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   August 23, 2017 
 

Mr. Stephen P. Miller 
Commissioner 
Commonwealth of Kentucky 
Cabinet for Health and Family Services 
Department of Medicaid Services 
275 East Main Street, 6 W-A 
Frankfort, KY 40621 

 

 

RE: State Plan Amendment (SPA) 17-0002 

Dear Mr. Miller: 

We have reviewed the proposed amendment to Attachments 4.19-D of your Medicaid state plan 
submitted under transmittal number (TN) 17-0002. Effective July 1, 2017, this amendment 
modifies the state's reimbursement methodology for setting payment rates for nursing facility 
services. Specifically, this amendment will increase the all-inclusive rate for brain injury unit 
services, updates the plan language for source documents used in the fair rental value 
methodology, updates RUG III to version 5.20, changes reference to intermediate care facility 
for the intellectually disabled patients, and changes the sources for case mix adjustments to 
wages from Metropolitan Statistical Areas to Core Based Statistical Area. 

 
We conducted our review of your submittal according to the statutory requirements at sections 
1902(a), 1902(a)(13), 1902(a)(30), 1903(a) and 1923 of the Social Security Act and the 
implementing Federal regulations at 42 CFR Part 447. We have found that the proposed changes 
in payment methodology comply with applicable requirements and therefore have approved 
them with an effective date of July 1, 2017.  We are enclosing the CMS-179 and the amended 
approved plan pages. 

 
If you have any questions, please call Stanley Fields at (502) 223-5332. 

 
Sincerely,  
 
/s/ 
 
Kristin Fan 
Director 
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PAYMENTS FOR RESERVED BEDS

Payment is made for a reserved bed in lntermediate Care Facilities for Individuals with an Intellectual Disability in
accordance with the following:

A. Payrrent for the bed rese¡vation shall not exceed the following number ofdays:

A ma.ximum offifleen (15) days for a hospital stay for treatment ofan acute condition(s), and a total of forty-frve
(45) days for leave(s) of absence in any given quarter (except that not more than thiÍy (30) days of such leave may
be consecutive days).

B. Payrrent may ordinarily be made when tlie following conditions exist:

The individual is an eligible recipient and is authorized for Program benefits in the patient status in which
he is currently residing.

The individual is expected to return to the same patient status, barring complications:

There is a likelihood that the bed would be occupied by some other patient if not reserved ((Medicaid
reimburses NFs for bed reserve days at 50% ofthe per diem rate ifthe NF's occupancy percentage is below
9s%);

In the case of a leave of absence, the physician orders and the patient's plan of care provides for such an
absence.

2.

J.

4.
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PAYMENTS FOR RESERVED BEDS

Payment is made for a reserved bed for price-based nursing facilities in accordance with the following:

The program will reimburse reserved bed days in accordance with the following specified upper limits and criteria.

(l) Reserved bed days will be reimbursed for a maximum offourteen (14) days per calendar year due to hospitalization.

(2) Reserved bed days will be reimbursed for a maximurr often (10) days during the calendar yç4¡ for leaves ofabsence
other than for hospitalization.

Reserved bed days will be reimbursed at seventy-five (75) percent of a facility's rate if the facility's occupancy
percent is ninety-five (95) percent or greater for the calendar quarter preceding the bed reserve day.

Reserved bed days will be reimbursed at fifty (50) percent of a facility's rate ifthe facility's occupancy percelt is
less than ninety-five (95) percent for the calendar quarter preceding the bed reserve day.

Coverage duling a recipient's absence for hospitalization or leave of absence is contingent on the following
conditions being met:

The person is in Title XIX payment status in the patient status he/she is authorized to receive and has been
a resident of the facility at least overnight. Persons for whom Title XIX is making Title XVIII co-insurance
payments are not considered to be in Title XIX payment status for purposes ofthis policy;

The person can be reasonably expected to return to the same patient status;

Due to demand at the facility for beds at that level, there is a likelihood that the bed would be occupied by
some other patient where it not reserved;

The hospitalization is for treatment ofan acufe condition, and not for testing, brace-fitting, etc.: and

In the case of leaves of absence other than for hospitalization, the patient's physician orders and plan of
care provide for such leaves. Leaves of absence include visits with relatives and friends, and leaves to
participate in state-approved therapeutic or rehabilitative programs.

(a)

(b)

(c)

(d)

(e)

TN No. 17-002
Supersedes
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t.
2.
J.
4.
5.

KENTUCKY CASE MIX ASSESSMENT AND REIMBURSEMENT SYSTEM

RESIDENT ASSESSMENT

INTRODUCTION

The Kentucky Depaflnent for Medicaid Services is implementing u n"* it"irnburr"rnent system for price-based nursing
facilities participating in the Medicaid program. These facilities include:

A free-standing nursing facility;
A hospital-based nursing facility;
A nursing facility with waiver;
A nulsing facility with an intellectual disability specialty; and
A hospital providing swing bed nursing facility câre.

The new price-based reimbursement rnethodology will consist of a reasonable standard price set for a day of service for
¡ural and urban facilities. This should provide an incentive to providers to manage costs efficiently and economically.

The standard price includes:

Standardized wage rates;
Staffing ratios;
Benefits and absenteeism factors; and

"Other cost" percentages.

The new price-based reimbursement methodology is dependent on the specific care needs of each Medicaid and dually
eligible Medicare resident in a nursing facility. The new methodology will base the resident acuiÇ using the Minimum Data
Set (MDS) 3.0 as the assessment tool. The Resource Utilization Group (RUGs) is the classification tool to place resident
into different case-mix groups necessary to calculate the "casemix score". A time-weighted methodology is used in
calculating case mix by detennining the number of days that a MDS record is active over a calendar quarter rather than
captured flom a single day during the calendar quarter.

This methodology entails a re-determination ofa facility's mix ofresidents each quarter in order to establish a new facility
specific rrursing rate on a quarterly basis.

1.

2.
3.
4.

TN No. l7-002
Supersedes
TN No. 02-02

Approval Date: AUG 2I )017 Effective Date: July I 
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One of the objectives of the new case-mix system is to mirror the resident assessment process used by Medicare and
therefore not require the facilities to use two case-mix assessment tools to determine resident acuity. The second objective
for using the MDS 3.0 and RUGS Ill is to improve reimbursement for facilities providing services for residents with higher
care needs in order to improve access to care for those recipients.

l. There will be two major categories lor the standard price:

a- Case-mix adjustable portion includes wages for personnel that provide or are associated with direct care
and non- personnel operation costs (supplies, etc). The case-mix adjustable portion will be separated into
urban and rural designations bâsed on Core Based Statistical Area definitions, every four years, using the
lnost regent Federal Office of Management and Budget's Core Based Statistical Area definitions; and

Non case-rnix adjustable portion ofthe standard price includes an allowance to offset provider assessrnent,
food, non-capital facility related cost, professional supports and consultation, and administration. These

costs are reflected on a per diem basis and will be based on Core Based Statistical Area definitions, every
four years, using the most recent Federal Office of Management and Budget's Core Based Statistical Area
definitions.

For dates of service on or after July l,2017, rates are increased $9.64 per day as an allowance to offset a
provider assessment.

Each July I the rate will be adjusted by an inflation allowance using the appropriate IHS Global Insight. The
inflation allowance will not be applied to the capital cost component.

b.

2.

TN No. l7-002
Supersedes
TN No. 04-05
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4. Capital Cost Add-on:

Each nursing facility will be appraised by November 30, 1999 and the department shall appraise a price-based NF

to determi¡e the facility specific capital component again in 2009, thereafter every five (5) years. The appraisal

contractor will use the Marshall & Swift Boeckh Building Valuation System (BVS) for facility depreciated

replacement cost. The capital cost component add-on will consist ofthe following limits:

a. Forty thousand dollars per licensed bed, adjusted every July 1 thereafter by the same value as the NF's

depreciated replâcement cost;
b. Two thousand dollars per bed for equipment;

c. Ten percent ofdepreciated replâcement cost for land value;

d. A raie of return will be applied, equal to the 20 year Treasury bond plus a 2% risk factor, subject to a 90lo

floor and 12%o ceilingl and
e. In order to determine the facility-specific per diem capital reimbursement, the depadment shall use the

greater of actual bed days or bed days at 90%.

5. Rerovâtions to nursing facilities in non-appraisal years

a. For facilities that have 60 or fewer beds, re-appraisals shall be conducted if the total renovation cost is

$75,000 or more.
b. For facilities that have more tban 60 beds, re-appraisal shall be conducted if the total renovation cost is

$1s0,000.

Facilities Protection Period:

a. Rate Protection - Until July 1, 2002, no NF shall receive a rate under the new methodolory that is less

than their rate that \ryas set in July 1, 1999 unless a facility's residerit acuity changes. However, NFs may

receive increases in rates as a result of the new rnethodology as the Medicaid budget allows.

b. Case Mix - Until July l, 2000, no facility will receive an average case-mix weight lower than the case-

mix weight used for the January 1" 1999 rate setting. After July I , 2000, the facility shall receive the case-

mix weight as calculated by RUGs III from data extracted from MDS 3 0 information.

c. Effective January 1, 2003, county owned hospital-based nursing facilities shall not receive a rate that is less

than the rate that was in effect on June 30' 2002.

Case-mix Rate Adjustments. Rates will be recomputed quarterly based on revisions in the case mix assessment

classification that affects the Nursing Services components.

B. Case¡nix rate adiust¡rent will be recomputed should a provider or the department find an error

6.

TN No. l7-002
Supersedes
TN No. 05-001
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SECTION IOO. INTRODUCTION TO PRICE- BASED REIMBURSEMENT SYSTEM

A. January l, 2000, a price-based reiÍìbursement system will be implemented to re¡mburse a nursing facility
(NF), a nursing facility with waiver (NF-W), a hospital based nursing facility (NF-HB) and a nursing facility
with an intellectual disability specialty (NF-ÌD)

B. The price-based systern is a reimbursement methodology based on a standard price set for a day ofservice
as opposed to reirnbursing facilities based on the latest submitted cost repoft. The standard price is based

on reasonable, standardized wage rates, staffing ratios, benefits and absenteeism factors and 'other cosf'
percentages.

C. A rate Írodel was developed which resolves issues inhe¡ent in the current system reflects current

reimbursement methodology trends and satisfies the needs ofthe Department and the Provider community.

The goal of the price-based rnethodology was to develop a uniform, acuity adiustment rate structure that

would pay a nursing facility the sarne reimbursement for the same type ofresident served. This rate structure

accounts for resource utilization and allows rates to increase annually by an appropriate inflationary factor.

The rate model is lnarket based and accounts for the higher wage rates urban facilities must pay their

employees; therefore the urban average rate is slightly higher than the rural. The rate does not distinguish

between hospital based and freestanding facilities.

D. This payment method is designed to achieve three major objectives:

1. To assure that needed nursing facility care is available for all eligible recipients including those

with higlier care needs; and,

2. To provide an equitable basis for both urban and rural facilities to participate in the Prograrn; and,

3. To assure Program control and cost containment consistent with the public interest and the required

level of care.

E. The system is designed to provide a reasonable reimbursement for providers serving the same type of
residents in the nursing facility and to provide for a reasonable rate ofreturn on the provider's investment.

TN No. 07-002
Supersedes
TN No. 03-0128

Approval P6. AUG 2 3 2017 Effective Date: July 1. 2017



State: Kentuckv

F

Revised
Attachrnent 4.1 9-D

Exhibit B
Page 7

G.

H.

ThepI.ice-basedlnodelreilnbursementmethodologyptovides'lorafacilityspecificcapitalcostadd-on
carcurated using the Marshail uiliä';;;;oi;uitîing vutuutio;system r'nvS)- a commercial valuation

system that estimut"' ttt" o"p'""åiåi 
"ñJiã"-¿"p*tiaTed 

replacement cost of a facility'

TheofficeoflnspectorGenerallrasrequiredthesubmissionoftheMinimumDataSet(MDS)since1992
and DMS sough*o use a rool r"Ïiåì1;';;;;rsirigøcitity inJurrrv ¡n order10 calculate case-mix The

case_mix Þoflion of the r"," *fi',Jifi;;,;ïniöö'ilo "ià 
írr. n"rour". Utilization Group (RUG) lll to

catculate ihe individual faciliry's average case-mlx'

Thecase¡nixportionoftheratewillbeadjustedquarterlytoreflegtthefaciliff'scase-mixassessments
frorn a previous quarter and ,"""å¡ïU',f1. åir""t .år. uni no*pl..onn.l op"tuiion costs (supplies' etc )

norrion olthe srandard price ,o, ilrå'.u,r"n, quarter. For exampti, tt't" tut. eifective 7/1i2008 - 9/30/2008

i"tii';";;ä;;",';"rnents frorn l/l/2008 - 3t31t2008 as of 6/30/2008

SECTION 1 1 O. PARTICIPATION REQUIREMENTS

A.ThefacilitiesreferencedinSectiononehundred(100)shallber.eirnbursedusing^themethodologydescribed
in 907 KAR 1 :06J. These facilities stratt ue ti"enseJi'yìË!tîiü:r;q:ncv^ioffice of Inspector General)

for the commonwealth of Kentucky una 
"e,tifreí 

for Medicaid participation by the Depatlment for

Medicaid Services'

B.Anursingfacility,exceptanursingfacilitywìthwaiver,choosingtopârticipateintheMedicaidProgram
*iil be requireä'i"'¡ã"!'*.",v 1ã0r perðent.;'t,i M;ì;;d ;"ïnà¿ ut¿t particioate in the Medicare

p,o,,u,,' o,."n i,.0.1 Ïñ il,";J;"li u"ås pu,Li"ipjing in the Medicare program whichever is greater. lf lhe

Nr ¡as le's rnul' åi,'iiäi tiå' it'ãt 
'i' 

tå¿' 
'närr 

puii"iput" in the Medicare Program'

C.TheMedicaidProgramshallreimburseaìlMedicaidbedsinanursing.facilitvatthesamerate.The
Medicaid,u,.",i,tli,t,'"dlorafacilityl..h.*:äilä""ä'ä*"i".aitve¿¡óai¿participatingbedsin
that individual facilitY

TN No.
Supersedes
TN No. 03-0128

17 -002
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SECTION I2O. PAYMENTS FOR SERVICES TO MEDICARE/MEDICAID RESIDENTS

A. Dually eligible residents and residents eligible for both Medicare and Medicaid (non-QMB) shall be

required to Exhaust any applicable benefits under Title XVIII (Paft A and Part B) prior to coverage under

the Medicaid Program.

B. APPLICATìON. Services received by a resident that are reimbursable by Medicare shall be billed first to

the Medicare Program. Any appropriate co-insurance or deductible payment due from the Medicaid

Program shall be paid outside the Cost-based facility Cost-Related Payrnent System in a mânner prescribed

by the Department for Medicaid Services. Coinsurance and deductible payments shall be based on rates set

by the Medicaid Program. A day of selice covercd in this manner shall be considered a Medicare resident

day and shall not be included as a Medicaid resident day in the facility cost report.

SECTION I30. PRICE-BASED NF REIMBURSEMENT METHODOLOGY

The price-based nursing facility reimbursement methodology reflects the differential in \ryages, properry

values and cost of doing business in rural and urban designated areas This results in two stãrdard rates, a

standard rate reflecting the lower wages for the rural facilities and a slightly higher rate for the urban

facilities.

B. Tlie rural and urban designated areas are based on the "Core Based Statistical Area (CBSA) definitions

designating the urban population centers based on the national census and updated every four years, as

published by the Federal Office of Management and Budget.

C. In order to determine the standard rates for urban and rural facilities, the department utilized an analysis of
fair-market pricing arid historical cost for staffing ratios, wage rates, cost of administration, food,

professio¡al suppofi, consultation, and non-personnel operating expenses as a percentage oftotal cost

D. The standard price is comprised ofthe following components and percentages ofthe total tate:

1. Personnel 650lo

A,

TN No. 17-002
Supersedes
TN No. 02-02
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Non-personnel operating 60/o;

Administration l3%;
Food 4Yo;

Professional supports & consultation 20á;
Non-capital facility related cost 3%; and
Capital rate 1Yo.

E. The standard price shall be re-based in 2008 and adjusted for inflation every July I

A portion ofthe standard price for both urban and rural facilities will be adjusted each calendar quarter for
"case-mix". The "case-mix" adjusted portion shall include the following:

2.
3.
4.
5.

6.
7.

F.

l. The personnel cost ofa:

DON-Director of Nursing;
RN-Registered Nurse;
LPN-Licensed Practical Nurse;

Nurse Aide;
Activities worker; and
Medical records director.

2. The non-personnel operating cost including:

Medical supplies; and
Activity supplies.

G. The "non-case¡nix" portion ofthe standard price shall not be adjusted for case mix and includes:

Administration;
Non-direct care personnel;
Food;
Non-capital related costs;
Professional support;
Consultation;
Capital cost component; and
An allowance to ofßet a provider assessment.

(a)
(b)
(c)
(d)
(e)
(Ð

(a)
(b)

L
2.
J.
4.
5.

6.
7.

8.

TN No. l7-002
Supersedes
TN No. 05-005
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H. Thecapitalcostcomponentslrallbearr..add-on,,tothenoncase.mix',adjustedportionoftherate'

Ancillaries are services for which a separate charge is submitted and include:

1. Speech TlieraPY;

2. OccuPational TheraPY;

3. Physical TheraPY;

4. Oxygen Services;

5. LaboratorY; and

6. X-ray.

Ancillary therapy services are reimbuÏsed pursuant to 907 KAR I :023'

Oxygenconcentratorlimitations.EffectiveOctoberl,lggl'theallowablecostofoxygenconcentrator
rentals shall be limited as follows:

1. A facility rnay assign a separate concentrator to any resident who has needed oxygen during the- 
prio. o, áurr"'rt ,nont¡, 

"nå'for 
whom there is a doctor's standi'g order for oxygen' For the charge

by an outside suppt;"r to ùe consiaered as an allowable cost, thecharge shall be based upon actual

ura!". a minimunr charge by an outside supplieris allow^able ifthis charge does not exceed twenty-

five (25) percent of th;-MäJi""* p"n B'm*imum. The minimum charge is allowable if the

conce trator i. u."o r"r, iÁun un uu".ug" of two (2) hours per day during the-entire month (for

example, less than Oo nãu,t ã"itg a ttrirty 1:O¡ Oay- month)' The maximum allowable charge by

the outside ,uppti"r rt,"it ,rot "*""ä 
on" }runi.éd liOO¡ percent ofthe Medicare Part B maximutn.

For the maximum 
"fru.g" 

io u iu"itity to be considèred as the allowable cost, the concentrator shâll

have been ur"o on uu".ä-g" rãi u p".ioa of at least eight (g) hours per day for the entire month (for

example, 240 hours o".iig 
" 

ilrl,.tv (30) day month). In those cases whefe the usage exceeds that

necessafy fo. th" mirlimrrfi 
"na.g" 

uì¿ í. l"r, t6un rhe usage required for the maximum charge, the

reimbursement shall be computed by dividing the hours of usage by

J.

