time it appears either method 
produces the same results, however, use of a day weighted average could reduce rate 
swings that occur with a point in time review. Use of a day weighted average lends to 
more predictability in rate setting. 
 
 

Incentivized Quality Outcomes 

Workgroup discussions focused on rate setting methodology. The Department has 
begun laying groundwork to establish quality programs. The data collection will include 
measures in physical and clinical care to residents and compared it to state and national 
baselines to determine a provider’s quality of care. This includes implementation of a 
program for targeted nursing facility providers. That program focuses on quality 
measures that allow nursing facilities to qualify for an add on payment when they are at 
or above the baseline measurements. This program is targeted to non-state government 
owned providers. In addition to the quality incentive program, the Department has also 
formed a quality committee within Iowa Medicaid. The committee is reviewing existing 
quality data and working to determine processes to collect data on quality measures. 
This includes review of MCO quality measures, Healthcare Effectiveness Data and 
Information Set (HEDIS) measures and data collection and other existing State 
performance measures. This information is being assimilated to begin development of a 
comprehensive quality program for nursing facilities.  
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Nursing Facility Case-Mix Reimbursement - Recommendations 

After several months of review, discussion, and collaboration, the workgroup as able to 
identify a list of recommendations. Report recommendations are budget neutral.  
 

Overall Recommendation 

After all aspects of the reimbursement process were considered, the committee 
recommends the following: 
 

• Two-year rebasing period beginning July 1 of each odd year. 

• Use of cost reports from the provider’s fiscal year end during the preceding 
calendar year. 

• Update rates semi-annually using a day weighted average Medicaid CMI to be 
effective July 1, 2023.  

• Iowa Medicaid issuance of rates prior to the SPA approval by CMS as directed 
by the Iowa legislature. 

o The committee asks that the Legislature include language that would allow 
retroactive recoupment if the SPA is not approved. 

• Iowa Medicaid issuance of rates as review of cost reports for individual providers 
are completed instead of waiting for all cost report reviews to be completed. 

• MCOs and nursing facility associations encouragement of providers to submit 
accurate cost reports as early as possible. 

• MCOs and nursing facility associations encouragement of providers to use usual 
and customary billing practices to reduce need for retroactive rate correction. 

 
The committee recognizes these recommendations do not eliminate the need for 
retroactive payments, but the recommendations do minimize the amount of claims 
reprocessing would need to occur. (See Appendix 4 – Comparison of Current Process 
to Proposed Processes for a graphic outline proposed date and process changes.)  
 

Legislative Changes Requested Based on Report Recommendations 

Legislative action in the 2022 general session is needed for these recommendations to 
be implemented during the July 1, 2023, nursing facility rebasing process. Legislative 
action directing Iowa Medicaid to release nursing facility rates prior to CMS approval 
would assist in reducing retrospective nursing facility rates. To implement these 
recommendations the legislature is requested to consider taking the following actions: 

• Provide legislative language directing Iowa Medicaid to release nursing facility 
rates prior to CMS approval and direct the retroactive reconciliation of payments 
in the event there is a difference in submitted verse approved CMS rates. 
Sample language has been provided for consideration.  

o “Nursing facility rates may be released prior to CMS SPA approval to 
reduce nursing facility retrospective rate processing. Nursing facility rates 
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not approved by CMS are subject to adjustment and additional funds may 
need appropriated by legislation to cover the non-state share of payment.” 

• Update Iowa Code Chapter 249a and 2001 Iowa Acts House File 740 Session 
Law 135.C to reflect a semi-annual rate adjustment in lieu of quarterly rate 
adjustments. 
 

Iowa Medicaid Actions Related Recommendations 

If the legislature elects to pursue the recommendations outlined in the report Iowa 
Medicaid will complete the following activities:  

• Update Iowa Administrative Code Chapter 81 and 79 to modify quarterly rate 
adjustments to be semi-annual rate adjustments in the nursing facility rebase 
process. (See Appendix 3 – Legislative Code and Iowa Administrative Code 
Changes.) 

o Legislative action is needed in the FY 2022 session to implement these 
changes for the July 1, 2023 rebase period.  

• Submit a SPA change to modify rebase rate adjustments from quarterly to semi-
annually effective July 1, 2023. 

• Establish a process for use of CMI day weighted average in rate calculations.  

• Process nursing facility cost reports as received and release rates as cost report 
reviews are finalized by facility instead of releasing rates for all nursing facilities 
at the same point in time. 
 

MCO and Nursing Facility Association Actions Related to Recommendations 

The MCOs and nursing facility associations will assist in minimizing retrospective rate 
impacts by completing the following activities:  

• Develop and implement a communication strategy encouraging nursing facilities 
to complete cost reporting as soon as possible with a high level of accuracy. 
Facility rates will be released as cost report reviews are completed. 