K.

TN No. 17-002
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TN No. 04-05

Approval Duþ' AUG 2 3 2017 Effective Date: Julv 1" 2017



State : Keutluqkv Attachment 4.l9-D
Exhibit B
Page I 1

240 and then rnultiplying the result of this division by the Medicare Pa¡t B maximum charge. Fot'

example, if a concentrator is used less than 220 hours during a thirty (30) day month and the
maximum Part B allowable charge is $250.00; then the allowable charge is computed by dividing
the 220 hours by 240 hours and then multiplying the product of this division by $250.00 to obtain
the allowâble charge of $22917. Allowable oxygen costs outlined in this paragraph shall be

considered to be ancillary costs.

A facility shall be limited to one (1) standby oxygen concentrator for each nurses' station. The
Medicaid Services Program may grant waivers ofthis limit. This expense shall be considered as a

routine nursing expense for any month in which there is no actual use of the equipment. The
allowable cost for standby oxygen concentrators shall be Iimited to twenty-five (25) percent ofthe
maximum allowable payment under Medicare Part B for in home use.

NOTE: Drugs for residents in nursing facilities shall be reimbursed through the pharmacy program.

L. The departrrent shall adjust the Standard Price iÎ

A government entity imposes a mândatory minimum wage or staffing ratio increase and the
increase was not included in the inflation adjustment; or

A new licensure requirement or ne\ü interpretation of an existing requirement by the state survey
agency that results in changes that: affect all facilities within the class. The provider shall document

2.

2.

TN No. 17-002
Supersedes
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A.

B.

For each calendar quarter, based on the classification of urban and rural, the department shall calculate an

individual NF's price-based rate to be the sum of:

L The case-mix adjustable portion of a NF Standard Price, adjusted by the individual NF's current

average case-mii index. Èxcept that until June 30, 2000 the average case-mix index shall be the

greatei ofthe current average case-rnix index or the case-mix average calculated as a ratio of the

iacility's case-mix index to the statewide average case-mix index that would have been used for

January 1,2000 rate setting. After July 1,2000 the irdívidual NF's actual average case-mix shall

be used in the rate calculation; and

2. The non-case-mix adjustable portion of the assigned total standard P¡ice and the capital cost

comPonent.

A capital cost cornponent shall be calculated on an individual facility basis based on the facility appraisal

"o,npl"t"d 
in November 1999. Reappraisal shall be conducted and utilized to determine the facility specific

capiial cornponent. The departmenf ihall appraise a price- based NF to determine the facility specific capital

"oinpon.nt 
iguin in 2009, tliereafter, 

"u"ry 
fiu. (5) years. The Department shall contract with. a ceftihed

appàisal coñpany to perform the appraisal using the Marshall & Swift Boeckh Building Valuation System

dlVS). fn" appráisat-is based on the depreciated replace rent value of the individual facility. The same

Àpprálrul Co-pany shall perform any re-appraisal that may be requested by a facility within that five-year

period.

A facility may request a re-appraisal within five years should renovations or additions have a minimum

total cos; of gi 50,it0O for tucijities with more than sixty (60) licensed beds. For facilities having sixty (60)

or less licensed beds, the total renovation or addition must be a

C.

TN No. l7-002
Supersedes
TN No. 05-001
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D.

E.

minimum total cost of $75,000. The individual NF shatl subt¡it written proof of construction cost to the

departrnent in order to request a reappraisal. The individual NF shall reimburse the depafiment's contrâcted

appraisal company for the cost ofthe appraisal. Cost ofan appraisal or re-appraisal shall be responsibility

ofthe NF being appraised.

A capital cost cornponent shall be calculated or an individual facility basis. A capital cost component based

o¡ the results ofthè appraisal shall be the total ofthe average licensed bed value and ten (10) percent ofthe

licensed bed value for land on which the NF is built. To this sum, add two thousand dollars per licensed

bed for equipment. To deterfirine the rate of return for capital cost, multiply the sum of the preceding

paragraph-by the yield on a twenty (20) year Treasury bond plus a lisk factor of two (2) percent. The rate

òft"iurn strált be no less than nine (9) percent or greater than twelve (12) percent per state fiscal year. The

final calculation to determine the individual NF's capital cost component shall be the product ofthe rate of
return calculation divided by the total number ofNF bed days as calculated in paragraph F ofthis section.

To determine the average licensed bed value, the depreciated replacement cost of the NF, âdjusted every

July l, shall be divided by the total number of licensed beds in the NF with the following limitatio s:

L The average bed value shall not exceed $56,003 effective July 1,2017, as adjusted through the

current state fiscal year by the same value as the NF's depreciated replacement cost; and

2. Shall exclude:
(a) Equipment; and
(b) Land,

NF bed days used i¡ the capital cost rate calculation shall be based on actual bed occupancy, except that

the occupancy rate shall not be less than ninety (90) percent of certified bed days.

The department shall utilize a rate of retum for capital costs that shall be equal to the yield on a twenty (20)

year Tieasury bo'd as of the first business day on or after May 3l of each year. Should a change of
ównership occur. pursuant to 42 CFP* 447 .253 (2)(d), the new owner shall continue to receive the capital

G

TN No. l7-002
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cost rate of the previous owner unless the NF is eligible for re-appraisal pursuant to section IV B of this

manual.

SECTION I50. ON-SITE REVIEV/S AND VALIDATION

On a quarterly basis, beginning January l, 2000 the department shall perform on-site reviews of NFs. The

review will consist of a minimum of 25 percent of the Medicaid residents, reviewing one MDS assessment

cor.¡pleted by the NF frorn each resident. The department shall validate the MDS assessments by using the

Long Term Care Facility Resident Assessment Instrument User's Manual.

Should the depaftment invalidate a NF's MDS, resulting in the NF not rneeting the minimum accuracy

threshold, the NF may request â reconsideration ofthe findings ofthe department within ten (10) business

days. The deparhnent shall receive a written request by the NF that the department reconsider the

invalidation. The depaltment shall conduct the second validation within ten (10) business days of receipt

ofthe request and notify the provider in ',ryriting ofthe decision. A provider may appeal the second valìdation

per 907 KAR 1:671, Sections 8 and 9.

SECTION I60. LIMITATION ON CHARGES TO RESIDENTS.

Except for applicable deductible and coinsurance amounts, a NF that receives reimbursement for a
Medicaid resident shall not charge a resident or his representative for the cost of routine or ancillary

services.

A NF may charge a resident or his representative for an itern if the resident requests the item and the NF

info¡ns the resident in writing that there will be a charge. A NF shall not charge a resident for an iteln or

service if Medicare or Medicaid pays for the item pursuant to 42 CFR 483.1 O(cXSXii).

A NF shall not require a resident or an interested party to request any item or services as a condition of
admission or continued stay. A NF shall inforrn the resident or an interested paÉy requesting an ¡tem or

service that a charge will be rnade in writing that there will be a charge and the amount of the charge.

A NF may charge a resident for the cost ofreserving a bed ifrequested by resident or interested party after

the fourteenth (l4th) day ofa temporary absence from the facility pursuant to 907 KAR l:022.

A.

B,

C.

D.

A.

B.

TN No. l7-002
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E.

SECTION

B.

C.

Durable medical equipment (DME) and supplies shall be furnished by the NF and not be billed to the

depadmenf under separate DME clâim pursuant to 907 KAR I :479.

I7O, REIMBURSEMENT FOR REQUIRED SERVICES UNDER TEE PRE-ADMISSION SCREENING

RESIDENT REVIEV/ (PASRR).

Prior to adrnission of an individual, a price-based NF shall conduct a level I PASRR in accordance with

907 KAR 1:755, Section 4.

The departrnent shall reimburse a NF for services delivered to an individual if the NF cornplies with the

requirements of907 KAR I:755.

Failure to cornply with 907 KAR l:755 may be grounds for termination of the NF's participation in the

Medicaid Program.

SECTION I80. NF PROTECTION PERIOD AND BUDGET CONSTRAINTS

A. For the period ofJanuary l, 2000 through June 30, 2002, a NF shall not receive a rate that is less than the

rate thai is set for the NF pursuânt to 907 KAR 1:025E on July l, 1999, including any capital cost and

extenuating circumstances add-ons.

B. The department shall monitor payments on a monthly basis to ensure that aggregate payments made to NF's

do not exceed the appropriated funds in fiscal years 2000 through 2002.

C. In order to monitor the payments, the department shall on a monthly basis notify the industry's

representatives in writing the total payment amount for the preceding month.

D. The department shall also place on the Medicaid lnternet site the amount of payment in aggregate to the

NF's for the preceding month and the cumulative amount paid for the current state fiscal year.

TN No. 17-002
Supersedes
TN No. 04-05
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SECTION 190. ANCILLARY SERVICES

A. The department shall reimburse for an alcillary seruice that meets the criteria established in 907 KAR I :023

utilizing the corresponding outpatient procedure code rate lísted in the Medicaid Physicians Resource Based

Relative Value Scale fee schedule.

B. The depârlment shall reimburse foran oxygen therâpy utilizingthe durable rnedical equipment fee schedule.

Respiratory therapy and lespiratory therapy supplies shall be considered in the routine services per diem

rate.

The department shall calculate an add-on amount in accordance with 907 KAR 1:065, Section 12, to be in

effect fro¡r November 1, 2003 through June 30, 2004, to a nursing facility's routine services per diem rate

if the nursing facility incurred cost providing respiratory therapy or respiratory therapy supplies for the

period July 1, 2003 thlough September 30, 2003.

A nursing facility shall submit documentation requested by the department in order to apply for a routine

services per diem add-on in accordance with 907 KAR l:065, Section l2

SECTION 2OO. REIMBURSEMENT REVJEW AND APPEAL

A NF may Appeal department decisions as to the application ofthis regulation as it impacts the NF's price-

based reimbursement rate in accordance with 907 KAR 1:671, Section 8 and 9.

C.

D.

E.

TN No. 17-002
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SECTION 2I O. COST REPORT INSTRUCTIONS FOR PRICE-BASED

All Medicaid Supplemental Schedules must be accompanied by a working trial balance and audited financial statements (if
applicable).

SECTION I. SCHEDULE NF.1 - PROVIDER INFORMATION

Enter in the appropriate infonnation. Choose whether the cost repoú is in a leap year or a regular 365 day year.

Note that the cost repoft must have an original signature by an officer or adrninistrator ofthe facilify.

SECTION 2. SCHEDULE NF-2 -- V/AGE AND SALARY INFORMATION

This schedule records a facility's labor costs.

A. The pay period starting date should be the first day ofthe first payroll period in the provider's fiscal year.

Likewise, the end date shall be the final day ofthe last payroll period in the frscal year.

B. Under wage infonnation, the hours paid includes vacation pay, sick leave, bereavement, shift differential

and holidays in addition to time engaged in for regular business activity. Hours wotked, in contrast, are

only those hours that the en.rployee spent at the facility in norinal work duties. Wages paid should include

all compensation paid to the employee, including time worked, time in training, vacation, and sick time.

C. Expenses incurred with outside businesses for temporary-nursing staff should be placed under contracted

services. For each nursing category, enter the hours worked by the contract employees and the amount

charged by the contracting business for wages paid. Hours paid and hours worked will differ only if the

contrâct staff engaged in training while being ernployed at the facility.

D. Benefits paid by the facility for all employees (nursing staff, administrative, etc.) should be included under

Section C: the facility's contribution for health insurance, life insurance, etc. would be listed under these

categories.

TN No. 17-002
Supersedes
TN No. 00-04
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SECTION 3. SCIìEDULE NF. 3- STAFF INFORMATION

On an annual basis, tlie Dopaltment lol Medicaid Services shall select a seven-day period in wliich tlie facility

records inf'ormation legalclitlg their staffing levels and patient days'

A, Record the ltumber of residents in you|fàcility in tlie Reside t Ceustrs section. This illclLtdes only those

full-tirne lesidents in the celtified nulsing facility section

B. For each ofthe stafT categories, r'ecorcl the nrrmbel ofstaffon duty. Contract staff'should be included in this

category.

C. Colltinue this th|oughout the seven-day survey petiod'

TN No, l7-002
Supersedes
TN No. 03-0128
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SECTION 4, SCI-IEDULE NF- 7- ALLOCATION STATISTICS

A. Seotion A - Aucillaly Charges

Column I . Entel the Íotal charges f'ol each type of ancillaly selvice on Line I thlough 6. The sunr

of lines I tlrrough 6 are totaled on line 7.

Column 2. Enter the total charges lol each type ofanc¡ìlary setvice ptovided to KMAP pâtients in

celtified beds on lines I througli 6. Lines 1 through 6 a sunrured and totaled on line 7.

Column 3. The Medicaid pelcentage in colunrn 3 is calculated by dividing KMAP chalges in
colunln 2 by total charges in column 1. Percentages sliall be callied to f'our clecimal places (i.e.,

XX.XXXX%).

B. Section B - Occupancy Statistics.

Certilìed Nursing Facility. Use the Bed Days Available worksheet on Box C to corrplete lines l, 2, and 3.

For line 4. entel in the'l'otal Patient Days provided to allceltified nulsing fàcility residents. On line ó. enter

i;r the I(MAP Patient Days.

C. Non-Certified and Othel Long-Term Cate

Lines I and 2. Entel the numbel of licensed beds at the beginning and end of the fisoal yeal'

Tenrporaly changes due to alterations, painting, etc., do not affèct bed capacity.

Lire 3. Total licensed bed days available shall be detelulined by nrultiplying the numbet ofbeds in

the period by the uulrber o1'days in the peliod. Take into account increases and decleases in the

numbel o1'liceused beds and the numbel ofdays elapsed since the changes. Ifactual bed days ale
greatel than licensed bed days available, use actuaÌ bed days.

3. Line 4. Total patient days should be enteled in.

2.

3.

z.

TN No. 17-002
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SECTION 5. SCIIEDULE NF- 8- MISCELLANEOUS INIìORMATION

All ¡rlovidets must colnplefe section A aud B.

A. A NF'shall submit a Meclical'e cost repoÍ and Medicaid suppletnent schedule pursuant to CMS Provider

ReinrbUr.sement Manual -PaIt2(Pub. 15-II)Section 102, 102.1,I02.3and I04 included in this manual.

B. A copy of a Nlï's Meclicale cost tepolt fof the most tecent fiscal yeat end'

C. A completed copy of the Medicaitl suppletner'ìtal sclredules included ìn this n.ranual shall also be submitted

with the NF's Medicare cost report

D. A cost l.epolts financial data lelated to routine services shall be used fol statistical purposes.

TN No. l7-002
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SCHEDULE NIì-]
PROVIDI]R INFORMATION

PROVIDER NAME: PROVIDER NUMBER:

Period flom: to_

Leap Year !
366

365 !

Stleet
Addless

P. O. Box

City

State

Zip Code

Phone

Fax

Of ficel of Facility

I I1EREBY CERTIFY that I have examinecl the accompanying l(entucky Medicaid Cost Report fol the period ended

0l/01/2000 and to the best of r.r.ry knowledge and belìeî, they are true and accurate statements prepared flom the books and

records of in accordance with applicable ploglam ditectives, except as Íìoted.

(Print)
Olficel or Administlator of Facility

(Signed) Officel or Administlatol of Facili1y

Approval Date:
AUG 2 S 2017

Tirle

Effective Date: Julv 1,2017
TN No. l7-002
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Atlachment 4.19-D
Exhibit B
Page 2l -lì

PROVIDER NAME:
PROVIDER NUMBER

Pav ueriod stan date:

A. Wage lnformation
Cost Category

A. RN
B. I,PN
C. Aides
D. Director of N ttlsing
E. Activities
F. Medical Recotds
G. Dietaly
Iì. Housekeeping/LaLrndlY
l. Social Set vices
J. Maintenal'ìce

Total

B, Contracted Services
Cost Categol y

A. IìN
B. LPN
C. Aides

Total

l-lealth lnsurance

Life lnsulance

Retitelnent

Vy'orkers Cotlpctrsation

FICA

SCHEDULE NF-2
V/AGE ,AND SALARY INFORMATION

End date:

I Iouls Paid Hours Wolked

Houl s Paid
0
0

0
0

Hours 'Worked

FYE: 0l /01/2000

ages

$0
$o
$0
fio
$0
$0
$0
s0
$0
$i0

$0

Paid

0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0

0

Wages Paid

0
0

0
0

$0
$0
$0
$0

C. llenefits Paid fo| by Ntr|sing Facility
Totals taken frotn
FYE 0l /01i2000

$0

$0

$i0

$o

$o

TN: l7-002
Supersedes
TN # 00-04
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FYE: 0110112001

r-l
=ti..¡l

il4
ö

o
o.l

,o

r!

PROVIDERNAME:
PROVIDERNUMBER

Patient Census
Number of Patient Days

09/16/99
0

09/18/99
0

09/t9/99
0

09/13t99
0

09/14199 09/t5/99
0

09/t7 /99

Number of Staffon Payroll

Staff Category 091t3/99 09/14t99 09/1 09/t7 t99 09/t8t99 09119/99
RN

0
0

0
0
0

0
0

0

0

0
0

0
0
0

0
0

0

0

00

0

È(-.
a\., 

IeÊ
cq
¿5 I

-lol
ö

a
E
o
a-

0
0

0

0
0
0

0
0
0

0
0
0

RN Staffing Day
RN Staffing - Evening
RN Staffing Overnight
LPN
LPN Staffing - Day
LPN Staffing Evening
LPN Staffing-Overnight
Aides
Aide Staffing - Day
Aide Staffing Evening
Aide Staffing - Ovemight
Food Service
Food Service Workers - Day
Food Service Workers - Evening
Suppot Personnel
Housekeeping/Laundry Service
Vy'orkers
Social Se¡vices Worker
Activities Worker
Medical Records Worker
Maintenance Worker
Director ofNursing

0
0

0
0

0

0

0

0

0

0
0

0

0

0

0
0

0

0

0

0

0

0
0

0

a'llol *ot o
Fl ðiq
-r _o e
o?oz õzz*z¡u)l
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þ'YE: 0l/01/2000PROVIDER NAME:
PROVìDER NUMBER:

Ancillaly Chalges (l)
10'tAr-

$0
$o
$0
$0
3ì0

$0
$0

(2)
MITIDICAII)

(3)
MEDICAID %

0.0000%
0.0000%
0.0000%
0.0000%
0.0000%
0.0000%ffi

PIIYSICAT, I] II]RAPY
x-R^Y
I-ABORA'IOI{Y
OXYGI]N/RESP, lI ITIRAPY
SPHr)CI-ì

OCCUPAl'ION,{I- II IDIIAPY
l'Ol'At.

I,ICFNSIID RI]DS A]-
T]I]CINNINC OI:I PI]IìIOI)
l.,lcl:lNSÈlD UEDS 

^l'I:IND 
OF

Ptììtor)
.I????? OCCUPANCY
?????? PA']]IINT DAYS
???? KMAP OC(]I ]PAN(]Y

$0
$0
$o
$0
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SECTION 220, INTRODUCTION TO COST.BASED REIMBURSEMENT SYSTEM

A. The Department for Medicaid Services has established a prospective reimbursement system for costs-based

facilities. Cost based facilities include the following:
I . Institutions for Mental Diseases (IMD's);
2. Pediatric Nursing Facilities; and

3. Intennediate Care facilities for individuals with an intellectual disability OCF-IID).
4. Veteran's Affairs (VA) state operated and controlled nursing facility.