• Develop and implement training and education related to usual and customary 
billing processes to reduce the need for claims adjustments due to retrospective 
rates. 
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12/1/2022 1/1/2025
1/1/2023 4/1/2023 7/1/2023 10/1/2023 1/1/2024 4/1/2024 7/1/2024 10/1/2024

12/31/2022

Cost Report 

Period Used

 for 2-year

 Rebasing Ends

 (1/1/2022 to 

12/31/2022)

1/1/2023 - 5/31/2023

Cost Reports

 can be Submitted

 Submissions Due 

by 5/31/2023

1/15/2023

Legislative

 Session

 Begins

 (2-year budget)*

4/30/2023

Legislative

 Session

 Ends

 (2-year budget)*

7/1/2023

New Rate

 Period Begins

6/30/2023

SPA

 Reimbursement

 Changes-Public

 Notice Posted*

7/1/2023 - 11/30/2023

July 1, 2023 

(July thru Dec 2023)

 Rates to Providers

 & MCOs as Reviews

 are Completed

9/30/2023

Reimbursement

 Changes SPA

 Submitted

 to CMS*

10/31/2023 - 11/30/2023

January 1, 2024

(Jan. thru 

June 2024)

 Rates to

 Providers &

 MCOs as Reviews

 are Completed

12/31/2023

CMS 

Approval

 of SPA*

4/30/2024

July 1, 2024 

(July thru 

Dec. 2024)

 Rates to

 Providers

 & MCOs

10/1/2024

Jan. 1, 2025

 (Jan thru 

June 2025)

 Rates to

 Providers

 & MCOs

11/30/2023

IME Review

 of Cost

 Reports

 Complete*

* Indicates activity is estimated to 

occur on or near this date.

Timeline for 2-Year Rebasing Period

July 1, 2023 through June 30, 2025 with Six-month Rate Period Adjustments

 

Additional Detail Related to Provided Recommendations 

Timing of CMS Approval on Rates 

Timing of CMS approval of nursing facility rates is a significant factor that results in 
implementation of retrospective rates. Iowa Medicaid was requested to identify risks 
associated with release of nursing facility rates prior to CMS approval. Typically, in the 
rebase process Iowa Medicaid is requesting CMS approval of changes to inflation 
factors. CMS has approved all these rate changes historically, making risks of 
implementation minimal.  
 
Iowa Medicaid would be willing to release nursing facility rates prior to CMS approval 
under the following conditions: 

• Iowa Medicaid was granted legislative approval to release nursing facility rates 
prior to CMS approval, and 

• Rates would be subject to adjustment if CMS rates were not approved.  
 
If legislatively approved, Iowa Medicaid would need to make administrative rule 
changes to support this new direction.  

Use of Day Weighted Average vs. Point in Time Case Mix 

After a comparison of use of point in time verses day weighted average cost report data, 
the committee concurred use of a day weighted average of cost reports provided the 
most benefit moving forward. Use of day weighted average cost report data: 

• Reflects the overall needs of the resident throughout the review period, 
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• Takes into account all residents within a facility within the review period; 
capturing CMI of residents that may have discharged during the period as well, 
and 

• Increases rate accuracy between acuity adjustments. 
• Iowa Medicaid intends to recalculate CMI for each provider’s corresponding to 

the FY 2022 cost reports. 

Case-mix Review Period  

The workgroup had diverging opinions regarding the case-mix review period. Some 
members suggested retaining the quarterly process currently used to maintain 
consistency and more frequent updates to rate that account for the acuity of the patients 
in the facility. Others suggest moving to a semi-annual review period to reduce 
administrative burden related to rate changes, increase rate entry accuracy due to 
entering them less frequently, and assist with overall budgeting processes.  
 
All parties agreed that if a move was made to semi-annual case-mix review, day 
weighted average case-mix data should be used instead of point in time case-mix data. 
The workgroup recommends quarterly release of case mix rosters issued to providers 
consistent with current practice.  

Modification of Cost Report Due Date 

The workgroup was in consensus that consequences associated with modifying cost 
report due dates outweighed benefit gained in supporting prospective rate development. 
Submission timing of Medicaid cost reports is currently aligned with submission 
deadlines for Medicare cost reports. This alignment increases data quality and cost 
report completeness upon initial submission.  
 
The workgroup agreed to develop communication and support materials that encourage 
providers to submit cost reports early with a focus on accuracy over speed. The earlier 
accurate cost reports are submitted to Medicaid, the more quickly rates can be 
identified. The associations and MCOs agreed to promote a campaign to educate 
providers on the value of early accurate cost report submission.  

Effective Date for Rebasing 

The workgroup concurred the effective date of rebasing rates should be maintained on 
July 1. Modifying the effective date to January may have significant negative impacts as 
the rate year would split over legislative appropriation years.  

Additional Administrative Process 

Some additional steps were identified that could expedite release of rates and reduce 
retrospective changes to rates. First, Medicaid will set individual facility rates as desk 
reviews are completed. This will allow for more timely rates for facilities that submit cost 
reports early. Iowa Medicaid will work with the MCOs to send rate batches on a weekly 
basis to reduce administrative burden in updating facility rates.  
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Second, providers will be encouraged to engage in “usual and customary billing”. Iowa 
Medicaid, the nursing facility associations, and MCOs will promote usual and customary 
billing processes that were initially released in Informational Letter 1785 (May 3, 2017). 
This use of billing processes will reduce the need for retroactive rate reconciliations.  
 

Conclusion 

There will still be some retroactivity, but these recommendations will minimize that 
retroactivity significantly. The workgroup worked diligently and collaboratively to review 
rebasing processes. The group was able to examine processes from multiple 
perspectives and mutually agree upon recommended changes. These 
recommendations would support prospective rate setting for nursing facilities. This 
report evaluates the technical components of rebasing and rate setting. Additional work 
will be needed in the future to address quality-based outcomes and nursing facility 
incentive programs. Iowa Medicaid, the MCOs, and nursing facility associations will 
work to implement changes made by the Iowa Legislature based on these 
recommendations.  
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Appendix 2 – Timelines Reviewed During Process Evaluation 
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May 31, 2023

Cost Reports Due 
to DHS/IME

12/31/2022 1/31/2025
1/1/2023 4/1/2023 7/1/2023 10/1/2023 1/1/2024 4/1/2024 7/1/2024 10/1/2024 1/1/2025

Current Process July 2023 Rebase

December 31, 2022

Cost Report 
Year Ends

January 15, 2023

Legislative Session
 Begins*

May 31, 2023

Legislative Session
 Ends*

June 30, 2023

Reimbursement Changes
Public Notice Posted*

7/1/2023

New Rate 
Period Begins 
(Rates not set)

September 30, 2023

SPA Submitted*

11/30/2023

Estimated-Cost 
Report Review 

Complete*

December 31, 2023

Anticipated 
SPA Approval*

January 31, 2024

7/1/23, 10/1/23, 
1/1/23 & 4/1/24 

Rates to Providers
 & MCOs*

April 30, 2024

7/1/2024 Rates to 
Providers & MCOs

July 30, 2024

10/1/2024 Rates to 
Providers and MCOs

October 30, 2024

1/1/2025 Rates to 
Providers & MCOs

January 31, 2025

4/1/2025 Rates to 
Providers & MCOs

Assumption: Release of rates is contingent on CMS approval.
*Indicates estimated date action is to occur.  

 
Primary problem are the first two quarters because of retroactive. 
Desk reviews of cost reports may cause delays as there is a wait for Medicare cost report to be completed. These cost 
reports are used to validate data on Medicaid cost reports.  
 
Cons 

• The retroactive implementation is challenging.  

• The period at the beginning of the cycle; delay in rates  
NOTE: DHS doesn’t release rates without CMS approval. Historically, CMS has requested no changes to rates prior to 
approval. Iowa Medicaid would need to consider several factors (risk, precedence, fiscal impacts) prior to changing this 
policy. There are some states that do release rates prior to CMS approval. If rates were not approved by CMS this could 
create recoupment issues for MCOs. 
 
Pros 

• Most current costs are used in the rate setting cycle 

• Being paid more quickly for CMI changes because of quarterly adjustments.  

• Understand how this cycle works and it is predictable. 



November 23, 2021                                                               21 

 

 

Six Month Weighted Average 7/2023

12/31/2022 10/30/2024
1/1/2023 4/1/2023 7/1/2023 10/1/2023 1/1/2024 4/1/2024 7/1/2024 10/1/2024

December 31, 2022

Cost Report 
Year Ends

January 15, 2023

Legislative Session
 Begins*

May 31, 2023

Cost Reports Due 
to DHS/IME

May 31, 2023

Legislative Session
 Ends*

June 30, 2023

Reimbursement 
Changes Public 
Notice Posted*

July 1, 2023

New Rate 
Period Begins 
(Rates not set)

September 30, 2023

SPA Submitted*

November 30, 2023

Estimated-Cost Report 
Review Complete*

December 31, 2023

Anticipated
SPA Approval*

January 31, 2024

7/1/23 Rates 
(using 7/1/22-12/31/22 CMSs) & 

1/1/2024 Rates 
(1/1/23-6/30/23 CMIs) 

Sent to Providers & MCOs*

April 30, 2024

7/1/2024 Rates 
(7/1/23-12/31/23 CMIs) 

Sent to Providers & MCOs

October 30, 2024

1/1/2025 Rates 
(1/1/24-6/30/24 CMIs) 

Sent to Providers & MCOs

Assumptions: Using of 12/31/2022 Cost Reports; 7/1/2023 Effective Date; Six month case mix (CMI) updates; 7/1 rates use six month weighted average ending 
12/31; 1/1 rates use six month weighted average ending 6/30; release of rates is contingent on CMS approval 

*Indicates estimated date action is to occur.  
 