The reimbursement methodology for the facilities listed is outlined here. Also included in this section are the facilities that

are reimbursed by all- inclusive rates. The payment method is designed to achieve two major objectives: f. To assure that

needed facility care is available for all eligible recipients including those with higher care needs and, 2). To assure

Department for Medicaid Services control and cost containment consistent with the public interest and the required level of
care.

B. l. This cost-based system is designed to provide a reasonable return in relation to cost but also

contains factol s to encourage cost containment. Under this system, payment shall be made to state

owned or operated, non-state but government owned or operated, and non-governmental ICF-llDs

on a prospectively determined basis for routine cost of care with no year-end adjustment required

other than adjustments which result from either desk reviews or field audits.

2. Effective with the eight month period ending June 30,2006, and continuing annually thereafter on

a state fiscal year basis, a year-end cost settlement \ryill be required for state owned or operated ICF-

IID. Total reilnbursement to state owned or operated ICF-llD in aggregate shatl be limited to the

lesser of actual costs or the amount the state reasonably estimates would have been paid under

Medicare Payment Principles. The determination will be in conformance with the standards and

methods as expressed in 42 CFR 447.257 and 447 .272. Cost associated with prescription drugs

should be removed from the routine cost. Central Office Overhead costs for facilities that are state

owned, but not stâte operated should be adjusted to remove costs that are determined in accordance

with Medicare reimbursement principles to duplicate costs incurred by the operating entity.

3. Effective with the period ending June 30, 2014, and continuing annually thereafter on a state fiscal

year basis, a year-end cost settlement will be required for state o\ùned or operated VA facilities.

Total reimbursement to VA's in aggregate shall be limited to the lesser ofactual costs or the amount

the state reasolably estimates would have been paid under Medicare Payment Principles. The

determination will be in conformance with the standards and methods as expressed in 42 CFR

447.257 and 447.272. Effective for dates of service on or after August 1, 2014, cost associated

with prescription drugs will be included as an ancillary cost. Both routine and ancillary cost shall

be detenninèd in accordance with Medicare reimbursement principles. Central Office Overhead

costs for facilities that are state owned, but not state operated should be adjusted to remove costs

that are deterrnined in accordance with Medicare reimbursement principles to duplicate costs

incurred by the operating entity. An interirr per diem inclusive of routine, capital, and ancillary

costs \ ill be established based on the most recently submitted Medicare cost report for the July 1

rate-setting period. Costs, excluding capítal, will be trended and indexed utilizing Global Insight

inflation
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factors. A pro-fornìa cost repoft will be used for the initial rate-setting period ifthe Medicare cost
report is not available. Once a desk review has been completed to review for allowable costs, and

allow for Medicaid claims to process and paid through the MMIS for the period, a finâl cost
settlement will be completed.

Ancillary services as defined, shall be reimbursed on a cost basis with a year-end retroactive settlement.
As with routine cost, ancillary services are subject to both desk reviews and field audits that may result
in retroactive adjustments.

The basis of the prospective payment for cost is the most recent annual cost report data (available as of
May l6) trended to the beginning ofthe rate year and indexed to the mid-point of the prospective rate year.

The routine cost is divided into two major categories: Nursing Services Cost and All Other Cost.

SECTION 230, PARTICIPATION REQUIREMENTS

PARTICIPATION REQUIREMENTS. Except for ICFJID's and VA's, cost-based facilities participating in the
Depaltment for Medicaid prograrn shall be required to have at least ten (10) of its Medicaid cefified beds
participating in the Medicare Program or t\ryenty (20) percent of its beds if greater, but not less than ten (10) beds;

for a facility with less than ten (10) beds, all beds parlicipate in the Medicare Prograln.

SECTION 240. REIMBURSEMENT FOR REQUIRED SERVICES UNDER THE PRE-ADMISSION SCREENING
RESIDENT REVIEW (PASRR) FOR VENTILATOR UNITS, BRAIN INJURY UNITS, IMDS, AND PEDIATRIC
FACILITIES.

Prior to admission of an individual, a nursing facility shall conduct a level I PASRR in accordance with
907 KAR I :755, Section 4.

Tlìe department shall reimburse a nursing facility for services delivered to an individual if the facility
complies with the requirerrents of 907 KAR l:755

Failure to comply with 907 KAR l:755 may be grounds for termination of nursing the facility parficipation
in the Medicaid Program.

Except for applicable deductible and coinsurance amounts, a NF that receives reimbursement for a

Medicaid resident shall not charge a resident or his representative for fhe cost of routine or ancillary
services.

A NF may charge a resident or his representative for an itern ifthe resident requests the item, the NF inforrns
the resident in writing that there will be a charge. A NF shall not charge a resident for an item or service if
Medicare or Medicaid pays for the item pursuant to 42 CFR 483.1 0(c)(8)(ii).

A NF shall not require a resident or an interested patty to request any item or services as a condition of
admission or continued stay. A NF shall inform the resident or an interested party requesting an item or
selice that a charge will be rrade in writing that there will be a charge and the amount ofthe charge.

C.

D

A.

B.

C.

SECTION 250. LIMITATION ON CHARGES TO RESIDENTS.

F,

G

H.
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A NF may charge a resident for the cost ofreserving a bed ifrequested by resident or interested party after'

the foufieentll (14th) day ofa temporary absence from the facilify pursuant to 907 KAR l:022.

Durable medical equiprlent (DME) and supplies shall be furnished by the NF and not be billed to the

depaúment under separate DME claim pursuant to 907 KAR 1474.

SECTION 260. ROUTINE COST

Routine costs are broken down into two major categories: Nursing Service costs and All Other costs.

Routine Cost includes all items and services routinely furnished to a]l residents.

NURSING SERVICES COSTS. The direct costs associated with nursing services shall be included in the

nursing service cost category. These costs include:

I.

A.

B.

1.

2.

3.

4.'

5.

6.

Costs of equipment and supplies that are used to complement the services in the nursing services

cost category;
Costs for education or training including the cost oflodging and meals ofnursing sewice personnel.

Educational costs are limited to either meeting the requirements of laws or rules or keeping an

employee's salary, status, or position or for maintaining or updating skills needed in performing

the employee's present duties;
The salaries, wages, and benefits of persons performing nursing services including salaries ofthe
director ofnursing and assistant director ofnursing, supervising nurses, medical records personnel,

registered professional nurses, licensed practical nurses, nurse aides, orderlies, and attendants;

The salaries or fees of medical directors, physicians, or other Professionals performing consulting

services on medical care which are not reimbursed separately; and

The costs of travel necessary for training programs for nursing personnel required to maintain

licensure, certification or professional standards.

Nurse aide training costs billable to the program as an administrative cost are to be âdjusted out of
allowable cost.
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B. ALL OTHER COSTS. Costs reported in the All OTHER COST category includes three major cost centers

as repoúed on the annual cost report:

other ca¡e-Related cost, other operating costs, Indirect Ancillary costs, and capital costs.

l. Other Care-Related Costs. These costs shall be reported in the other care-related services cost

category:

a. Raw food costs, not including preparation;

b. Direct costs ofother care-related services; such as social services and resident activities;

c. The salaries, wages, and benefrts ofactivities' directors and aides, social workers and aides,

and other 
"*"-r.lut.d 

personnel including salaries or fees of professionals perfonning

consultation services in these areâs which are not reimbursed separately under the

Medicaid Program;
d. The costs òftraining including the costs of lodging and meals to meet the requirerrents of

laws or rules for keéping an employee's salary, status or position, or to maintain or update

skills needed in performing the employee's present duties'

2. Other Operating Costs. The costs in this category shall include the supplies, purchased services,

salaries, wages and benefits for:

a. Dietary Services
b. Laundry services including the laundering of personal clothing which is the normal

wearing apparel in the facility. The cost of dry cleaning personal clothing, even though it

is the normal wearing apparel in the facility, is excluded as an allowable cost. Providers

shall launder institutional gowns, robes and personal clothing which is the normal wearing

apparel in the facility without charge to recipients. The recipient or responsible_ party may

ui iheir discretio, makes other arrangements for the laundering of personal clothing.

c. HousekeePing
d. Plant Operation and Maintenance

e. General and Administrative Services

3. Capital Costs. The costs in this category shall include:
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4.

a. Depreciation on building and fixtures
b. Depreciation on equipment
c. Capital related interest expense

d. Rent

lndirect Ancillary Costs. Indirect ancillary costs are those costs associated with ancillary

departments (including fringe benefits).

SECTION 270. ANCILLARY SERVICES

A. Ancillaries are services for which a separate charge is submitted and include:

Respiratory Therapy
Speech Therapy
Occupational Therapy
Physical Therapy
Oxygen Service
Lâboratory
X-ray

Ancillary therapy services are reimbursed pursuant to 907 KAR l:023.

Psychological and psychiatric services shall be billed as an ancillary service by an ICF-IID

NOTE: Effective October 1, 1990 drugs for residents in Cost-Based Facilities shall be reimbutsed through

the pharmacy program.

Oxygen concenfrâtor limitations. Effective October 1, 1991, the allowable cost of oxygen concentrator

rentals shall be lirnited as follows:

L A facility may assign a separate concentrâtor to any resident whom has needed oxygen during the

prior or current month and for whom there is a iloctor's standing order for oxygen. For the charge
-by 

an outside supplier to be considered as an allowable cost, the charge shall be based upon actual

usage. A minimum charge by an outside supplier is allowable ifthis charge does not exceed twenty-

five (25) percent of the Medicare Part B maximum. The minimum

1.

2.
3.
4.
5.

6.
7.

B.

C.

D,
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charge is allowable ifthe concentrator is used less than an average oftwo (2) hours per day during

the entire month (for exarnple, less than 60 hours during a thirty (30) day month). The maximum

allowable charge by the outside supplier shall not exceed one hundred (100) percent of the

Medicare Part B maximum. For the maximum charge to a facility to be considered as the allowable

cost, the concentfator shall have been used on average for a period of at least eight (8) hours per

day for the entire month (for exarnple, 240 hours during a thirty (30) day month). ln those cases

where the usage exceeds that necessary for the minimum charge and is less than the usage required

for the maximum charge, the reimbursable shall be cornputed by dividing the hours of usage by

240 and then multiplying the result of this division by the Medicare Part B maximum charge (for

example, if a concentrator is used less than 220 hours during a thirty (30) day rnonth and the

maximum Part B allowable charge is $250.00; then the allowable charge is cornputed by dividing

the 220 hours by 240 hours and then multiplying the product of this division by $250.00 to obtâin

the allowable charge of $229.17). Allowable oxygen costs outlined in this paragraph shall be

considered to be ancillary costs.

A facility shall he limited to one (l) standby oxygen concentrator for each nurses'station. The

Medicaid Services Program may grant waivels of this lirnit. This expense shall be considered as a

routine nursing expense for any month in which there is no actual use of the equipment. The

allowable cost for itandby oxygen concentfators shall be limited to twenty-fltve (25) pelcent ofthe

maximum allowable payrnent under Medicare Part B for in home use.

SECTION 280. INFLATION FACTOR

The inflation factor index shall be used in the determination of the prospective rate shall be established by the

Department for Medicaid Services. The index shall be based or IHS Global Insight. The index represents an average

inflation rate for the year and shall have general applicability to all facilities

The inflation factor shall be appìied to nursing services costs and all other costs excluding capital costs.
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SECTION 290. PROSPECTIVE RATE COMPUTATION

Prospective rates are established annually for a universal rate year, July 1 through June 30. Rate setting
shall be based on the most recent cost reports available by May 16. lf a desk review or audit ofthe most
recent cost report is complete after May 16 but prior to universal rate setting for the ¡ate year, the desk
reviewed o¡ audited data shall be utilized for rate setting. Ifa facility's rate is based upon a repod that has

not been audited or desk reviewed, the facility's rate is subject to revision after the cost lepoft has been

audited or desk reviewed.

Allowable routine Cost-Based Facility cost is divided into two components: Nursing Services Cost and All
Other Cost.

Allowable cost for the Nursing Services Cost componelt shall be trended to the beginning ofthe universal
rate yeff and indexed for the period covering the rate year based on an inflation factor obtained from the

IHS Global Insight forecast table for Skilled Nursing Facilities.

Allowable cost for the All Other Cost center, with the exception ofthe Capital Cost sub-component shall
be trended and indexed in the same manner as Nursing Services costs.

The total Cost-Based Facility Cost for each category, after trending and indexing, shall be divided by total
Certified Cost- Based Facility days in order to compute a per diem. A minimum occupancy limit of ninety
(90) percent of certified bed days available, (except for state government-owned facilities shall be seventy
(70) percent of certiflred bed days), or actual bed days used if greater, and a maximum occupancy limit of
ninety-eight (98) percent computed in the same manner, shall be used in computing the per diem.

SECTION 3OO. ADJUSTMENT TO PROSPECTIVE RATE

Upon request by participating facility, an increase in the prospective rate shall be considered if the cost

increase is athibuted to one (l) ofthe following reasons:

Governmentally imposed minirlum wage increases, unless the minimum wage increase was taken

into account and reflected in the setting ofthe trending and index factor.

Direct effect of newly published licensure requirements or new interpretations of existing
requirements by the appropriate

A.

B.

C.

D.

E.

A.

2.
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B.

governmental agency as issued in regulation or written policy material which affects all facilities

ivlttrin the class. The provider shall demonstrate througli proper documentation that a cost ¡ crease

is the result of a new policy interpretation; or

3. Other diLect governmental actions that result in an unforeseen cost i crease'

To receive a rate increase (except for Federal or State minimum wage increases), it shall be demonstrated

by the facility that the amount of cost increase resulting directly from the governmental actioll exceeds otl

aí annualizeã basis, the inflation factor allowance included in the prospective rate for the general cost area

in which the increase occurs. For purposes of this determination, costs shall be classified into two (2)

general categories, Nursing Service and all other.

Other.Cost. Within each ofthese two (2) categories, costs are to be further broken down into "salaries and

wages,'and .,other costs." Those costs directly related to salaries and fringe benefits shall be considered as

"salaries and wages" when determining classiftcations.

Other unavoidable cost increases of a substantial nature, which can be attributed to a single unique causal

factor, shall be evaluated with respect to allowing an interim rate change. ordinarily budget items such as

fooA, utititie., and interest where cost increases may occur in a generalized manner shall be excluded fi'om

this special cónsideration. Secondary or indirect effects of governmentâlly imposed cost increases shall not

be considered as "other unavoidable cost increases."

The increase in the prospective rate shall be limited to the amount ofthe increase directly attributable to the

lou"rnrn"ntut actio; to the extent that the increase on an annualized basis exceeds the inflation factor

ãllo*un"" included in the prospective rate for the cost center in question. In regard to minimum wage

increases, the direct effect shall be defined as the time worked by total facility employees times the dollar

arìount ;f change in the minimum wage law. However, the amount allowed shall not exceed the actual

salary and wage'increase incurred by the facility in the month the minimum wage increase is effective. An

".."øi"r 
to tîis shall be consideréd when there is an unusual occurrence that causes a decrease in the

normal staff attendance in the months the minimum wage increase is effective

C.

D
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E. The effective date of a prospective rate adjustrnent shall be the first day ofthe calendar month in which the
direct governmental action occurred. To be allowable, a request for an adjustment to the prospective rate
shall be received by tlie Depadnent for Medicaid Services within sixty (60) days ofthe direct governmental
âction, except where the costs are to be accumulated.

Iftwo (2) or more allowable reasons for â râte change occur in the same facility fiscal year, the costs may
be accumulated and submitted at one (1) time. Each cost shall be docurnented. A rate adjustment, if allowed,
shall be effective the first day ofthe calendar month in which the latest direct governmental action occuned
if the request is made witliin the required sixty (60) days.

SECTION 3 I O. RATE ADJUSTMENT FOR PROVIDER TAX

After January 1, 1994, provider tax forms shall be subrnitted to the Revenue Cabinet with the required supporting
Revenue Cabinet schedules. Schedule J-Tax forms shall be submitted by providers by the end ofthe month in which
corresponding filing with the Revenue Cabinet is made.

SECTION 320. OTHER OBRA NURSING HOME REFORM COSTS

Effective October 1, 1990 and thereafter, facilities shall be Íequired to request preauthorization for costs that must
be incurred to meet OBRA 87 Nursing Home Reform costs in order to be reimbursed for such costs. The
preauthorization shall show the specific reform action that is involved and appropriate documentation of necessity
and reasonableness ofcost. Upon authorization by the Departn.rent for Medicaid Services, the cost may be incurred.
A request for a payment rate adjustment may then be subr¡itted to the Deparínent for Medicaid Services with
documentation of actual cost incurred. The allowable additional amount shall be added on to the facility's rate
(effective with the date the additional cost was incurred) without regard to upper limits or the Cost Savings Incentive
factor (i.e., the authorized Nursing Home Reform cost shall be passed through at 100 percent of reasonable and

allowable costs) through June 30, 1991. For purposes of the July l, 1991 rate setting, amounts associated \ ith
OBRA rate adjustments received prior to May 15, 1991 shall be folded into the applicable category ofroutine cost
(subject to upper limits). Preauthorization shall not be required for
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nursing home reform costs i¡curred during the period July 1, 1990, through September 30, 1990; however, the

actual costs incurred shall be subject to tests of reasonableness and necessity and shall be fully documented at the

time ofthe request for rate adjustment. Facilities may request multiple preauthorizations and rate adjustments (add-

ons) as necessary for implementation of nulsing home reform. Facility costs incurred prior to July l, 1990, shall

not (except for the costs previously recognized in a special manner. i.e., the universal precautions add-on and the

nurse aid training add-on) be recognized as being nursing home reform costs. The special nursing home reform rate

adjustments shall be requested using forms and methods specified by the Department for Medicaid Services a

nursing home rate adjustment shall be included within the cost base for the facility in the rate year following the

rate year for which the adjustment \üas allowed. lnterim rate adjustments for nursing home reforms shall not be

allowed for period after June 30, 1993. For purposes ofthe July 1,1992 and July 1, 1993 rate setting, all amounts

associated with OBRA rate adjustments for the preceding rate year shall be folded into the applicable category of
routine cost. All nursing home reform rate adjustment requests shall be submitted by September 30, 1993.

SECTION 330. PAYMENT OF SPECIAL PROGRAM CLASSES

A. BRAIN INJURY UNIT
l. A nursing facility with a Medicaid certified brain injury unit providing pre-authorized specialized

rehabilitation services for persons with brain injuries shall be paid at an all-inclusive (excluding

drugs which shall be reimbursed through the pharmacy program) fixed rate which shall be set at

$475 per diem for services provided in the brain injury unit
2. A facility providing pre-authorized specialized rehabilitation services for persons with brain

injur.ies with rehabilitation cornplicated by neurobehavioral sequelae shall be paid an all inclusive
(excluding drugs) negotiated. The negotiated rate shall be a minimum of the approved rate for a

Medicaid ceÍified brain injury unit or a maxirnum ofthe lesser ofthe average rate paid by all payers

for this service or the facilities usual and customary charges.