Day weighted average is identified on the timelines, but the timeline is the same regardless of if it is a day 
weighted average vs. point in time. Day weighted average vs. point of time impacts rate calculations. 
 
Pros 

• Using the most current cost reports.  

• Would be one rate instead of two rate periods. 

• Less frequent rate changes help with budgeting. 
 

Cons 

• Six months of retroactive changes. 

• Not capturing case-mix changes as frequently  
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Annual Weighted Average July 2023

12/31/2022 4/30/2024
1/1/2023 4/1/2023 7/1/2023 10/1/2023 1/1/2024 4/1/2024

December 31, 2022

Cost Report Year Ends

January 15, 2023

Legislative Session 
Begins*

May 31, 2023

Cost Reports Due 
to DHS/IME

May 31, 2023

Legislative Session 
Ends*

June 30, 2023

Reimbursement Changes 
Public Notice Posted*

July 1, 2023

New Rate 
Period Begins 
(Rates not set)

September 30, 2023

SPA Submitted*

November 30, 2023

Estimated-Review of Cost 
Reports Complete*

December 31, 2023

Anticipated
SPA Approval*

January 31, 2024

7/1/2023 Rates 
(1/1/22-12/31/22 CMIs)

 sent to Providers and MCO's*

April 30, 2024

7/1/2024 
(1/1/23-12/31/23 CMIs) 

Sent to Providers and MCOs

Assumptions: 12/31/2022 Cost Reports, 7/1 Effective Date; Annual weighted case-mix update; 
Release of rates is contingent on CMS approval

*Indicates estimated date action is to occur.
 

 
Pros 

• Very predictable 
 
Cons 

• Delay in rate changes reflecting acuity (day weighted average may help with that), but not reflective of current 
costs.  

• Doesn’t approve retroactive implementation.  

• Not much buy in for annual review 
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Quarterly Weighted Average January 2024

12/31/2022 1/31/2025
1/1/2023 4/1/2023 7/1/2023 10/1/2023 1/1/2024 4/1/2024 7/1/2024 10/1/2024 1/1/2025

December 31, 2022

Cost Report Year Ends

January 15, 2023

Legislative Session 
Begins*

May 31, 2023

Cost Reports Due 
to DHS/IME

May 31, 2023

Legislative Session 
Ends*

June 30, 2023

Reimbursement
Changes Public 
Notice Posted*

September 30, 2023

SPA Submitted*

November 30, 2023

Estimated-Cost Report 
Review Complete*

December 31, 2023

Anticipated
SPA Approval*

January 1, 2024

New Rate Period 
Begins (Rates not set)

January 31, 2024

7/1/2023, 10/1/2023,
 1/1/2024 & 4/1/2024 

Rates sent to 
Providers & MCOs*

May 11, 2024

7/1/2024 Rates Sent to 
Providers and MCOs

July 30, 2024

10/1/2024 Rates Sent 
to Providers and MCOs

October 30, 2024

1/1/2025 Rates sent 
to Providers and MCOs

January 31, 2025

4/1/2025 Rates Sent to 
Providers and MCOs

Assumptions: 12/31/2022 Cost Reports, 1/1/2024 Effective Date; Quarterly CMI updates 7/1rates use three month 
weighted average ending 12/31, 10/1 uses 3/31 CMI, 1/1 uses 3/60 CMI, and 4/1 uses 9/30 CMI; release of rates is 

contingent on CMS approval
*Indicates estimated date action is to occur.

 
 
This option would require legislative bridge funding. There would be appropriations in two separate rate periods. 
Some hospital appropriations do occur in this manner (hospitals 10/1) Aligns more with Medicare/Federal fiscal year. 
 
Pros 

• Limits retroactivity (but still some retroactivity) 
Cons 

• Legislative appropriations would have to occur annually. Could result in risk not necessarily present in current two-
year cycle. 
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Six Month Weighted Average January 2024

12/31/2022 4/30/2025
1/1/2023 4/1/2023 7/1/2023 10/1/2023 1/1/2024 4/1/2024 7/1/2024 10/1/2024 1/1/2025 4/1/2025

December 31, 2022

Cost Report 
Year Ends

January 15, 2023

Legislative Session 
Begins*

May 31, 2023

Cost Reports Due 
to DHS/IME

May 31, 2023

Legislative Session 
Ends*

June 30, 2023

Reimbursement Changes 
Public Notice Posted*

September 30, 2023

SPA Submitted*

November 30, 2023

Estimated-Review of 
Cost Reports Complete*

December 31, 2023

Anticipated SPA 
Approval*

January 1, 2024

New Rate 
Period Begins
(Rates not set)