3. In order to participate in the Medicaid program as a Brain Injury Provider, the facility slialì:

Be Medicare and Medicaid certified;
Designate at least ten (10) certified beds that are physically contiguous and identifiable;

and,
Be accredited by the Commission on Accreditation of Rehabilitation Facilities (CARF)

(a)
(b)

(c)
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Include administration aud operations policies
Governing autholity
Quality assurance aucl pt'ogtam evaluation.

B. VENTILATORFACILITIES

A ¡ur.si¡g làcility tecognized as ploviding distinct palt ventilator dependent care sltall be paid at an al1-

inclLrsive (excluding ch ugs which shall be leìurbutsed thlough the phannacy program) fìxed rate fot services

provided in the distinct part ventilatol unit.

A distinct pal.t ventilator unit shâll:

Have a nriuimum oftweÌìty (20) beds; and

Maintain a census of fifteelt (15) patìents.

The patie¡t cens¡s shall [¡e based upon tl]e quafter preceding tlte beginning of tlre tate yeal', or tl'ìe qual'ter

preceding the quartel for which certification is requèsted if the facility did not qualif for palticipation as a

d istinct pal t ventilatol cal e unit at tlìe beginning ofthe rate yeal.

The fixecl r,ate for hospital-based facilities shall be $460 per day. 'I'he fixed I ate fol freestanding facilities

shall be g250 per.clay. The lates shall be incleasecl ot decteased based on the tlìS Global ll]sight irrflatìor1

factor for the late yeal beginnittg July 1, 1997

C. FEDERALLY DEFINED SWING BEDS

A 1èdelatly defined swing bed shall tneet the tequireurents pulsuant to 42 CFR 482 66.

A federally definecl swi g bed shall be leimbumed pursuant to 42 CFR 447.280. except for swing beds

locatecl in clitical access hospitals, which are leimbursed pulsuant to I(RS 216 380.

SECTION 340. PAYMENI' IìOR ANCILLARY SERVICES

'lhe r.easonable, allowable, direct cost of'ancillary services as defined provided as a palt of'total care shall be

compensated fhr.oLrgh the l)epat tlnellt for Medicaid Services ott a reimbursable cost basis as an aclditiotl to the

prospective l.ate. Ancillaly selvices shall be sùbject to a year-end audit, rett'oactive adjrtsttrrent ancl final settlemenf.

Each provider shall leqùest a pelcentage fàctor tailoled to its own individual cost and chalge ratios for ancillaly

ser.vices. These r.atios shall be lirnited to one hundred (100) pel0ent and the Depaltlnent shall analyze each tequest

1'oL

(d)
(e)
(Ð

l.
2.
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Medicaid Services stafl.to determine applopliateness ofthe fequested pelcentage factor'. Reimbutsable ancillary

costs sliall be deter.minecl based on tlie |aiio of Meclicaicl Plogtaur clratges to total charges applied to dilect

departmettfal costs.

A Ìett.oactive settlement betweetì actual dilect allowabÌe costs and actual paylîent macle by tlie DepaúmeÌ]t for'

Medicaicj Services shall be macle at the end oi the accountiug peliod basecl on tlre facility's aunual Cost Repott'

lnclir.ect ancillar.y costs shall be inclucled in Ioutine cost and reimbursed thfouglì the pfospective fate'

The reasonable, allowable, ciitect cost oí'ancillary setvices as defined and provided as a paÉ oltotal care shall be

cornpensatecl tlrrough the bepat,tment lor Medicaid Selvices on a reitnbursable cost bâsis as an acldition to the

prospective rate. Aricillary seivices shall he subject to a year-end auclit. tetroactive adjustment aud fillal settlement

Each provicler shall request a percentage fàctor tâiloled 10 its own incliviclual cost and chatge tatios for ancillary

services. These r.atios shall be limiteã to one hundled (100) pelcent aud each request shall be analyzed by

Depat.tment for. Medicaid Ser,vices staff to determine appropriatelless of. the requested petcentage factor'

ReilnbUl.sable ancillar.y costs shall be determined based on the latio of Medicaid Pfoglarn clrarges to total charges

appliecl to clirect departtnental costs, A letroactive settlemeÍìt between actual direct allor,'able oosts alld actÙal

päy,].,.nt n]od" by the DepìLtment fbt Medicaid Selvices shall be made at the end of the accounting pe|iod based

ã' ttre facility's árnual Cost Repor.t. lndirect ancillary costs shall be included in routine cost and t eimbul secl thlotrgh

the prospective late.

SECTION 350. RETROACTIVE ADJUSTMENl' IìOR ROU'TINE SERVICES

A. A retroactive ad.justurerf may be flade for lot¡tine services in the following citculnstances:

l . I1, incol.rect payments have been made due to compì.ttatìonal el.t ot's, i.e., mathematical errors,

cliscovel.ed in the cost basis or establishment ofthe pl ospective t ate. Olnission ofcost datâ does not

constitute a oomputational error'

2. lÍ a cletermination is rnade by tlìe Department lor Medicaid Services ol'urisrepreseÍìtatioll oll tl'ìe

Pârt of tlre Pl ovidel.
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lfa facility is sold and tlie funded depreciation accour.rt is not transfened to the purclraser.
lf the ptospective rate has been set based on an unaudited cosf lepoft and the prospective rate is
acljusted based on a desh leview
or field audit. The applopliate cost settlemenf shall be nrade to adjust the unarìdited prospective
payl'ìrent at'nounts to the coflect aÙdited prospective payment amounts.
If acljustments are necessary! ar'ìy arlroutrts owed the pr.ovider.shall be paid by the Department for
Medicaid Services. Any amounts owed the Departlnent fol Medicaid Selvices shall be paid in cash
ol recouped through the MMIS payment system

BANI(RUPTCY OR INSOLVENCY OF PROVIDER. If , on the basis of leliable evidence, the Depattment
fol Medicaíd Selvices has a teasonabie cause for believing that, with respect to a plovider, proceedings
have beeu ol may shortly be instituted in a State ol Federal court fol pulposes of deterrrining whethel the
facilìty is insolvent or baukrupt under an appropriate State or Federal law, any payrnents to the provider
shall be adjusted by the Department for Medicaid Setvices notwithstanding any other reinrbulsentent
plirtciple ol Depâftment fol Medicaid Services instruction regalding the tiinirrg ol mauneL ofâd.iustreuts,
to a level necessary to insure that no ovelpayment to the provider is made. This section shall be applicable
only to ancillary services.

SECTION 360. RETROACI'IVE ADJUSTMENT FOR ANCILLARY SERVICES

Actual cost teilnbllrsatrle to a provider shall not be detennined untilthe cost lepofts are filed and costs are
verified. Thelefole, a refroactive adjusttnent shall be nrade at the çnd of the reporting period to bling the
interim paytnettts made to the plovider duling the peliod ilìto agreemeÌìt with lhe leimbursable amount
payable to the plovidel fbl the ancillary services lendered to tlie Depaltrlent for Medicaid Services
recìpients duling that period.

Iil order to reimbulse the ptovidel as quickly as possible, a partial retloactive adjustrnent may be made
when the cost repolt is received. For tlris pr"rpose, the costs shall be acceptecl as reported unless thele are
otrvious eltots ol inco¡rs istenc ies subject to latel audit. Wlren an audit is made and the final liability ofthe
Departrnent f'or Medicaid Services is detel mined, a final adjustrîent shall be made.

3.

4.

5.

6.

B.
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D.

C.

E.

J'o deternrine tl]e letloactive adjustment, tlìe anìount of the pfovider's total allowable ancillary cost
appoltioned to tlìe Department I'ot Medicaid Services for the reporting yeal is corìlputed. This is the total
anrount of the leirnbt¡r'serrenl the plovideÍ is dr¡e to receive fi'olìr tlìe Depaltu1ent f'or Medicaid Se[vices for'
oovered ancillaty selvices lendered during the reporting period. The total ofthe interim payments made by
the Medicaid Ptogtam iu tlre reporting yeat is cornputed. The diffelence betwee;r the leimbursement due
and the payments made shâll be the amount ofretroactive adjustment.

ANCILLARY SERVICES. Upon leceipt of the facility's côst report, the Departlìreut f'or Medicaid Selvices
shall as expeditiously as possible analyze the report alld cor'ìllîence aÍìy necessary audit of the repolf.
Following receipt and analysis ofany audit findings peltaining to the report, the Depaltlrent tl Medicaid
Services shall fulnish the facility a written notice of alnount of Medioaid reimtrulsement. The notice shall
(i) explain the Depaftment fol Medicaid Service's determiuation oftotaÌ Medicaid reinrbursement due the
'làcility fbr the reporting períod covered by the cost report ol amended cost repolt; (2) relate this
determiuation to the Iàcility's clainred total reimbursable costs fbr this period; and (3) explain the anrount(s)
and the reâson(s) lol the detemrination through app|opriate refèlence to tlle Depaltlrent f'of Medicaid
Setvices policy and procedures and tlie plinciples of reimbùr'semeut. This deternrination nray diffel flom
the facilily's claim.

The Depârtr'ì'ìeut for Medicaid Services' detemrination as contained in a notice of amount of Medicaid
teimbulsement shall constitute the basis for rnaking the retroactive adjustment to any Medicaid payurer'ìts

for ancillary selvices nrade to the fàcility duliug the period to which tlie deterrnination applies, including
tlie suspending of fulthel paylnents to the fàcility in older to recover', oL to aid in the lecovery of, any
overpayrnent detenni¡red to have been nrade to the fàcil¡ty.

ROUTINE SERVICES. When a retloactive adjustment is made to the rout¡re mte, the Fiscal Agent shall
adjust all routine paynìents rnacle based oÌì the rate tl'ìat was adjrrsted.
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SECTION 370. PAYMENTS FOR SERVICËS TO MEDICAREIMEDICAID RESIDENTS

A. D¡ally eligible lesidents and resiclents eligible for both Medicare and Medicaid (non-QMB) shall be

r.equiiecl to Exhaust any applicable benefits undel Title XVlll (Paú A and Palt B) prior to coveLage undet'

the Medicaid Ptogram.

B. APPLICA1'¡ON. Ser.vices received by a resident that are reitnbursable by Medicale shall lre billed first to

the Medical.e Pr.ogr.arn. Any applopliate co-insuLance ol decluctible payÍìlent due ftom the Medicaid
progr.arn shall be pãid outsicle the Cost-based facility CosfRelated Payment Systenr itr a mauner pl escribed

by tire Department fbr Meclicaicl Selvices. Coinsurance and deductible payrnents shall be based on rates set

by the NAedicaid Pr.ogram. A day ofsetvice covered in this tnanner shall be cousideled a Medicale tesident

clay and shall ¡ot be included as a Medicaid resident day in the facility cost report.

SECTION 380. RETURN ON EQUITY OF'PROPRIETARY PROVIDERS

An allowance lòr.a r.eturlr orr equity capital invested aucl used in the provìsion ofresident care shallnot be allowecl.

SECI]ON 390. DESK REVIEV/ AND FIELD AUDIT IIUNCTION

After.the facìlity has suburitlecl tlre annual cost leport, tÌre Division o1'Fiscal Manageureut shall perfolnr an initial

desl< review ofthe repoÍ. During tlie desk review process, Medicaid staff oI the Department's contractot shall

subject tlie submittecl Cost Report to various tests lor clerical accuracy and teasonableness. lfthe Medicaid Pl ogram

detãcts clerical el.rot, tlìe Department for Medicaid Setvices shall teturn the submitted Cost Repor( to the pl'ovidels

for.correction. lf'Medicaid itaff suspect possible enors lather than simlrle clerical errols, tlìe Medicaid staff shall

r.equir.e the pt.ovidet.to subrnit suppoltitrg docurnentation to clarity any areas bought into questiol duling the desk

r.eview. The clesk r.eview shall nol be dein,ed to be completecl until all clerical erlots ltave been tectified and all

questio¡s askecl ofthe ploviclel duling the desk leview process ltave been answered lilly.

Adclitionally. tes¡lts ofthis desk review shall be used to detetmitte whether a field aLldit" ilany. is to be pelforlned.

'l'he desk l.eview ancl 1Ìelcl audits shall be conducted lòr' pur'¡roses of velifying plior year cost to be used in setting

pl.ospective r.ates which have been set based on unaudited data. Ancillary setvice cost shall be subject to the satne.

TN No. l7-002
Supersedes
TN No. 02-02

Approval Pute: AUG 2 $ 2017 Effective Date: July 1.2017



state : Kç!]llugkv
Attachlnent 4.19 D
Exhibit B
Page 37

clesk review and lielcl audit plocedure to settle prior yeat costs 'lhe field audit plocedures shall include all attclit of

Resident Fur.rd Accounts to insur.e the Medicaid pr.oglam that the p|ovide|s ale in cornpliance with appropriate

fedelal and state t egu latious.

SECTION 4OO. REIMBURSEMENT REVIEW AND APPEAL

A NF- niay appeal departlnent decisions as to the application of this legulation as it impacts the NF',s cost-based

lein, burserneirt rate in accordance with 907 KAR I :671' Section 10'

SECTION4I0.INTRODUCTIONToPROVIDERCOSTTIIATAREREIMBURSABLE

A, 'Ihe material i this Section deals with pr.ovicler costs that are reimbulsable by the Departtnent for Medicaid

Services. r" g"""tá¡, ir.r"." costs are reimb.r.recl on the basis of a provicler's actual costs, providirtg these

costs are r.easonable and r.elated to lesident care. T hese costs are tenned allowable costs l'hat poltion of a

pr.ovider.,s total allowable costs allocable to selvices provided to Meclicaid Ptogram recipients shall be

reimbutsable urdet the Medicaid Ptograln'

B. Reasonable "o* 
ln"lua"a all necesúry and ptoper expenses itlcuned in rendet'ing setvices' such as

administl.ative "u*. Áuint.n-.e costs, and pràrr1i ur.r puyt 
"nt. 

for employe^e health and pe'sion plans lt

inclucles both dìr.ect ancl inclilect costs ancl normal staudby costs. However, iflhe làcility's operating costs

iÍìclude alrount lìot r.elated to resident caÍe, specifically not teitnbtlrsable ttnder the Medicaicl Pl'ogtam or

flowing from the provìsion of luxr.rry items or ielvices (that is, tl.rose items ol services substantially in excess

of or.more expensive than those genelally considered necessary fol the ptovision ofneeded Iiealth services),

stlch amounts shall not be allowable'

C. It is not possibie io ì,r4u¿" the trealnent of all itenrs in this manual lf a p.ovider presents a question

co'ce'ni'g,lr" ,r[,r1.nt of cost not specifìcally coveled, or.desires clal'ifrcalio' of inf'olmation in this

rnanual, the p, 
";i;;;: 

;r.y make a request for.determination. The request shall include all pertinent data in

olcler to t.eceive a bindilrg lesponse. Upon receípt of the reqttest, tlre Departtrrent for' Medicaid Seruices

sliall issue a binding response within sixty (60) days'
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SECTION 420. ADEQI.JA'TE COST DATA

A. To r.eceive reinbursen.ìerlt for services provicled Medicaid Ploglam tecipients, providels shall maintain

financial r.ecor.ds and statistical data sufficient to allow ploper' ãetemination of costs pâyable undel the

Medicaid l,roeru,;. ini, 
"or, 

cjata shall be of sulficient detàil to allow velifìcation by qualifìed audilors

nsing Gener.al ,,l""ou,.rtii.rg oflìce and Arìerican Institute of Certified Public Accouutants guidelines The

cost-data shall be based oi Gener.ally Accepted Accounting Princi¡rles.

B. Use oi.the accrual basis ol accounting is lequired. Governmental institutions that opetate on a cash b¿sis of

accourting ,nuy ,uU,r.rii 
"o.t 

¿utu o,,, t.-h" 
"u.i 

basis sub.iect to appropriate treatment ofcapital expenditut'es'

Uncler.the accl.ual basis ofacco¡rti¡g, Levenue is leported in the peliod in which it is earned regatdless of

when it is 
"orr""îåc",ä "*fe¡ses 

are"r'eported in thË peliod in which they ale.incuned, r'egardless ofwheu

they are paid. rãåi"* comparaullty. 
'nnancial 

and-stâtistical recolds sliall be rnaintaiued in a tnannet

cor.rsiste't liorn o^e period to a'othår. L1oweverJ a plopel 
'egarcl-fbl 

consistency tleed not preclude a

desirable change in aËcounting pr.ocedur.es when tlrere is reason to effect such chatlge.

C. pr.ovider.s, when requcsted, shall fulnishthe Depaúnìent for Medicaicl Setvices copies of tesident setvice

chargesclreclulesatldclrangesastlreyat.eptltilrtoeffect..l.l,ìeDepâúmentforMedicaidServicesshall
evaluate chal.ge schedules t-o deteuline the extent to which they rrtay be tlsed for detettnitling Medicaid

PaYlrent

D. wher.e the provicler.has a contfact with a subcontractof, e.g., pha nacy, cloctor, liospital, etc.. f'or selvice

costing or valued at $10.000 or rnofe over a twelve (12)-rnònth period, the contract shall contaìn a clause

givi'g the cabinet for. llealth Selvices access to the sutcontracior''s boohs Access shall also be allowed

for any strbcontract between the subcontractoÍ and alì orgatrizatiou related to the strbcolltractor' The conttact

shall contain . pr""irì;" 
"rL"*ing 

access until f'or¡r' 1À¡ yeaLs have expired after the sewices have beell

ftlrnished
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Ë. lfthe Department fol Medicaìd Selvices detet mines that a provider does not maintain ol no longer mainlaìns
adequate t ecords for the cieteur ination o1'reasonable cost, paylnents to the plovider shall be suspenclecl until
the Deparhnent fol Medicaid Services is assurecl that adequate t'ecords are maintained.

A newly participating ptovidel of selvices shall, uporì request, ¡nake available to the Depaltment for
Med icaid Seryices fol exan ination its fiscal and other lecords lor the purpose of determ in ing the provider''s
o!ìgoing recold keeping capability.

Records shall be retained by the fàcility I'or three (3) years l'r'orn the date the setlled-without-aud it o[ the
audited cost leport is receivecl ßom the Department f'or Medicaid Selvices.

The financial records and statistical datâ that shall be kept shall include the following:

G

l.
2.
3.
4.
5,

6.
7.
8.