January 31, 2024

1/1/2024 Rates sent to 
Providers and MCOs*

April 30, 2024

7/1/2024 Rates sent to 
Providers and MCOs

October 1, 2024

1/1/2025 Rates Sent to 
Providers and MCOs

April 30, 2025

7/1/2025 Rates Sent to 
Providers and MCOs

Assumptions: 12/31/2022 Cost Reports, Effective 1/1/2024, Six month case-mix (CMI) updates, 7/1 rates using six month weighted average ending 
December 31, 1/1 rates use six month weighted average ending June 30; release of rates is contingent on CMS approval

*Indicates estimated date action is to occur.
 

 
Bridge funding would be required for this option. Same considerations as previous slide. 
 
Pro 

• Fewer case-mix adjustments 

• Would likely only have one rate adjustment 
 
Con 

• Fewer case-mix adjustments 

• Still have a rate adjustment 
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Annual Weighted Average January 2024

12/31/2022 10/30/2024
1/1/2023 4/1/2023 7/1/2023 10/1/2023 1/1/2024 4/1/2024 7/1/2024 10/1/2024

December 31, 2022

Cost Report 
Year Ends

January 15, 2023

Legislative Session 
Begins*

May 31, 2023

Cost Reports Due 
to DHS/IME

May 31, 2023

Legislative Session
 Ends*

June 30, 2023

Reimbursement Changes 
Public Notice Posted*

September 30, 2023

SPA Submitted*

November 30, 2023

Estimated-Review of 
Cost Reports Complete*

December 31, 2023

Anticipated SPA 
Approval*

January 1, 2024

New Rate Period 
Begins (Rates not set)

January 31, 2024

1/1/2024 Rates Sent to 
Providers and MCOs*

October 30, 2024

1/1/2025 Rates Sent to 
Providers & MCOs

Assumptions: 12/31/2022 Cost Reports; 1/1/2024 Effective Date; Annual weighted case mix updates; release of rates is 
contingent on CMS approval

*Indicates estimated date action is to occur.
 

 
This model requires bridge funding. Annual process rates low amongst the work group. This is very different from current 
processes and may have low “buy in” from stakeholders.  
 
Pros 

• None identified. 
 
Cons 

• Annual changes 

• Could be a big impact for providers 
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May 31, 2023

Estimated-Cost Report
Review Complete

6/30/2022 1/31/2025
7/1/2022 10/1/2022 1/1/2023 4/1/2023 7/1/2023 10/1/2023 1/1/2024 4/1/2024 7/1/2024 10/1/2024 1/1/2025

Jun 30, 2022

Cost Report Year Ends

November 30, 2022

Cost Reports Due 
to DHS/IME

January 15, 2023

Legislature Begins*

May 31, 2023

Legislature Ends*

June 30, 2023

Reimbursement Changes
Public Notice Posted*

June 30, 2023

New Rate 
Period Begins

July 31, 2023

SPA Submitted*

October 31, 2023

Anticipated SPA
Approval*

November 30, 2023

Rates for 7/1/23, 10/1/23, 
& 1/1/24 Mailed to 

Providers & MCOs Notified*

January 31, 2024

4/1/2024 Rates to 
Providers & MCOs

4/30/2024

7/1/2024 Rates to 
Providers & MCOs

July 30, 2024

10/1/2024 Rates to 
Providers & MCOs

October 30, 2024

1/1/2025 Rates to 
Providers & MCOs

January 31, 2025

4/1/2025 Rates to 
Providers & MCOs

Quarterly Weighted July 2023 Cost Report Period

Assumptions: Use of coast reports from year ending 6/30/2022 or prior; 7/1 Effective date; Quarterly CMI updates 7/1 rates 
use three month weighted average ending 12/31, 10/1 use 3/31 CMI, 1/1 uses 6/30 CMI, and 4/1 uses 9/30 CMI, Rate 

releases are contingent on CMS approval
*Indicates estimated date action is to occur.  

 
This option changes the end dates of the cost reports.  

• Similar concerns if this is done on a six-month period.  

• State risk would potentially be lower to release rates prior to CMS approval because all the cost report data would 
be available. Could improve legislative request accuracy. If rates were released early, would still likely not be 
released until July 1 due to review processes.  

• MCOs-with the billing process, this may limit the number of retroactive corrections. 

• Balance between nursing facilities and other facilities 
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• If this transitioned to a semi-annual calculation probably wouldn’t have significant impact timing for review of case-
mix data and rate setting. 

 
Pros 

• Vast majority year end cost reports would be submitted and review. Increased accuracy in legislative requests.  
 
Cons 

• Heavy reliance on inflation rates, increase utilization in this example compared to current processes 

• Still retroactivity (less, but some) 

• This process uses older cost reports when setting rates 
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Quarterly Weighted Average January 2024 Cost Report Period

6/30/2022 7/31/2025
7/1/2022 10/1/2022 1/1/2023 4/1/2023 7/1/2023 10/1/2023 1/1/2024 4/1/2024 7/1/2024 10/1/2024 1/1/2025 4/1/2025 7/1/2025

June 30, 2022

Cost Report 
Year Ends

November 30, 2022

Cost Reports Due 
to DHS/IME

January 15, 2023

Legislative Session 
Begins*

May 31, 2023

Estimated-Review of 
Cost Reports Complete*

June 30, 2023

Reimbursement Changes 
Public Notice Posted*

July 31, 2023

SPA Submitted*

October 31, 2023

Anticipated SPA
 Approval*

November 30, 2023

1/1/2024 Rates Sent 
to Providers & MCOs*

January 1, 2024

Rate Period 
Begins 

January 21, 2024

4/1/2024 Rates Sent to
 Providers & MCOs

April 30, 2024

7/1/2024 Rates Sent to 
Providers & MCOs

July 31, 2024

10/1/2024 Rates Sent 
to Providers & MCOs

October 30, 2024

1/1/2025 Rates Sent 
to Providers & MCOs

January 31, 2025

4/1/2025 Rates Sent 
to Providers and MCOs

April 30, 2025

7/1/2025 Rates Sent 
to Providers & MCOs

July 31, 2025

10/1/2025 Rates Sent 
to Providers and MCOs

Assumptions: Use of Cost Reports from year ending 6/30/2022 or prior; 1/1/2024 effective date; Quarterly CMI updates 7/1 
rates use three month weighted average ending 12/31, 10/1 uses 3/31 CMI, 1/1 uses 6/30 CMI, and 4/1 uses 9/30 CMI; Rate 

releases are contingent on CMS approval
*Indicates estimated date action is to occur.

May 31, 2023

Legislative Session 
Ends*

 
 
 
Changes cost report period and effective date to January 1.  
May need to look at how nursing facilities transitioned-how was the gap addressed. 
 
Pros 

• Limits retroactivity 

• Quarterly reflection of case-mix 
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• MCO-optimal timeline-not retroactive corrections (effective date is less concerning-just looking to get the rates 
before they are effective) 

 
Cons 

• State appropriation on an annual basis (long-term) 

• Older cost reports/inflation factor 

• Delays updates by six months (larger gap in payment updates) Could have a financial burden for providers during 
the implementation. (looking at 2.5 years instead of 2 years) 

 
Requires bridge funding-applies to all the January effective dates (short-term) 

• IMPACT-Moves cost report dates back and the effective dates forward-biggest impact of options from facility 
perspective 

• Need to consider an inflation factor to make the transition. 



 

 

 

 

 

 

 

Appendix 3 – Iowa Administrative Code Impacted 
by Recommendations 
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Iowa Administrative Code Impacted by Recommendations 
 
441-79.1(2) under provider types, provider category-Nursing facility, Page 14 
Nursing facilities: 1. Nursing facility care Prospective reimbursement. See 441—subrule 
81.10(1) and 441—81.6(249A). The percentage of the median used to calculate the 
direct care excess payment allowance ceiling under 441—81.6(16)“d”(1)“1” and (2)“1” is 
95% of the patient-day-weighted median. The percentage of the difference used to 
calculate the direct care excess payment allowance is 0%. The percentage of the 
median used to calculate the direct care excess payment allowance limit is 10% of the 
patient-day-weighted median. The percentage of the median used to calculate the non-
direct care excess payment allowance ceiling under 441—81.6(16)“d”(1)“2” and (2)“2” is 
96% of the patient-day-weighted median. The percentage of the difference used to 
calculate the non-direct care excess payment allowance limit is 0%. The percentage of 
the median used to calculate the non-direct care excess payment allowance limit is 8% 
of the patient-day-weighted median. See 441—subrules 81.6(4) and 81.6(14) and 
paragraph 81.6(16)“f.” The direct care rate component limit under 441—81.6(16)“f”(1) 
and (2) is 120% of the patient-day-weighted median. The non-direct care rate 
component limit under 441—81.6(16)“f”(1) and (2) is 110% of the patient-day-weighted 
median 
 
 
81.1 definitions 
“Facility cost report period case-mix index” is the average of quarterly facility wide 

average case-mix indices, carried to four decimal places. The quarters used in 
this average will be the quarters that most closely coincide with the financial and 
statistical reporting period. For example, a 01/01/2000-12/31/2000 financial and 
statistical reporting period would use the facility wide average case-mix indices 
for quarters ending 03/31/00, 06/30/00, 09/30/00 and 12/31/00.  