Iìecords and docunents lelating to fàcility ownership, organization, and operation;
All invoiccs ancl prrchasc oldcls:
Allbilling founs ol charge slips;
All agreements pe|taining to asset acquisition, lease, sale ot other action;
Docìitìrents pertâining to fi anch ise ot tnanagetner'ìt arrarìgetrents includ ing costs of pal er'ìt or "hÒme
oîfice" opelations:
Iìesident service chalge schedules;
Conhacts peltaining to the purchase ofgoods or services;
All accounting bool<s ot original entry kept in sufficient detail to show source and leason lol all
expenditures ând payrnents;
All other accounting books;
F'edelal and State income tax t eturtrs:
Fedelal wifhholding and State Unemployment tetullrsl alrcl.
All financial statenlents regardless whether ple¡raled by the facility or by an outside fir.nr;
Any documentalion requiled by the Depaltment shall be made available lor examiuation; and,
All oflhese lecolds shall be rnade available for exami:lation at the fhcility, or at some other location
within the Cotnmonwealth, when requested by the Cabinet for Health Services. Reasonable time

9.
10.

ll.
t2.
13.
t4.
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shallbegiventoout-of.Statehorleoffìcestomaketherecot.dsavailalrlewitlrillthe
Colntronwealth

SECTION 430, APPORTIONMENT OF ALLOWABLE COS'I

A.Col'lsistentwithpr.evailingpt.acticeswhel.ethirdpar.tyorganizationspay.,fbr.healtlrcar.eollacostbasis,
reimbursement ulrder the Medicaicl Program involves á detãrmination of-(l) each provider''s allowable costs

of producing services, and (2) an appoitionment of these costs betweell the Medicaid P|ogtam and otlrer

payofs'

Costappot.tionnrentisthepfocessolrecasting-the<lataderivedfr.olntheaccoutrtsordinarilylreptbya
provider.to lo",rrìiv'"*t, åfrhe var.ious types_oì services rendered. It is tlìe detetln¡l1âtion ofthese costs by

ìhe allocation ol di¡ ect cosls âlìd plo-ration of inditect costs'

B.Theobjectiveoftlrisapportionnrglìtistoensule,totheextentr.easonably.possible,thattheMedicaìd
progr.am,s ,¡"r. "ï'ã ;i;;id;ì,; total allowable óosts is equal to the Medicaicl Prograur's sha.e of the

plovider's ,orui,"tui""', subject to Medicaid PLograrn lirnitatiorlÌ 
,:ll^ 1?^Ïto 

so as not to pay for'

inelficiencies ,niìo prãi¡¿. a'financial incentive for pfovidel.s to achieve cost efficiencies.

SECTION 440. COST REPORTING

A. The Medicaicl Pt'ogt.anr t.equires eaclr Cost.Based F.acility to sublnit an annual r.eport of its oper.atig*:. T1:

r.epor.t shall ¡" iiì"-á f"|. t¡e fiscal year ttsed by the proíider unless otherwise approved by the Medicaicl

Ptogram

B. Amended cosl feports (to levise cost repolt infonnation that has been previously submittecl by a provider)

rnay be pelmitled ot requilecl as determined by tlre Medicaid Ptogranr'

C.ThecostrepoftSlrallbeduewithinsixty(60)daysaftertlreptovider'sfiscalyearer,tdslornorr-VAfàcilities.
rne vn cost repolt ,t ull lr" ¿u" within 5 monihs aftel the provider''s fiscal year end, unless an extensìon

has been appt'oved by the Depaftment'

D'Proviclerslîayfeqtlestiriwr.itirrgathilty(30)dayextension.Tllereqtlestshallexplainindetailwlrythe
extellsion is necessar.y. Ther.e shall rr" no uuton,uiL extension of tine for the filing of tlre cost report' After'

the extension periocl has elapsed, the Meclicaid Prograrn shall sÙspend all paymelìts to the provider until an

acceptable cost report is leceived
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E. Newly participating provider s not having a cost repoÍt on file containing twe,lve ( I 2) nionths of'actual data

in the fiscal year. slãil subnrit a partial yeãr cost lepolt. Upon entry irito the.Medicaid PI oglam, the pt ovider

shall infornr the Depar.tment oi tr¡e¿ióai¿ Servicés of the peliod ending date for the initial cost repolting

period,

F. A proviclelthat voluntalily or involuntarily ceases to participate in the vøi9{a Progtamolexperlences a

change of ow;rerJ¡'þ rirufírrr" a cost r.epoit lol that pór'iod uildel the Medicaid P-t ogram begintring with the

first day not i,.r"t,,¿"¿ ¡n a previous cosi reporting pòr'iod and enclin,g with tlie.effective date of terlrinatioll

of its pr.ovicler ugr.""nr"nt. The report snåll be due within I'orty-five (45) days of the ef'fective date of'

temr inatio' of thJpr.ov ider agleement. 11'a new owner''s fiscal year end is less than six (6) rnonths fI on the

clate of the ctrange of own"rihip, Schedules A. D-5 and E as well as the ancillary portion of Schedule.f'

shall be I.equìreito be flled at ilre end of'tlie fiscal year. Tl.re rate paì{ to the new ownel shall be the old

owner,s rate and shall renlain in effect uutil a late is again determined fot a uew universal rate yeal '

SECTION 450. BASIS OF ASSETS

A. PRINCÌPLE. Unless otlrerwise stated in this rnanual, the basis ofan asset shall be the ptrrchase plice oithat

âsset paid lry the cuttent ownet '

B. RBVAL,UAIION UPON CHANGES IN OWNERSHIP. If there is a chauge in ownerslrip. the Medicaid

program shall treat the gain or loss on the sale of an asset iu accoLdance wittr oue (l) ol'the followi g

methocls (depenJ"n, on itt. date of the tralìsactioll) fbI purposes o1'detelmining a purchaset's allowable

l¡asís in I elation to depleciation al'ìd interest costs'

l . For changes of ownershilr occurring prior to July I 8, 1 984, ol iî an enforceable agt eetnent for a

change oio*nershìp was enterecl ìnio pliol to J uly I 8. 1984, the following ntethodology applies:

a. The actual gain on the sale ofthe facilrty shallbe detellnined. Gain slrall be defìued as any

amount in ácess of.the seller's clepreciated basis atthe time of the sale as conlputetl uuder

the Medicaicl Proglarn policies. Tlle value of Goodwill irrcludecl in the pufchase p|ice shall

not be
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b.
cor.rsiderecl palt of'the gain for pulposes of detelrnining the pur.chaser's cost basis.
Two-thirds (2i3) of'one O percent ol'the gain for each month of ownership since the date
ofacquisition of'the fàcility by the seller shall be addecl to the seller.'s appr-eciated basis to
detelmine the pulchaser''s allowable basis. This lnethod recognizes a gr.aduated pr.oportiolr
ofthe gain on the sale ofa facility that shall be added to the seller's depleciated basis f'or
colr'ìpùtation ofthe pulchaser''s allowable basis. Thís allows fillconsideration oftlre gain
by the errd of twelve and one-half ( I 2 l12) yearc.

2. For chauges ol'ownelship occulring on ol af'ter July I 8. I 984, the allowable basis f'ol depreciation
lol the pttlchaset shaÌl be the lessel oi I ) the allowa ble bas is ofthe se ller, at the time of the pulchase
by the seller'. less any depleciation allowed to the seller. in prior periods; plns the cost of any
implovelìlent nade by seller', less tlte depreciation allowed to the seller on those improvements, at
the time of closing, or 2) the actual pulchase prìce.

Ifa ptovider wishes to change its fìscal year', apploval shall be seculed in advance fronl the Department for
Meclicaid Services ptiol to the start ofthe foull.h qualter of the oligiual repolting peliod. If a plovider has
changed its fiscal yeal and does not have twelve (12) nronths in its rnost lecent fiscal year. the plovider'
shall file a cost report for its new 1ìscal year and include twelve (12) rronths ofdata, i.e., the plovider should
use all moltlhs itrcluded in theil new fÌscalyeal plus additional nronths fìom tlre prior flscal yearto cotìsttuct
a twelve ( l2) month report.

SECTION 460. DEPRECIATION EXPENSE

PRINCIPLE. An appropriate allowance fol depteciation expense on buildings and equiprnent shall be an
allowable expense.'lhe depreciation shall be:
l. Identiliable and in the facility's accounting records
2. Based orr the allowable basis;
3. Plolated ovel the useful life ofthe asset; and,
4. Goodwill alld otllel intangible assets shall not be depreciated

C
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B Mìrll-lOD OF DEPRECIATION. Assets shall be depreciated Lrsing the stlaiglrt-line method, nnless

Medica¡e has ar¡thorized anothel r¡ethod fol the facility; in wlrich case, the facilify lnay elect to utilize the

lnetlrod autholized fol Medicale purposes.

USEFUL LIVES. Lr selecting a propel useful life, the 1988 Edition ofthe Anret ican ljospital Association's

"Estinated Usefìl Lives of Depleciable Hospital Assets" sliall he used witlr Iespect to assets acquiled in

I 989 or latel years. Fol assets acqùiled fi'om l983 througli 1988, the I 983 Edition ofthe AIlA's guidelines

sìrall be used. For assets acquiled bet'ore 1982, the 1973 Edition of the AHA'S "Chart of Accounts f'or

Hospitals" shall be used, or for assets acquired befole 1981, guidelines published by the Inlernal Revenue

Service, with the exceptiolì o1'those offered by the Asset Depleciation Range System, shall be used.

SECTION 470. IN'I'BREST EXPENSE

PIìINCIPAL. Unless othe|wise stated in this D.ìanuaì, interest expense shall be an allowable cost ptlrsuart

to 42 CFR 4 13.153 ancl it is both necessaly and propel in accotdance with the provisions ofthis manual.

DEFINITION S.

"lnlelest" means interest is the cost incurred for the use of bolrowed fìlnds.

"Necessa|y" rneans Ilecessaty lequiles tlìat illtelest:
a. Be inct¡LLed on a loan rnade to satisfy a financial need of the plovider that is lelated to

resident care. Loans that result in excess fìnds or investrnents shall not be considered

necessary.
b. Be incutred on a loan made f'or the fbllowing purposes:

c. Repr.esent interest or'ì a long-telm debt existing at the tinie tlìe provider enters the Medicaid

Plogram plus interest on any new long-ternr debt, the ploceeds of which ate used to

pulchase 1ìxed assets relatiug to the p|ovision oftlre apploPriate level ofcale not to exceed

the allowable basis ofthe assets. Ilthe debt is subject to variable interest lates found itr
"balloon"

C,

A,

B.

L
2.
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type firrancilìg, renegotiated ilìterest lates subject to tests of reâsonableness shotlld be

Jfi"*uff". Thã form ãf i debtedness uray incluãe mor.tgages, borrds. notes, and deber'ìtures

*tr.,t itt" ptin.ipol is to be repaid ovet a period in excess ol'one yeat

(l) Otl'ìer interest f'or working capital atid operatirrg 
.neecls 

that dilectly relate to

ploviding ,.rid"nt "u'" 
ì't-o'.t ättowabt" cðst WõLking câpital interest shall be

limited to the illterest exfense ttrat wotlld havc beelt.incurled on two rlollths of

Medicaid Receivables fhe antount of which this lirnitation is to be based is

con.tputed 1'or cost lepolt¡l1g purposes by cletelmining the monthly averâge

Meclicaicl puyto"nt, ltoit't '*rt:lne 
and anciltary) for the Cost Repolting peliod antl

multiplying tlìe anrount byiwo (2) Once the allowable amount of botrowing has

bee' deter.nrined, it o írftipii.á by the p'ovider''s average wotking capital

borrowing rate in order to JËì"n"iná the rnaxinlun allowable working capital

¡ntelest. lt should t'" 
"mphãsi'ed 

tltat tlìe two-lnonth lir¡it is a maxittluu Working

lofitut i,rt"r"rt st.talt noi ¡l allowablc sirnply becatrse it cloes not exceed the two

lnonth limitatiolì. WoLtring capital intere't ihãt 
'ne"tt 

the two-month test shall 1îeet

all other tests of n".""o'i nnd lll opel irl order fol il to be considered allowable

(2) Be reclucecl by investtlent income except whete such income is fiom gifts and
\-/ 

Iù,ttr, *rt.rrr.r. ,"'t' iti"J ot unrestricteã' and which are helcl separate and not

conminglecl with othli funcls, ot have beett separated' if necessaty When

investlner'ìt income is ¿"tiu"Jir.åt 
"o'"binecl 

or pooled funds' only that pottion of

irlvestment incolne
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C.

testtlting frotn the fàcility's assets aftet segregatiolì shall be considelcd in the

Ieductiollolintelestcost.lncotnefl.otrrltllrdúdipreciation,apLovider'sqrralified
p"n,ioni*a'o,.uàlrlalclel-erredcolrlpensationplanslralllrotbeusecltol.educe
i,,1""$;;;;;; i't''ng uttt.t"'" funds are used only for those putposes foIwhich

theY wete created

3. ProPcl llìlcresl Ratc

a. Be incurrecl at a lale not iu excess of what a prudent bollowet wotlld lrave had to pay ìn

the ntoney tnatket existing at the tinre the loan was lnade'

b, Be paid to u lot¿"ì 
"oit"lãttd 

throLrgh control ot ownerslrip' ol pe|sonal lelationsliip to the

bor.r.orving "rg";i;;;i;. 
iì;;ever., îrrer.est is allowable ii paicl on loans tliat rneet oue of

the related Party exemPtions

BOIìROWER.LËNDER RELAI'ION SI'IIP.

l.Tol¡eallowable.illterestexpenseshallbeincur.redonitrclebteclnessestablishedwitlrlendersot.
lencling organization' 

-noi 

'åfott¿ 
throttgh control' ownership or petsonal relationship to the

bo'.ower.. presence 
"r 

'"ìry ' 

à i:,L"." l"cårs coulcl_ aft'ect the ;'bargai'ing" process that usually

accornpanics tt,. ,uut.i,,iJl'i touìì. allcl coulcl thUS be sugÊ,esrive ofan ag[eerncrìl orr higher rates

of i'ter.csr or of ur.r,r;.ä;ï;;:;"rtr rlt^lifr" t"r¿" ütd", te'rrt a.d conclitions that a 
'rudent

bor.rower worlcl ,',r"t . iï;il;:i;",r*",1,ì ,.""r"",i"r" *tn tending insritutious. Thus. iuterest paid by

the làcitity ,o pu,rn"rr, ,,äïoîoiã"i l. 
'=r"t"¿ 

orga*izations oltlìe làcil¡ty shall not lie allowable

2.Exceptionstotlìegeneralruler.egarclinginte|.estonloansfi.onrcontl.olledsourcesoffundsate
macle in the following 

"ir";,;rtonär. 
Inérest on loaris to those facilities classified as lntert¡ediate

care Facilities prlol. to ó"iàu", 1, lgg0, by partners, stockholdets, ot'telated organizations macle

prìor to July 1 , 1 9g5 .lr"ll;;;iio*ut l" u. 
"oÅt. 

u, detelmined undel these plinciples' pl ovided that

ihe telms alld conclitions of payment of suclr loans

TN No. 17-002
Supersedes
TN No. 00-04

AUG 23 2017
Approval Dare: 

-

Effective Date: JulY 1' 2017



Stâfe: I(entucl<v Attachment 4, I 9-D
Exhibit B
Page 46

have been maiutained in effect without subsequer'ìt nrodifìcation subseqrrent to July 1, 1975. For
facilities classified as Sl<illed

Facilities prior to October 1, 1990, the same policy applies t'ol this type loan made prior to and
nraintained without modification subsequent to December 1,1979. Iî the general fund ola
provicler' "borrows" fìonr a donor'-restlicted fund and pays interest to the restricted fund, this
intelest exper'ìse is an allowable cost. The same treatlnent shall be accorded intelest paid by the
genelal f'und on money "bollowed" f¡om tlie fìrnded depteciation accout'ìt oftlte provider or'fiom
the plovider's qualifìed pension fund. In addition, ifa facility operated by rnembels ofa leligious
orclel bolrows from the order, intelest paid to the order shall be an allowable cost.

lf fundecl depreciation is used for purposes othel thân irnprovernents, replacenrent, or expansion
ol'Îâcilities or equipment related to resident care, allowable intelest expense shall be reduced 1o

adjust for offsets not macle in priol years fol earnings on ftrnded depleciation. A similar tl'eatmerlt
shall be accolcled deposits in the plovider''s qualified pension ñrnd where suclì deposits are used

fol other than tlìe pulposes for which the fund was established. lf a facility is sold and the fundecl
depreciation account is not trânsIèrred to the pulchaser, the ealnings of tlie funded depleciation
account shall be treated as an investment incorle. Any investment income that had been ealned
by the funded deplecíatìon âccount and had not been utilized to reduce ir'ìtelest expense, sltall be

considetecl au overpayment by the Medicaid Proglam and a retroactive cost settlernenl shall be

oomputed at the tilne ofthe sale. Ìf the funded depreciation accoùnt is tlaÍìsfelled fo the ¡rulchaser
and the pulchaser elim¡lìates the account, any investment incorne eanred in pliol years by the
account shall be ofïset against iÍìtetest expense ofthe purchaser'.

D. INTEREST NOT REASONABT,Y RELA]'ED TO RESIDENT CARE

Interest expense is uot leasonably related to residenl care if:

It ís paid on bolrowings in excess ofthe allowable basis ofthe asset.

It is made to defel plinciple paymeuts.
It is used to pnlchase gooclwill ol othel intangible asset.

It is in the folm of penalty payn'ìents.

4.

t.
2.

3.

4.
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E. IN.fEREST EXPENSE ON PURCIIASES OF F.ACILITIES ON OR AFTER JULY I8, I984. FoT facilitiEs
purchased on or after July 18, 1984, but before Octobel l, 1985, the amount of ir'ìterest expeuse allowed

purchasel shall tre linr ited to the amount that was allowable to the sellel at the time of the sale. Fol facilities
pul.chased on oL afìer October 1, 1985, the amount of interest expense allowed to the purchaser shall be

lilnited to the interest on the allowable basis ofthe asset leduced by the amount necessary (ifapplicable) to

ensure that tl]e inclease in depreciation and intelest paid to fàcílitìes purchased on ol aÎleÍ October l, 1985

does ¡ot exceed 53,000,000 annually. Any recluction of allowable interest based on the $3,000,000 litttit
shall be plolatecl ploportionately among the affectecl facilities (i.e., the percelttage l eductioti shall be applied

equally.)

SECTION 480. FACILITY LEASE OR RENT ARRANGEMENTS

F-or cost-based nursing facilities pleviously classified as lntelmediate Cale Facilitìes. the allowable cost of
all lease or reut ârraugements occulling afïer 4120176 shall be limited to the owner's allowable histol ical

costs ofownership. The efï'ective date ofthis limitation fol nulsing 1àcilities previously classified as Skilled

Nur.sing Facilities is l2lll79. Historical costs of owuelship can incluc{e the owner''s interest expeÍìse,

depreciation expense, and othet costs such as taxes. il'ìsurance, tnainteuance, etc. In tlre evetrt ofthe sale or

leaseback ar'ângerì1el'ì1, only the oliginal owner's allowabìe basis shall be lecognized. The ownet's

allowable historical cost shall be subject to the basis limitations as applied to ploper| owned by providels.