 
“Facility wide average case-mix index” is the simple average, carried to four decimal 

places, of all resident case-mix indices based on the last day of each calendar 
quarter. 

 
Medicaid average case-mix index” is the simple average, carried to four decimal places, 

of all resident case-mix indices where Medicaid is known to be the per diem 
payor source on the last day of the calendar quarter. 

 
“Rate determination letter” means the letter that is distributed quarterly by the Iowa 

Medicaid enterprise to each nursing facility notifying the facility of the facility’s 
Medicaid reimbursement rate calculated in accordance with this rule and of the 
effective date of the reimbursement rate 

 
“Patient-day-weighted median cost” means the per diem cost of the nursing facility that 

is at the median per diem cost of all nursing facilities based on patient days 
provided when per diem allowable costs are ranked from low to high. A separate 
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patient-day-weighted median cost amount shall be determined for the direct care 
and non-direct care components. 

 
81.6(4) Payment at new rate. a. Except for state-operated nursing facilities and special 

population nursing facilities, payment rates shall be updated July 1, 2001, and 
every second year thereafter with new cost report data, and adjusted quarterly to 
account for changes in the Medicaid average case-mix index. For nursing 
facilities receiving both an ICF and SNF Medicaid rate effective June 30, 2001, 
the June 30, 2001, Medicaid rate referenced in subparagraphs (1) and (2) below 
shall be the patient-day-weighted average of the ICF and SNF Medicaid rates 
effective June 30, 2001, excluding the case-mix transition add-on amount 

  b. The Medicaid payment rate for special population nursing facilities shall 
be updated annually without a quarterly adjustment. 

   c. The Medicaid payment rate for state-operated nursing facilities shall be 
updated annually without a quarterly adjustment. 

 
81.6(11) Limitation of expenses 
r. Inpatient therapy services provided by nursing facilities are included in the established 

rate as a direct care cost and subject to the normalization process and quarterly 
case-mix index adjustments 

 
81.6(14) Payment to new facility. The payment to a new facility shall be the sum of the 

patient-day-weighted median cost for the direct care and non-direct care 
components pursuant to paragraph 81.6(16)“c.” After the first full calendar 
quarter of operation, the patient-day-weighted median cost for the direct care 
component shall be adjusted by the facility’s average Medicaid case-mix index 
pursuant to subrule 81.6(19) 

 
81.6(15) Payment to new owner. An existing facility with a new owner shall continue to 

be reimbursed using the previous owner’s per diem rate adjusted quarterly for 
changes in the Medicaid average case-mix index. The facility shall submit a 
financial and statistical report for the period from beginning of actual operation 
under new ownership to the end of the facility’s fiscal year. Subsequent financial 
and statistical reports shall be submitted annually for a 12-month period ending 
with the facility’s fiscal year. The facility shall notify the Iowa Medicaid enterprise 
provider cost audit and rate setting unit of the date the facility’s fiscal year will 
end 

 
 
81.6(16) Establishment of the direct care and non-direct care patient-day-weighted 

medians and modified price-based reimbursement rate 
 
 
h(1) (10) Effective date of capital cost per diem instant relief add-on. Subject to 

available funding and previously approved requests for capital cost per diem 
instant relief add-ons and enhanced non-direct care rate component limits, a 
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capital cost per diem instant relief add-on shall be effective the first day of the 
calendar quarter following the placement in service of the assets associated with 
the add-on and receipt of all required information. The capital cost per diem 
instant relief add-on shall be added to the non-direct care component of the 
reimbursement rate, not to exceed the non-direct care rate component limit as 
determined in paragraph “f.” 

 
h(12)2.  The recalculated capital cost per diem instant relief add-on shall be added to 

the non-direct care component of the reimbursement rate for the relevant period, 
not to exceed the non-direct care rate component limit as determined in 
paragraph “f.” The facility’s quarterly rates for the relevant period shall be 
retroactively adjusted to reflect the recalculated non-direct care component of the 
reimbursement rate. All claims with dates of service during the period the capital 
cost per diem instant relief add-on is paid shall be repriced to reflect the 
recalculated capital cost per diem instant relief add-on 

 
h(13)2. Retroactive to the first day of the quarter in which the revised non-direct care 

rate component limit amount is effective. All claims with dates of service from the 
effective date shall be repriced 

 
h(14) Term of enhanced non-direct care rate component limit. The period for which a 

facility may be granted an enhanced non-direct care rate component limit without 
reapplication shall not exceed two years. The total period for which a facility may 
be granted enhanced non-direct care rate component limits shall not exceed ten 
years. If the amount of the non-direct care rate component limit is revised during 
the period for which a facility is granted the enhanced limit, the approval shall be 
terminated effective the first day of the quarter in which the revised non-direct 
care rate component limit is effective. The facility may submit a new request for 
the enhanced non-direct care rate component limit. 