Adclitionally. allowable depl'eciation and intelest shall not exceed that which woulcl have been allowed had

the provider.ownecl the assets. ln oldel to have the allowabÌe cost deterlmined and approved, all data

pel,taining to the lease or lent arraugernent, including the nâme of previous ownets, shall be submitted by

the provider.. Irr regald to lease or rent arlangements occuu ir'ìg pliol to 41201'161or b'asic Interuediate Cale

a|d l2l1179 fol Skilled Nursing, the Medicajd Program shall detetmine the allowable Costs of sucl.t

alraugenrel'ìts based or the genetal I'easonableness ol'costs.

B. Lease or Rent allâugelneuts fbl land only shall be considelecl an allowable cosl iI'the lease agleelnellt does

not contaiu an option to pulclrase at less than nrarkct value. if the lease amount is a set amoullt each yeâr,

the lease amount should be reclassified to the Depreciation Expense cost center. If'
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tlreleaseamountvat.iesfiomorre(1)yealtothellext,theleaseamoulltsltalllrereclassifiedtotheOperâtiolì
and Maintenance of Plant cost centet '

SECTION 490. CAPITAL LEASES

Leâses dete.ninecl to be capitar Leases uncrer Generally Accepted Accounting Pri'ciples (GAAP) shall be

o""oun,.¿ lot under the pt'ovisiolls of GAAP'

Howevet.,allbasislirnitatiorisapplìcalrletothede¡lt.eciationandintet.estexpenseofpurclrasedassetssliallapplyto
CaPital Leases'

SECTION 5OO. AMOR'TIZATION OF ORGANIZATION AND START-UP COSTS

ot.ganizationatrclstarGupcostsasde|ÌnedinHealthlllsuranceManuall5shallbeanor.tizedillaccordancewiththe
prå,i.iont of Ilealtll ltlsuLance Manual I 5

SECTION 5I O. ACCELI]RATED DEPRECÌATION TO ENCOTJRAGE REFINANCING

A.Toetrcottt.agelacilitiestorelìnanceloa'nslbrlolrgterlrrdeblitlexislellccoltDecelllberl.lgg2atlowet'
irìlerest ratcs arrd lor. sholrer duration tlìal t¡"i|. cil.'"nt l'ittatrcitrg' llìe t(enttlcky Meclicaid Prograrn sltall

ollo* an increos" in dcprcciarion cxpensc equal ,"ìit" i'"'=.t.¿ piincipal paylncnts (plincipal paylnclì1s on

rhe rllowat¡te porr¡o,, ot thc loarì undcr ,h" ,r"* 
'iì;;''';i;; 

nìiitut tl't* p'i'itipal puy't'cnts urìdcr thc old

financing "" 
OiJiìa*"'f 

"'p"rìi",r 
ã1,n. n-,. H"î"""t, iris inctease ìn allowable depteciatiotr expense

shall not 
"^""àà 

,n" reduciion in allowable ttt;;;;"t* ''at 'esults 
ftnm the 

'efinancìng 
hìterest

savings for ^,r;O;',-oåî;ìì 
;l computed ^ foìlo*t' aliowable irlterest. expense which would have been

incurred u'der1tii" pi"riou, loan. plus 
"rr"*"rrËî"'tàt*i)"tion 

o1'lirancing cosls which would have been

irrctrrr.cd Undcr lhe pr.evious linancing ,r**g"ì*nì. ìti¡'ttls allowable ilitcrest expeltsc under lhe trew

financitrg âfl.ângement, lninus allowable,"'"i;i;;;;; ;; ioarl costs undel lhe new loan (inclr'rclirig any

unarnorr;zed toã' expense lrorn the ptevious iàt" iï"ì^f åep.ec iatio' -allowed 
(irtcltrdints the additional

depreciario') ïi.'iiäå,'"1 ììì" ,ilo*ìrtr" ¿.pt."i'úrt ïuti' år the building Total depreciatiorì expcnse

allowed ovcr. rhc lives of rhe asscts lhat ",rr.. *',rä r¡ãi'iìv ,n.ii'''", 
"*.*"-d 

tl'" allowablc ttndep'ccialcd

basis olthc utìiì¿¡ìL r'"rtt t¡¿itional clcprcciatiotr allowed bv tltc
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pt ovision shall fir'st be applied against the allowable basis of the longest lived asset which has any rernain ing
allowable undepleciated basis. The lernaining allowable undepleciated basis ofthe fàcility at the end ofthe
refìnanced loan, shall be depleciatecl over the lernaining usefìl lives ofthe assets utilizing straight line
depleciation. Ifsubsequent to tlie lefìnancing and claiming of accelerated depreciatiou, the facility is sold
(either the opelating entily holding the nulsing lacility licensure or the building on which the accelelated
depreciation ìs clairned) or the facility voluntârily discontinues paficipation in the Medicaicl Plogralr, the
following recapture plovisions shall be applied:

The ownet who claimed the accelerated depreciation shall pay the Medicaid Proglam an anlount
equal to the difference in depleciation clai:ned l'of the certified nulsing facility wjth and without
the accelerated depleciation times the average Medicaid percentage of total occupancy ilì tl'ìe
ceúifi ed r'ì urs in g 1àoility.

lfthe fàcility relnains iu the Medicaid Ploglam, the allowable depleciable basis lor the new ownel
shall be the allowatrle depreciable basis liad the prior owner nevel utilized âccelerated depreciation
1'ol Med icaid leirrbLlrsement.

SECTION 520, BAD DI]I]TS. CI]ARI'TY, AND COURTESY ALLOWANCES

A. PRINCIPI-E. Bad debts, charity, and courtesy allowances ale deductions fiorn levenue ancl shall not be
inclucled iu allowable cost.

B. DIJFINITIONS.

1. "Bad Debts" means a debt consideled to be uncollectible from "accourts leceivable" ald "notes
receivable" that were createcl or acquired in ¡rloviding selvices. "Accourlts leceivable" arìd "llotes
leceivable" are designations lol clairns arising flom the rendering of services, and are collectible
in rnoney in the lelatively near future.

"Charity allowances" lneans an âllowance or reduction in chalges rnade by fhe provider ofselvices
because ofthe indigence ol lneclical incligence ofthe resident,

"Courtesy Allowances" lì'ìearìs an allowance that indicates a reduction in charges in the lorm ofan
allowance to physicians,

2.

2.
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cler.gy, members oi.r.eligious orders, and othels as approved by the govertring body ofthe làcility,

fol sel.vices received fiom the fàcility. En.rployee h'inge benefits, such as hospilalizatioll and

pet.sonnellrealtlrprogl.anr,shallrrotbeconsidefedtobecoÙftesyallowal]ces.

C, NORMAL ACCOUNTING TREATMENT . REDUC'IION IN REVENUE. BAd CIEbtS' CIIATitY' ANd

cor'.tesy âllowances represent r.ecluctions in revenue. The lailute to collect charges fol'selvices Ieudeted

cloes not add to the cosi of pÍoviding tlre selvices. 'l'hese costs have alteady been inctt[r'ed in the plodtrction

ofthe services.

D. CHARITY Al-LOWANCES. Char.ity allowances have no [elationship to lecipients of the Medicaid

Program and slrall not be allowable costs

SECTION 530. COST OF EDIJCATIONAI. ACI'IVIT]ES

A. plìINClpLE. An appr.opr.iate part of the net cost of approved eclucational âctivities shall be an allowable

cost.

B. DEFINI1'IONS

l. ,.Âp¡trovecl Eclucational Activity" rnealìs an educalional activity lollnally organized ol planned' 
p.ojrun.r ofstudy usually 

"ngugld 
in by providers in ordel to enhance the quality oftesident cale

in a"faciliry. These octiuíi". ãnãtl be liclised where required by state law. Iflicense is not requi'ed,

the fàcility shall receive approval f|onr the recognized national plofessional organization for the

partícular activity.

2. .,Net Cost" meâns the cost ol'ap¡rroved eclucatiotral activities (including st¡pends of tfaillees,

compe'sation o1 teaclrers, and oilier costs), less auy Ieimbursernents fiom grants, tuìtion, ancl

specific donations.

3. .,Appt.opr,iate Par.t" means the net cost ofthe activity apportioned itr accotdauce witli the rìethods

set lorth in these PtinciPles

oRIENTATION AND ON- l'l-lE-JOB TRAINING. The costs of "ofientation" and "otr tlie job ttaining"

shail not be within the scopc ofthis p.inciple but shall be recoguized as noltnal opelating costs
C.
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SECTION 540, I{ESEARCH COSI'S

A. PRINCTPLE. Costs incutred f'ol tesearclr pulposes, ovel and above usual lesident cale, shall not be included
as aÌlowal¡le costs.

APPI-ICATION. Ilresearch is conducted in conjunction with and as pal't ofthe care ofresidents, the costs
of usual lesident care shall be allowable to the extent that costs are not met by funds provided for the
lesearch. Under this plinciple, str.rdies, analyses, sulveys, and relâted activities to serve the facilities
administrative and proglarn ueeds shall not be excluded as allowable costs.

SECTION 550, GRANTS" GII,'1'S. AND INCOME I.'ROM ENDOWMENTS

PRINCIPI-8. Unlestlicted grants, gills. and inconre fiom endowments shall not be deducted hom opelating
costs in coDrputing Ieimbursable cost. Glants" gifts, ol endowment income designated by a dono| fbr paying
specifrc opelating costs shall be deducted flom the particulal operatiug cost ol group ofcosts.

B. DEFINITIONS

"Unlestricted Grants, Gìfts and Income fiour Endowlnents" means grants, g¡fts, and incorne flonr
endownrents, 1ùnds. cash ol olhelwise, given to a facility without restriction by the donot as to their
USC.

B,

2. "Designated ol Restlicted Grants, Gifts, and Incorre l'r'om Endowments" lnealls grants, gifts, and
inconre fiom euclowments, funds, cash ol otherwise, which shall be used only fbl the specific
purpose designated by the donor'. This does not lefèr to unrestricted grants. gifls, ol irìcome fi'on.r

endowments that have been restlicted f'ol a specific purpose by the fàcility.

SECTION 560. VALUE OIì SERVICES OF NONPAID WORI(ERS

PRINCIPLE. The value of seryices pelf'olnred ou a regularly scheduled basis by persons (in positions
customaIily held by full-time employee s) as non-paid wolkeIs ùnclef afl arlgemerìts without direct
l enuneration IÌom the ploviclel shall be allowed as ar1 operating expense fi:r'the deternrination of allowable
cost subject to linlitations contained in paraglaph (B) of this section. Tlre amo¡:nts allowed shall not exceed
tllose
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B

paid othels l'or similal work. Alnounts shall be identifìable in the records of the facilities as a legal
obligation fol opelating expense. Non-paid workels hiled Lrndel arraÍìgements with a Cabinet l'or Health
Sel'vices authorized work expet ience pl oglarn shall qualify fol the pLrlposes ofthe princ iples in tlìis section.

LIMITATIONS - SERVICES OF NON-PAID WORKERS. The service shall be pelfolmed on a regular,
scheduled basis in positions custotnatily held by full-tinre employees and necessary 10 enable the provider'
to cally outthe ftltrctions of norn]al resident cale and operation ofthe fhcility. The value of services ofa
ty¡re lor wliich facilities genelally clo not rernunelate individuals pelfoming those selvices shall not be
allowecl as a reimbutsable cost ì.ìndel the Medicaicl Progranr. For example, clonated services of indivicluals
in dìstlibuting books and tìagazines to tesiderts, ol in serving in a facility canteen ol cafeteria or in a facility
gift shop shall not be leitnbursed.

APPLICAI'ION. The following illustlates how a fàcìlity shall detenníne an amourìt to be allowed under
this prirrciple: The plevailing salaly for a lay nursc is $5,000 f'or.the year. The lay nul,se receives no
maintenance or special perquisites. A nun working as a nurse engaged in the same activities itr thc sante
facilìly receives maintelìance and special perquisites whicli cost the fàcility !i2,000 and are included in the
facility's allowable operating costs. The fàcilily nray then include in its recotds and additional $3,000 to
bLing the value of the services renclered to $5,000, "fhe amount of $3,000 shall be allowed if the facili¡/
assumes obligation for the expense under a wlitten agreenent with the sistelhood ol other religioÙs otder
covelirìg payment by the facility fol the services.

D. APPLICATION

Ullr'estl icted funds, casÌr or othet wise, ale genelally the property of the provider to lre used fu any
ma;rner its ntanagentent cleems apptopriate and shall not be deducted tìom opelating costs. It would
be inequitable to lequire providels to use tlìe unrestricted funds to reduce the paylnents f'ol.care.
The use oftltese funds is generally a meaus oflecovering costs thât are not otherwise recoveÍable.
I lowevet, any itttelest eat necl on lhese fìlnds shall be sub.iect to the interest offset provisions ol'this
manual,

C.
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I)onor'-r.estricted finds that ale designated fbl paying cel'tain operatilìg expenses shall apply and

ser.ve to reciuce tlìese costs or gl'oltps ofcosts and benefit all lesidents who use tlte services covered

by the clonation. 11'costs are no1 r'educed, the lacility would secute I eitnbul selnettt lbl the same

expense twice; it would be leimbursed thlough the donor-r'estricted contt ibutious as well as ftom
resìdents and the Medicaid PI ogram.

SF,CTION 570. PURCIIASE DISCOUNTS AND ALLOWANCES AND REFUNDS O]I EXPENSES

PIìINCIPLE,. DiscoL¡ltts ancl allowances received on purchases of goods ol setvices ate teductions ol'the
cosls to which they t elate. Sirnilally, r'efunds of pleviorrs expense paylneuts are tedttctions 01'the related

expense.

DEFIN ITION S

1. "Discounts" r'ìleans genetal reductiolls granted fot the settlement ofdebts.
2. "Allowances" means deductions granted for damage, delay shoftage, impell'ectiolt, ot otlter causes,

exclud iug discotttrts ancl returus.

3. "Refunds" ntealls an amoulìt paid back or cledits allowed because ofover oollection

NOIìMAL ACCOUNTING TREATMENT - REDUCTION OF COSTS.

All disoounts allowances, and lel'uncls ofexpenses are reductions in the cost of goods or services purchased

and are not ir.rcome. When tlrey.ale received in tlle same accounting pel'iod in which the putchases were

¡acle or expenses were incLrLLecl, they shall be used to tedllce the putchases or expenses of that peliod.

Ilowever, if they a¡e ¡eceived ín â Later accoünting peliod, they shall be used to reduce the conrparable

¡rulchases or expellses in the pel iod in wh ¡ch they are teceived

2

A.

C.

SECTION 580. COST T'O RELATED ORGANIZATIONS

A. plìINCIPLE. Cost applicable to services, facilities. and supplies fulnìslied to the ¡rrovide| by organizatiol'ìs

r,elated to the pr.ovider.by corrmon ownetship ol contlol are included in the allowable cost ofthe provider

aud is the cost of the lelated organizatiot.t. llowever, tlie cost shall rot exceed
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the price ofcompatable setvices, facilities' ol supplies that could be purchased elsewhere'

B. DEFINITIONS.

C

l. ,.Related to provider.,' rreans tlìat the p¡ovider., to a significant extent, is associated or affiliated

with. or has control of, ;ì;;;;rr;ii; by the o'ganiãio' fi'nishing the se.vices, facilities' ot'

suPPlies

2...CÔml]]onowtretslrip,,trreansat.elationslripshallbecorrsideredtoexistwhenanindivirlual,
inclnding husbancl, *ila^f;;;;t ' t;;ilì"" ul.otl't""' sistets' sons' daughters' aunts' uncles' and iu-

taws, possesses ti"" (Ð ;;;;;; ;; ìì.,o.|." oto*n.rrt'ip or.equity in the fàcility and the supplving

bushess. A relationshipîãii ^r." 
rr. considercd to exist whén it can be derÌlonstlated that an

in<liviclualor.iriclividual,scoÍìtfololitlfluelrcel'ì1al1agelnel,ìtdecisiotlsol.operatiolrsofthefacility
ancl the sr'rpply ing busilress'

3...Con1r.ol',neansifanindiviclualoratrolgatrizationhastlrepower,directlyorindil.ectly,to
significantly inlluence o'l ålt"ti ttt" actions oi policies of an organization or facility'

AppLICATIoN. lf the provider obtains iteurs of services, facilities, ol supplies l'ì orn an orgatlization' eveu

thouqh i1 is a separate teguf 
"ntiry",î;á'tlre 

ãrguniratio,., is cleemecl to ire a-,àlat"cl otgurtization' i' elfect llie

itemi are obtained fr.our itr"lf: i;il;;r;;iå ""J 
.f*lf include the cost for tllese iteÍì'ìs at the cost to the

supptyiug organ¡zal¡orì. H"*";;.";iî"";"':;." ì" 1¡. 
open rnarkct lor cornparablc services. làcilitics^ or'

supplies is lower.r'an tr,..orr ro itì" r,ìfplier. tlre atto*aLte cost to the p.ovider shall lrot exceed tlìe tììarl(et

p'ice. Arr cxarnplc woutd b* a .o,pJ,ãììãl ü,iilJ ¡"e 
" "rr.sing 

hotne attd i'en lcas ing it to another co'polation

contlolled trY the owner.

EXCEPTION. Atr exception is provided to this genetal principle if the plovide r demonstlates-b-y convincing

evideuce to the satisfàction "i ,rrä'o"pìro"l"r?ol Meåicaid services that tlre supplying organization is a

bo a lìclc separate orgalìiza,ion, irrriftfty-orle (51) pefccnt olthe sUpplier's btrsiness activity ol'the type

car.r.iect o' wiltr rhe ràc itily 
'r 

,r."J.."ä , /,iu';;;ì*;;¡;tg""izarions or her than t hc lacility and its .clated

or.ua'izalions and rtrcre i,.,'' ";;.';;'ìr;.iir" 
,"àrt.' Ior the typc ol scrvices. tàcilities' o. strp¡rlics

;Jiiliiï'î; ,î," 
",gìilrà,¡"","ir,ui' 

,i," ,.,.ui."r. facitiries. o. supplies a'e those which corntttonlv are

"ü"t^.0 
ït r*iittier"sucl.t as tú" plovidel fi om othet olganizatiorrs ancl ate not

D,
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a basic elemeut of r.esìde't car.e oldinalily furnishecl clirectly to residents by facilities; and that 1he clial ge

to the pr.ovider. is in iiue with the chatge fãr se|vices, facilities, or supplies in the open market and lo1]]t9'"
tlran the cl.ìarge macle uncler.cornparable circurnstances to others by the olganization fol selvices, facilities'

or supplies. In these cases, the chalge by the suppliel to the facility for sewices, facilitìes, or supplies shall

be allowablc as cost.

SEC'TION 590. DEII]RMINAI'ION OI! ALLOWABLE COST OF SERVICES, SUPPLIES' AND EQUIPMENT

A. plìlNCIpLE. Reimbur.sement to pr.oviclers 1o[ selvices, sttpplies and equipmelìt shall be basecl on

reasonal¡le allowable cost as clefinecl in this section

B. DETERMINTNG ALLOWABLE, COS'L T'he allowable cost of services' sup¡rlies and equipuent shall

exceed the lowest ol':

I . fhe acquisition of cost the provider;

2. Tl'te plovider's usual ancl customary charge to the public;

3. The prevailing charge in tlie locality as d-etennined by Meclicare or the Department fbr Medicaid

Sel vices as aPPlicable; or

4. If the itern or service is identified in the Feclelal Register as olìe that does not vary significantly in

quariry irã,'ì., one supplìer.to another., the lowest charge level as defined in 42 cFR 450.30.

SITCTION 600. COST RELATED TO RESIDENTCARE

A. pRlNClpl-E. All payrnents to facilities shallbe based onthe leasonable cost ofcovered setvices and related

to tl.ìe care 
"r, 

*.iËiíìt..-i"".onolrl" "ort 
includes all necessary and pt oper costs incurt ed in rendering the

."rui"....ub¡""iiã-pri'ì"irrr* relaning to specific items ofrevenue and cost llowever' paymenlslo 1àcilìties

sliall be basecl on irr" l"rr"t of lheleasónable cost of covered selvices filrnished lo Medicaìd Plogratn

lecipients or the ctlstolllary cliarges to the general public fot stlch services'

Reasonable cost of arry ser.vices shall be delelnrined in accordance with the plinciples of reitnbulsement

establishing ttr.',ìr"itro¿ or metl'ìods to be used, and the items to be inclucled. 'Lhese principles take into

accouut both dir.ect and indilect costs offacilities. The objective is that undel the
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methods of'deterrnining cost. the costs witli respect to individuals coveled by the Medicaicl Plogram shall
not be bome by individuals not so covered, and the costs wiih lespect to individuals not so covered shall
not be lrotre by tlre Medicaid Plogranr.

SI]CTION 6IO. REIMBURSEMENT FOR SERVICES OF'PI1YSICIANS

PRINCIPLE.. Ilthe physician bills the Medicaid Plogram for servioes provided to the lesident directly, such
anlourìt is to tre apploved and paid in accordance with the established plactices relating to the physician
element of the Medicaid Ploglarn. lf'the physician does not bill the Medicaid Progtarr f'ol selvices plovided
to the lesidenf, costs to the làcility ale recognized as indicated in palaglaph (C) ofthis section.

RÊASONABLE COSI'. Fol the purposes of determining reasonable costs of services petfomred by
physicians elnployed fìrll tirÌe ol legulal palt- 1ime, leasonable cost ofthe services shall not exceed what a
prudent and cost-cor'ìsc¡ous buyer would pay fbr compalable services by comparable providers.

APPLICATION. lf the physician is compensated by the fàcility Iòr rnedical consultations, etc., on a part-
time basis, the amounts paid to the physician, if leasonable, shall be lecognized by the Medicaid Plogratn
as an allowable cost. Physician services by a palt-time làcility employee {òr'rnedically necessary direct
resident services shall be paid the physician dilectly thlough the physician's element of the Medicaid
Proglam. Ifthe physician is a firll-tirne employee ofa nursing làcility all leasonable costs including dilect
lesident selvices, shall be recognized âs roìltine facility costs and shall not be billed to the Medicaid
Plogtam dilectly by the physician.

SECTION 620. MOTOR VEI-IICLES

Costs associated with motol vehicles that ale not owned by the facility, including motor vehicles that ale
registeled ol owned by the làcilily but Lrsed primarily by the owner, or farnily nrembers theleol, shall be

excluded as allowable costs.

A,

B.

C.
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In I 986 Kentucky state law esta blished allowable motor velricle costs to be $ 15,000 pel velt icle, up to thlee
(3) vehicles, if the vehicle is used lbr facility business. The allowable arnount is acljusted annually for'

inflation accolding to tlie inolease irr the consumer plice index for the most recent twelve-Ínonth period,

Meclically eqLripped motor vehicles shall be exempt fiom the limit. The Department may approve costs

exceeding the linrit on a làcility by facility basis npon demonstration by the facility that additional costs ale
nccessaly for the operation ofthe facility.

SECTION 630. COMPENSATION OF OVi/NERS

PRlNCII']l.E. A reasonable allowance ofcornpensation lor seruices ofownels is an allowable cosf, plovided
the services ale actually pelfbrmed and are a necessaty function.

DEFINITION S

"Reasonableness" r'equ ires the compensation allowance:
a. Be an arnount as would orclinalily be paid fol compalable services by compalable facilifies;
b. Depend r.rpon the fàcts and citcumstances ofeaclr case; and,

b. Be pertirlent to tlìe opelation and sound conduct ofthe fàcilìty.

"Necessary" r'equír'es had the owner not lencleled the sewices, the facility would have had to
enploy arrother person to perftrlm the ser-vices.

"Owner" nleans as aÍìy person or related fàmily nrembet (as specified below) with a cLllrulative
ownelship interest ol five (5) pelcent ot more. Members of the imtnediate fämily' of an owneL,

include husband, wifè, fàther', mother, blothers, sisfels. sons. daughtets, aunts, uncles, aud in-laws
and shall be treated as ownel s for lhe pulpose of courpensatiou.

"Compensation" mear'ìs the totâl beuefit teceived by the owner', including but not limited to: salary
amounts paid f'or nranagelial, administtative, prolèssional and othet services; amounts paid by

B.

B.

2.

4.
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C,

D,

the facility f'ot the ¡relsonal benelit of the owner; the cost of assets and services leceived fron the
lacilíty and deferred com persation.

APPLICATION. The cost o1' firll-time owner'-employees may be included as an allowable cost if the
compensation is leasonably cornpalable to compensatiou fol sirnilal positions in the industry but sltall not
exceed the applicatrle compensation lirlit for owner-administlator. The compensation ofpart-tinre ownet-
ernployees perfornring managerial type finctions shall be allowable to the extent that the compensation
does not exceed the perceut oftime wotked tirnes eighty (80) percent ofthe ap¡rlicable cornpensation limits
fot an ownel -adnr inistlator.

Full-tirnc owner-adrninistrators and fÌrll -tirre owner-employees who perfolnr non-rnanagelial functions in
lacilities other than the facility that they ale plirnarily associated shall, fol Medicaid purposes, be limited
to leasonable colrpersation of not nlole than fourteen (14) }rours pel week in addition to the salary in the
facility with which they are primarily associated. To be considered leasonable compensation, the owrteL

sliall plove perfolnrance ol' a necessaly functìon and be able to document the time clainred for'

cornpensation. I1 managelial fìuctions are pefolmed in a non-plirnaly facility by the full-time owner-
administrator or îuÌl-time owner'-employee ofanothel facility, the cost ofthe services slrall not be allowed
lol purposes of the Medicaid Program,

Compensatior.r for selvices requiring a licensed or certified professional perf'ormed on an intermittent basis

shall not be consideled a palt of cornpensation, nol shall it be liniited to the application of tlre owncr-
administlatol com¡rensation schedule, if the professioual selvices (e.g. legal services) would have

necessitated the proculement of alìotl]eI pelson to pelforrn the services.

COMPENSATION I-IMITATION. Cornpensation fol an owuer'-adurinistrator shall be linrited based on

the total licensed becls of the facility in accordance with the following schedule:

LICENSED BEDS
COMPENSATION

MAXIMUM

0-50 $33,s00
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5l -99

r 00-149
1 50-199

200r-

l.his sclredule shall be in efîect fof the period fronr July 1.. l99l thfough June .30,1992. The compensatrou

rnaxìrnum shall be inc'easecl "" 
¡rrv ãi: àã.rt veaL ui tlle tnt'lation iactot lndex lor wages and salaries

,"uììr¡.å ùv rHs Global lnsiglì1. fi.r'" o"pu,t''t]ent t'oi Medicaid Services shall utilize the moviug ave.age

i"ìînä îàrirt j"'y i'-l un" ¡õ r'tfi vári"."d on the latest irrflatio' ¿ata available The adj Lrsted amounts

shall be published atrnually 1,., u ì=i,rt u*",r"nt letter to all cost-based lacility plovidcrs. Perqtlisites

routinely pr.oviclecl to att 
",r.,ptoy""s 

uriá uoard of¿irectol's fees shall not be consideled in applying owner

s compensation limits

OTHER REQUIREMENTS

1. SOLE PROPRIE'TORSIJIPS AND PARTNERSHIPS

T'e allowarce of compe'satio¡ for. services of sole ploplietors and patfnes.shall be the amount

cleterrnined to U" ttr" L"asonàUle value ofthe services renåetecl (not to exceed the amount clammed

f.or these services on trrä.,ri*l "".t 
*ports sublnitted by the fàcility. The allowance shall be an

allowable 
"o.t 

|..gura t"r.', ot::*ñ.tt,.l. t¡"r. is any actual clistribr.rtion of plolÌts or othef pavments to

the owner. ft1. op"r;,U pr"n,-t"i iorr; oî tt," facility shall not affect the allowance of

cotììpcnsation for tlle tlwnels serviccs'

$3 8,500
$43,000
$51 ,300
$s2,600

E.

2. CORPORATIONS

].obeinclucledinallowablecosts,colÎpellsatíonfol.servicesrerrderedasanemployee,officer,ot.
dilector by a pelsolì o*,ting 

"ottt-i'i-u 
to|:po'ur" plovidelshall be pâid (by caslt' rtegotiable

;;il;;.;í, or.'ir-kinctl auri,ìg tlì.'.n.i ,."pn,ring p"iio,l in which thc cotnpcnsation is eanted ,r

within seventy_1.rve 1ZS¡ days tlereafler. ì-t'r-v,"ã* i. n", 
'rade 

clu'ing this time period, the unpa id

compensation shall not be i".r"iJiì, ori"*ubl" 
"o.tr, 

either in the period ealned or in the peliod

when actually paid' For this pu'pot", un ¡t't'ument to be negotiable shall be in writing and signed'

shall contai[ au utroonditional p'"tni* ot otft"t to puy u 
""ituit.t 

sutn of motley on demand ol at a

îj*¿ ã,J ¡"t""r inable future time and shall he payable to older ol to bearer.
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3. ACCRUED EXPENSES PAYABLE.

To be included in a'owable costs. an acql.uecr expense payable 
io. T offì:,"" ditector' stochholder''

o,'*",','o,iiTlì "r'":p'î'' "' '";.';: ::lli;iilîiil'i'i::l;::i'il;:lÏ::iiiflil"':liü:;i:
i;;ii:ï'lÌ,1iÏì,-"1:';t..rËJ'.ti.i:'ìi"ii,il'î. 

;;';;;;i'; ii'ne pe,iocr' the trnpaid expcnse srrarr not

bc includccl in allowatrlc costs. eifhcr i" ,lt.'O.ri"äÌ'ì"t" '"tt 
o' in t¡t period when acttrally paid

4 DEF'lNll-loì1rt",.. 
.nu', exisrs if an individual or an organizatio'. has the ability' di'ectly or

irrdir.ectly, to inl'ìuelrce, ,o,n,g" - àì,ài'.n"ì..¡io or. policies of the pr.ovidet. regal.dless

, :l:iiäilì:o,i:1ii:,:t;",","ans.lhe.'egotiable l",l::'""il.:]lîl'"ï"':,y,i':"iåî"lr'iil:,i

*lii*il::';1,::l:liïi:liJ iJ,:,ii:ìil: iÍ;'.ìil'J"i:;:ïi:,i ordc, o.o bea, er

sECTloN 640 orHER cosrs 
he cost is reasonable

A. Tlie cost of naintaining a cliapel within the facility shall be allowable providing t

B. .lhe cost associâted witlì fàcility license lces shall be allowed iÎ ploper documentation proves that the

PaYtlent is a fee and not a tax'

C.Thecostsassociatedwithpoliticalcontlibutionsandlega'l1""tf?t''lt't]::""t^t]'llawsuitsfilodbythe
prouia"r rfroff Uå å*îì"åä;är';ll;*"ble cost Legal lees ielating to lawsLrits.agairst the Cabinet for Health

una nu,niry_s",uå?i';;;lt ;;ty b. included as .;iï;äi; ;":iì'' it'" p"'ioã in which the suit is settled

afrer,a trnal clecision has been macle that the law.Lï;ïä;;tìi;; *h"n àtl"'*it" ugreecl to by the parties

involved ot oldered by the court'
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D. The costs fol travel and associated expenses outside the Commonwealth of Kentucl<y lol pnlposes of
conventions, meetings, assen.rblies, conferences ot any lelated actìvities tliat shall not be allowable costs.
However', costs (excluding trar'ìspoltatioÍì costs) l'or tlaining ot educational purposes outside llie
Commonwealth of I(entucky (except t'or owners or adlliuistlatols) shall be allowable costs. Meetings per

se shall not be oonsideled edì"rcat¡onal; however, if ecluoational or tlaining componellts are inoluded, the
cost, exclus¡ve of tlansportation shall be allowable. l{owever, travel aÍìd associated expenses outside the
Commonwealth of l(entucky shall not be allowable f'ol ownem and administrators for any reason.

The cost ol'cotpolate inconre 1ax preparation shall be an allowable cost.

Stockholder mainteuance ol selvicing costs, such as plepalation ofan annual report, fees for fìlings required
by tlie SlìC etc., shall be allowable costs.

l-he cost ofthe Board o1'Dil ectols' fèes shall be allowable, but sha ll be limited to five (5) meetings annually
fol single lacility organizations and twelve (12) rneetings annually for l.rultiple facility organizations and
shall rneel a tesf of reasonableuess. Other cost associated with Boald of Directols' rneetings

E.

F.

G.
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u

in excess of the above lirnitations on the number of nreetings shall also be consider.ed to be unallowable
costs.

Ptofits ot reveltues ofthe parent organizatioÍr whiclr ale fi'om sources not related to the plovision ofCost-
Based Facility cal'e shall not be consideled as leductions in the cost to the Medicaid Plogram if the
iuvesturent f'¡-rttcls that geuelated these profits ol revenues were not co-rringled with investllent fulrds ofthe
facility, ot have beeu unco-mirtgled, ìf necessary, and the soLrce of tlie finds can be iclentifiecl according
to generally acceptecl accounting plocedures.

Employee leâve liule, ifvested, shall be genelally an allowable cost. Fol leave pay to be vested thele shall
be no cotttingencies on the employee's right to demand cash payrnent f'oL unused leave upon termination of
elnployment. Facilities contillue to have the optioir ofacconntìng for leave on an accrual or cash basis. lfa
f'acility wishes to switch its accoullting rnethod to the accrual accouufilìg basis, tlie accumulafed caÌryovet.
fìom the prior year'(s) may be expensed as utilized, in accoldance with the facility's personnel rules
concetltiltg fhe tâl(ilg of leave. Concullent with the expensing of the canyover, culrent vacation ear.ned
shall be accl ued

Costs Iesultiug from anti-union activity shall be disallowed. Costs assoc¡ated with union activity, uuless
prohibited by the National Labor Relations Act or uuless the costs are unreasonable ol unnecessary, shall
be allowed.

Itr accoldance with KRS 216.560(4), paytnent of'penalties shall not be made floln monies used fol dilect
lesident cate nol shall the payment of penalties be a reirnbulsable cost under. Medicaid.

Reasonable cost ofancillary services provided as a pal't of total cale are leimbulsable, but rnay be subject
to maximum allorvable cost limits under Fecleral legulations.

Ancillary services inchlde:

I.

J.

l(.

L. 'ì'he costs associated with private club nrembelships shall be excluded fiom allowable costs.

SECTION 650. ,/\NCILLARY COST

A.
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B.

Physical tlierapy
Occupational Thelapy
Speech Thelapy
Lâboratory p[ocedures
X-Ray
Oxygen
Respiratory therapy (excluding the routine admiristlation of oxygen)

,A.ppr.opriate time and oost records ofthetapy services sltall be nlaintained. All contracted selvices shall be

documented lry invoices which cleally delineate chalges fot the selvice(s) plovided to inclucle tlre resident

who received the service, the date the service was provided^ the length oftime the service tequited. atrd the

person providiug the service. Supplies and equipnrent shall be itemized sepalately fi'om treatlnent on these

invoices.

DIRECI- ANCILLARY COSTS. ]'he dilect ancillaly costs of Physical, Occupational, Speech alid

Respiratoly Ther.a¡ry shall include only costs of equipmeut used exclusively fol the specific therapy

ser,vices, ancl the salary costs, exclucling fiinge benefits, oi qualified therapy personnel wlro pel'f'ollr the

se¡vice, oL pelsons who pelfonn the service under the on-site supelvisiotr ofqualified therapy pet'sonnel.

Pel.son¡el qualifiecl f'ol tespilatoly therapy dilect ancillalJ cost pulposes shall be those qualified ìndividuals

either liceisecl by the l(entucky Boalcl of Respilatory Care or the l(entucky Board of Nursing 'I'his

definition applies without regald to whethel they ale faoility or liospital-basedJ ot ale ar indepenclent

conlÌactor.

Tlìe cost of providing general nursing oale, including the routine adrninistlation o1' oxygen, r'outine

suct¡oningl or. fol standby servìces shall not be dilect ancillary costs. Acquisition, aftel December' 1, 1979,

oflliet apy equipment witlì a tolal value of fi 1 ,000 lol each asset shall have priol approval by the Department

for Meclicaicl Services ilt order to be lecognized as an allowab]e cost by the Medicâid PI ogram.

C.

SECTION 660. UNAI,LOV/ABLE COSTS

A. COSTS EXCLUDED FROM ALLOV/ABLE COSTS

l. Ambulance sel vice
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Plivate duty nursing
Luxury items ol selvices
Dental selvices
Noncornpetitive agl eelìrent costs
Cost of rneals f'or other than residents and provider pelsonnel
Dly cleaning of tlle Ìesident's personal clothing
Drùg costs -
An allowance for a leturn on equity is not reimbulsable.

SECTION 670. SCHEDULE OF IMPLEMENTATION

"lhe reiilbursement system outlined in this part ofthe CosrBased Facility Reimburselnent Manual took effect July
L I99I late setting. The reimbulsenrent system in effect as ofJuly I, I990 shall remaìn in effèct for lntermediate
Cale Facilìties fol Individuals with Intellectual Disabilities (lCF-llD) through June 30, l99l with the fbllowing
exceptions:

El'fèctive October I , 1990, dnrgs shall no longer be tleated as an ancillaly f'or ICF- IID facilities.

Dlugs shall be billed througlr the Pharrnacy Plogram.'Ilre phannacist shall bill Medicaid directly and the
facility sliall no longer ac[ as a conduit for drug billings.

'l-liose medical supplies previously billed as dlugs that cannot be billecl through the Pharmacy Program shall
be tl eated as lorìtine-cost f'ol services prov ided on or after October 1 . 1 990.

SI]CTION 680. INTRODIJCTION TO THF, COST-BASI]D PAYMI]NT SYSTEM

This payment systern is designed fol lCF-llD facilities that are plovicling setvices to Medicaid recipients and are to
be leinrbulsed by the Department fbl Medicaid Services. Blfective ftrl costs used in rate setting as oT'July l, l99l
except as specified in this manual supplement, policìes and ¡rlocedures as slated in the Depaltnrent for Medicaid
Selvices. Cost-Based Facilities Reimbulsernent shallbe applicable to ICF-llD facilities.