 
81.6(19) Case-mix index calculation 
 
b. Each resident in the facility on the last day of each calendar quarter with a completed 

and submitted assessment shall be assigned a RUG-III 34 group calculated on 
the resident’s most current assessment available on the last day of each 
calendar quarter. This RUG-III group shall be translated to the appropriate case-
mix index referenced in paragraph “a.” From the individual resident case-mix 
indices, two average case-mix indices for each Medicaid nursing facility shall be 
determined four times per year based on the last day of each calendar quarter. 
The facility wide average case-mix index is the simple average, carried to four 
decimal places, of all resident case-mix indices. The Medicaid average case-mix 
index is the simple average, carried to four decimal places, of all indices for 
residents where Medicaid is known to be the per diem payor source on the last 
day of the calendar quarter. Assessments that cannot be classified to a RUG-III 
group due to errors shall be excluded from both average case-mix index 
calculations. 
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441-79.1(2) under provider types, provider category-Nursing facility, Page 14 
Nursing facilities: 1. Nursing facility care Prospective reimbursement. See 441—subrule 

81.10(1) and 441—81.6(249A). The percentage of the median used to calculate 
the direct care excess payment allowance ceiling under 441—81.6(16)“d”(1)“1” 
and (2)“1” is 95% of the patient-day-weighted median. The percentage of the 
difference used to calculate the direct care excess payment allowance is 0%. 
The percentage of the median used to calculate the direct care excess payment 
allowance limit is 10% of the patient-day-weighted median. The percentage of 
the median used to calculate the non-direct care excess payment allowance 
ceiling under 441—81.6(16)“d”(1)“2” and (2)“2” is 96% of the patient-day-
weighted median. The percentage of the difference used to calculate the non-
direct care excess payment allowance limit is 0%. The percentage of the median 
used to calculate the non-direct care excess payment allowance limit is 8% of the 
patient-day-weighted median. See 441—subrules 81.6(4) and 81.6(14) and 
paragraph 81.6(16)“f.” The direct care rate component limit under 441—
81.6(16)“f”(1) and (2) is 120% of the patient-day-weighted median. The non-
direct care rate component limit under 441—81.6(16)“f”(1) and (2) is 110% of the 
patient-day-weighted median 

 
 
Iowa Code Impacted by Recommendations 
249A 
249A.16 
 
Session Law Impacted by Recommendations 
Iowa Act 2001      



 

  
 

 
 
 
 
 
 
 
 

Appendix 4 – Comparison of Current Process to 
Proposed Processes 
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Administrative Dates 

Event 

  

Current Process 

  

Proposed Process 

Cost Report Year Ends 
of Used for Rebasing 

12/31 of even years 12/31 of even years 

Cost Report Due Dates 5/31 of odd years 5/31 of odd years 

New Rate Period Begins 7/1 of odd years 7/1 of odd years 

State Plan Submitted 
(SPA) 

9/30 of odd years* 9/30 of odd years* 

State Plan Approval 12/31 of odd years* 12/31 of odd years* 

Review of cost reports 
completed 

12/31 of odd years* 12/31 of odd years* 

  

Rate Calculation Dates 

Effective Date 

  

Current Case-Mix 
Period 

  

Proposed Case-Mix Period 

July 1, 20x1 
December 31 Point in 
Time 

July 1 - December 31 Day 
Weighted 

October 1, 20x1 March 31 Point in Time N/A 

January 1, 20x2 June 30 Point in Time 
January 1 - June 30 Day 
Weighted 

April 1, 20x2 
October 30 Point in 
Time 

N/A 

July 1, 20x2 
December 31 Point in 
Time 

July 1 - December 31 Day 
Weighted 

October 1, 20x2 March 31 Point in Time N/A 

January 1, 20x3 June 30 Point in Time 
January 1 - June 30 Day 
Weighted 

April 1, 20x3 
October 30 Point in 
Time 

N/A 

  

Notification Dates 

Effective Date 

  

Current Notification 
Date** 

  

Proposed Notification Date*** 

July 1, 20x1 Following January 31* 
As reviews are completed 7/1/x1 
- 12/31/x1 

October 1, 20x1 Following January 31* N/A 

January 1, 20x2 Following January 31* 
As reviews are completed 7/1/x1 
- 12/31/x1 

April 1, 20x2 Following January 31* N/A 

July 1, 20x2 Prior March 31* Prior March 31* 

October 1, 20x2 Prior July 31* N/A 

January 1, 20x3 Prior October 31* Prior October 31* 

April 1, 20x3 Prior January 31* N/A 

  

* Estimated dates 
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** Current notification dates are deponent on SPA approval and all completion of all cost report reviews 

*** Proposed notification dates will be sent as individual cost reports reviews are completed and before SPA 
approval is received 

 