The intent ofthis reimburselnent systeln is to recognize the reasonable costs associated with the services and level
ofcare provided by ICF-llD lacilities.

2,

3.

4.
5.

6.
7.
8.

9.

B.

c.
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SECTION 690. OCCUPANCY I.IMI'I'ATION EXCEP'IIONS

If a facility ¡s mandated by a court to reduce the nunrber of beds, lhe occupancy linlitations shall not be applied while alternative

placemeniof leside¡ts ¡s beirg atterìlptecl ¡n orde! to comply with the court ruling. Duling the tlansition period, defìned by the coult,

ihe facility shall be allowecl aiate adjushrellt, rìot more oflen than lnonthly, which utilizes the acttlal facility oocuparÌcy

SECTION 7OO, DEIìINITION OF ROU'IINE AND ANCILLARY SERVICES

Thc definitìons of routine and ancillary ser.vices as stated in the CoslBased Facitity Reintbutsement Malrual shall be applicable to

llÌe ICF-llD facilities. Psychological and psychiatlic services shall be billed as ancillary ser',rices by an ICF--llD.

SECTION 705, MED]CARE UPPER PAYMENT LIMIT (UPL) - ROUTINE COSTS

The estimate ofthe alnount that would be paid uncle| Medicale payment principles ("tlìe Medicale UPL") is based on the l'ollowittg

lulethodology. A base year sllall be establi;hed utilizing Çost and utilization clata florn all state owned oÌ operated ICF-llD facil¡ties

nrost |eceDt clesk aud¡ted gost reports for state fiscal yeal (SFY) 2005. Excluding capital and ancillary cosß frolÌì these cost leports, a

weighted mean cost pel clay will b€ conlputed by d¡;iding the total aggregate routine aosts fol state owned or operated ICF-llDs by

the total aggr'egate cost repolt days lor state ownécl or op"rated ICFIIDs. The weighted nÌ€an cost per day wjll be rìultiplied by I l2%

to determin-e ai acljustea weightéO rnea¡ cost per day. ihe adlusted weighted rrean cost per day will l¡e tlended forward by applyittg

a r.ate o1'change eqiral 10 the ðlotal Insight stitleclÑuLsing Éacility Ma¡ket basket w¡thout capital for the rate yeat. This plocess will

dete'nine the estilnated Meclicarc Ieinrbulsenrent cost per-day for'ìlte tate year. To cletelìrine the Medicâr'e UPL 1o| SÌrY 2006. take

the t.ended Medicar.e cost Þer day ¡rultiplied by the aciual Medica¡d patient days for the culre¡rt fiscal year (SFY 2005). 'l'he current

iìscal yoar patient clay, wili b" dáel.n'rinåd using actual Medica¡d patient days fronl thePreviousSFY Medicare UPL calculations for

liture SFys will be cletermined by tLending th"e plior yeal estilrated Medicate reimbursement cost Per day folward by the Global

Insight Sl(iìlcd Nursing Facility VaLtet basict wittrout capital for the rate yeat and nrultiplyìng this by acnral Medicaid patìent days

f|ori the pr.evious SFy.'lhis MedicaLe UPL process will lenrain in effect for each SFY until the desigrlatioll ofa new base year' A

llew base year.shall l¡e established no nror.e frlquently than onc€ every three years based on the most recent desk audited cost r(]port

data available.

]'he Meclicare UpL lbt nolì-state but governnìent owned ol operated and tton-govetntnental ICF-llDs shall be calculated using the

same method as tlre stato owned or.ofelated ICF-llDs; howcver', fhe aggregate cost and utilization data will co[le florÌì their own

nrost recert desk aLìdited cost lePolts

For each rate year. the estimated Medicate UPL calculated as described above shall only increase to take ¡nÎo account any cost that

ICF-ltD fac¡liiies ale requi¡ed to incur to conrply with thc conditions desclibed in Att. 4.19-D, page 3 ôr Sectìon 300 of Att 4 l9-D'

Exhibit B, page 2g thaf were not in elîect duling the Medicate I.JPL base year. The increase will be.equal to the avemge per d¡em cost

of cornplying",yith suclÌ requilcments times the-total number of Medicaid patient days in the Medicare UPL cur rent year as defined-

above. 'I he yeat -end cost settlelìlent will ¡ncol porate the add itional payments

SEcTloN 706' MED|cARE UPI,ER PAYMENT l,IMÌT (UPL) ,{NCILLARY AND CAPII'AL CoSTS

.Ancillar.y ancl capital costs will be liln¡ted to actual allowable cost [rased on Med¡cal€ Principles of Reirrrbursetnent. Allowable cost

will l¡e deterrnined based on tLte providef,s alìnual cost repol.ts tlìat have been arrdited and cost setlled by Kentucky's Dopaltn.ìent for

Medicaid So|.r'ices. The total allåwable ancillary ancl capìtal costs will tre added to the rotlline cost determined in Sectìon 705 'fh¡s

total cosl will bc the final annual Medicare UPL

SI]CTION 7I O, LEASE OR RENT AIìRANGEMENTS
All lease or rent a|.|alìgements oaculling after 2/23177 shall b€ limited to the owner's historical cost of ownership. Fol lease ol rent

alrangemcnts occull.iígprior to 2/23l7l,the Medicaid Plograln shall delernr¡ne the allowable costs ofthe arlangelnent based on the

genelal reasonableness of costs.

SECTION 720, ALLOW.\BLE COST BASIS ON PURCIIASE OF FACILITY AS AN ONCOING OPERATION

The allowable cost buri, ot:á fo"itiÇpur"hased as an ongoing operation aftet July l, 1976, shall be deterrnined in accordanÇe w¡th the

policies outlined in the cost-Based Facility Reifibursenìent Manual

SECTloNT30'INTEREsTEXPENsE-ExcËPTjoNToBoRRowER-LENDERRELATIoNSIIIÌ)
f*"eptions to the gener.al rule legar.ding intelest on loarìs fÍom controlled sources of funds shall be urade in the followìng

circurnstanc€s. lnterest on loaus toi'aciiit"ies by partnels, stocklìolders, or related organizations nrade prior to July I' 1975 slìall.be

allowable as cost provi¿cd t¡oiine t"nns and cãnditions of payrneùt ofthe loans have been tnaintained in effect w¡thout lnodification

slll)sequenl to Jul) l. lc)75.
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SEC]]ON 740, REIMBUIìSìTMENT FOIì SERVICES OF' PHYSICIANS, DENTISTS AND IìOSPITALS

If pliysician (excluding psychiatry) or dental selvices are provided by au enrployee or ifphysician, dental ol hospital

services are pr,ovided uncleL an ongoit'ìg contl'actual allangemer'ìt, all leasottable costs itrcluding direct resident

selvices shall be lecognized as routine service làcility costs and sliall not be billed to the Medicaicl Plogram ditectly
by tlie physician, dentist, ot hos¡rital. This provision shall apply only to staff'personnel while pelformíng selvices

that ale iri the scope of tl.reit employment ol colltracttlal agleeÍnent 
"¡r'itli 

úe facility.

SECTION 750. EDUCA IONAI- COST

The cost associated with providing educational services to residents of ICF-llDs shall not be atr allowable expense

for. t.eirnbursement pul poses. Eduoation selvices provicled in facilities or areas within an ICF - llD or on its propelty

which are specifically iclentified fol ploviding these services by ot undel coutract with lhe state ot local eclucational

agency shall not be reimbulsable. Examples of these costs are salaties, building depleciation costs, ovethead,

¡tilities, etc, Whether or not educational selvices aLe plovided in a specifìcally iclentified facility or area,

I ei¡rbursernent shall not be available fot educatìon ol t elated servìces pt ovided to a client dul ing the periods oftime
the Individual Educatiou Plan (lEP) requiles that educational and lelated services be plovided, All the selvices

clescr.ibed in the IEP shall be excluded for Medicaid leimbllrselnent, whetlier provided by state employees. by staff

ofthe ICF-llD or by others.

Related services may be leimbulsed if the services are petf'ottned as a Leinforcement and continuation ofthe same

type of instruction bel'ole ol after the lonnal training as part of the indivídtlal's pl ogram of active treatment

Educational selvices not eligible fbt reimbtusement shall be those which are:

Provi{ecl in the building, rooms, ot'aLea designated ot r¡sed as a school or educational facility:

Pr.ovidecì dr.rling the specific houls and tirne periods in which the cducafional il'ìstluctioll takes place in the

nonnal school clay and peliod of'time l'or lhese students;
B.
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Included in the IEP for the specific studeÍìt ol requiled by Fedelal and State educâtiollal stâtutes or
regulations; and,

Related selvices plovided to a student undel twenty{wo (22) years ofage.

SECTION 760, PURCHASE AND DISPOSAL OF SPECìALIZED MEDÍCAT, EQUIPMENT

Specialized medical equiptlent such as eyeglasses, dentules, adaptive wheelchairs, etc., shall be a palt of
routitre cost when pulchased by the provider. These items shall be eithet expensed in the year ofacquisition
when applopliate or capitalized and depleciated when nreeting tlìe criteria for the âcquisitions. Exanrples

of itenls to be expended sliall be most eyeglasses, dentules and other such items. Items to be capitalized

and depleciated slrall be adaptive wheelchairs, braces if applicable, etc. lf an individual resident's faniily
wishes 1o purclrase any ofthese items lol the resident, they may do so but atry leimbutsenrent to the facility
shall be offset against the cost ofthe equipment to the extent the cost ìs reported on tbe facility's books.

B. Whelt a r.esident is dischalged ol voluntarily leaves a lacility, the specialized equipnreut nray be taken by

tlie lesident. lf the lacility chalges the lesident lor the equipment and the equipment was otiginally
expensed. this revenue shall be offset agaiust the cost ofrnedical supplies ol adtninisttative and general cost

in the period when the resident leaves. Il'the equiprnent was capitalized and depreciated, ther'ì the tlansaction
shall be handled as any disposable o1'appreciable asset would be. If, however', the facility does not clìarge

tlie residenl fol the equipment when they leave, then auy tetnaining depreciation shall be included in the

period when the discharge occulted.

STJCTION 770. INTRODUC'fION TO INSTITUTIONS FOII MENTAL DISEASES

This paylnent system is designed lol the publicly operated cost-based nursing fàcilities defined as

Instìtutiolts l'ol Mental Disease (lMDs) which are ploviding services to Medicaid recipients and are to be

r.eilnbur.se{ under the Department f'or Medicaid Selvices. This I'eimbulsement system shall become

efïective with the rate setting olì JLrly I . I 991 .

c.

D.
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J'he cost repol t submission requilemelrts and the rate compùtatio methodology effective July l, I99Ishall
be tÌìe sal.ne as tl'ìose fol'other cost-based facilit¡es.

-fhe intent of this reimburseÍìlent systelr shall be to recognize the reasonable costs associated witlì the

services and level ol'care providecì by IMD facilities.

SECTION 780. DEI'INìTION

For pu¡poses of this systenr, an IMD is a publicly operated cost-based facility ¡rritnarily engaged in providing

diagnosis, treatment ol. cal'e of pelsons with mental cliseases, including medical attenlion, tlut'sing care arld related

services. Covetage shall be litnited to iudividuals âge sixty-five (65) and above

SECTION 790. INTRODUC'ÎION To DUAL LICENSE PEDIATRIC FACILITIES

A. This payrnent system shall he designed for dual licensed pediatrics facilities that ale providing selvices to

Medícaicl r.ecipients and shall be reimbursed by the Depattment fol Medicaid Services. Except as specified

in this ntanual supplernent, policies and procedutes as stated in the Depaltment for Medicaid Services Cost-

Basecl Facility Reiurbursement Manual. This reimbursement systen sltall be effective witl'ì the rate setting

on July 1, 1991.

B. The cost rellort subrn ission requirements and the rate computatiolt methodology rates effective July 1, I 991

shall be the same as those f'ol all other cost-based facilities -

C. The intent of this r.eirnbulsement system shall be to recogttize the reasouable costs associâted with the

selvices aud level ofcare plovided by Dual l-icense Pediatl ic Facilities

SECTION 8OO. DEFINITION

A fàcility having Dual Lice sed Pediatlic Facilily beds and ploviding perliatric care only shall be classified as a

pediat.ic Dual Licensed l'acility and shall rcceive |eirnbt¡rsenrent in accordance with the payment nlechallism

developed for that class of facility.

B.

C.
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SECTIONSI0.INTRODUCT]ONTo,IHECOST-BASEDFACILITYCOS.I.REPOR'I

The Annual cost-Based Facility cost llepo|t plovides fbr the submission ofcost ancl statisticâl data which shall be

used il] tate setting and in |eporting to v¿ìrious govelnmental and private agencies All l.equired illlormation is

pcrtinent and shall be sublritted as accutately as possible'

In general, costs shall be fepotled as they appear in the pfovider's accottnting recottlsschedules shall be plovided

for atry adjustnents ol l ec lassificatiolls that are necessaty

In the cost fìnditrg pt.ocess, direct costilig between Certifie<l Cost-Based Facility and Non-cet.tified Cost-Based

Facility shall t 
" 

u."¿ *irïr"u"' possiote. tî diLeot costing is utilizecl, it shall be utilized. if possible, fol all costs of

a silrilar nature. Direot ""riitg 
t¡"rl not l¡e tltilized on a-selective basis in otcler to clistotl the cost lìndiug process'

SECTION I. SCHEDULE A . CERTIIìICAI'ION AND OTHER DA'fA;

This schedule shall be completed by all facilities'

A. TypE OF CONIììOL. ln sections I tll.oLrgh 3 inclicate as appropfiate the ownersllip ot auspices under

whicli the lacilitY oPerates

B'SectionBisprovicledtoshowwhethertl,ìeamountofcoststober.eirrrbursedbytheMedícaidPr.ogratn
includes costs *riìi¡rg'rr"," ser.vices, làcilities, and supplies lurnished to the vendol by organizatiot.ts

related to tl 
" 

u"n¿o,l'trí.o,nrnon ow'ership or cánt.ol. såition e shall be completed by all ve'dors'

C.sectionCshallbecorrrpletedwhentlieanswetitlPartBìsyes.Tlreamountr.epor.tedinSectionCshall
aglee with the lacilitY's books'

D. Section D shall be completed when the auswer in Part B is yes'

E. section E is pr,ovided to show the total compellsation paid for the period to.sole ploplietors, 9ar!I9rs, 
a,nd

cor,porârior.ì "t'f-;;;;;;;;,;"r(s) 
of certifieå Nu'sing hacilities. cår.pensation is defìned in tlie Pri'ciples

of Reilrbur.sement as the total benefit leceived (or r'ãceivable) by the ownel fbt tlre sel vìces he renclers to

the ìnstitution lt shall include salaty
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amo'nts paid firr. rlanagelial, adnrinistlative, professional. and otìret setvices; atnortnls paid by the

institution for.the p"r.onuj b"néfit ofthe owner; and the cost of assets and services which the ownet receives

lì.onl the institutiå¡ a¡d clefèr'ed courpensation. List fhe nalne, title and function of owner(s), ¡relcent of

worhweek devoted to bttsiness, percent of stock owned' and total compensation'

F. Section F is providecl to show total compensation paid to each ernployed person(s) to perlòr'm duties as

admìnistl.atol.s or. assistance ad n'ì irlistratol s. List eaoh administlator or assistance aclministlator who has

been eurployed ¿*i"g tfr" fiscal period. [,ist the name. title, petcent of cttstomary workweek devoted to

business, percent oltñe fiscal period ernployecl, ancl total cornpensation fol the period.

G. Section G shall be completecl by allplovidels'

H. Section H shall be completed by all ploviders'

SEC]ION 2. SCHEDULE B - STATEMEN'I OI" INCOME AND EXPENSES:

If a facility hâs an incorre staterìrent that provides the same cletail as this schedule, this statement may be sÙbllitted

in lieu of Scheclule B. 'll;is schedule shail be prepa|ed for the reporting period. Duling pleparation, cousideration

sliall be given to tlìe lollowillg items:

A. Line L The amount enterecl on tliis line shall be the gfoss charges for sewices rendeted to lesidents bel'ore

reductions lbr chaLity, bad debts, contractuâl allowances' etc -

ll. Line 2. Recor.cl total bad debts, charity allowances, contractual adjustments, etc. on this lille. This line shall

include the diffèrence between arnoulrts paid by the resideut ot 3r<i palty payol and the stanclard clra|ge of

the làcili1Y.

C. Line 3. St¡btrâct line 2 fion.r line 1'

D. Line 4. Enter total operating expenses ftom Scheclule D-4' Line 26' Colunln 2

E. Line 5. Subtlact line 4 fi'om line 3'

TN No. 17-002
Supersedes
TNNo.00-04

Approval Date: AUG 2 S 2017 Effective Date: JulY 1. 2017



State:

F'Lines6a,6b,Ta,andTb.Conrpletetheselirresillaccol.dancewiththedefinitiotrsoft.esttictedand
unl.estricted as presented in the Principles of Reimbtlrsetrrent itl this matrual

G. Line 12. lnclude on this line rent r.eceived from the lental poltions ofa facility to otlìer related cr non-related

palties, i e., the t eutal of space to a physician, etc'

H. I-ine 14. purchase cliscounts shalÌ be applied to the cost oftlìe itelns to wlliclì they lelate. lJowever', ifthey

are recoldec| in a sepat.ate account, the total oltlre discounts shall be enter.ed on this line.

L l-ine 3 l. Total lines 6a throLrgh 30'

J. Line 33-4g. Enter alìlourìt ofother expenses, including those incttlred by the facility, which do not relate to

resident cate

K. I-ine49. Total lines33 th.rough48.

L. Line 50. Subtlact line 49 fiom line 32'

SECTION3.SCHEDULE'C-BALANCESHEETANDCOMPUTATIONoF.EQUITYCAPITAL

Non-profìl facilities sliall complete only cohrrnn 1. Plopt ietaly facilities shall cotnplete the entire schedule -

A. Co[rmn [. tsnter the balance recofded in tlìe facility's books of accoutlts al the end ofthe reporting period

(accr.ual basis ofaccounting is requir.ed as indicated in the Plinciples of Reimbursement). Attachments may

tre ,sed if the lines ou the ãcheclule are not suffìcient. The capital accounts showl'l otr lines 4l thlough 45'

al.e tl.ìose applicrìble to the type of business organization r¡nder which the plovider operates as follows:

Individual Proprietor - Proptietor''s Capital Account

Paltnership - Paltnel's Capital Accounts

Corpotatiou - Capìtal Stock and Othel Accotlnts

B. Column 2. This column sliall be used to show amour'ìts of assets ancl liabilities included in a facility's

balance sheet, whicir clo not relate to the plovider ol'r'esident cate. Etltries to this coltrtnn shall be detailed

on

l<v Attachment 4. I 9-D
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2.

Schedule C-i. NOTE: lt shall not be necessaly to atlempt to teÍnove the poltion ofassets applicable to other'
levels ofcale on this schedule. Some examples ofadjustments, which rnay be requiled, include:

l. Line 2 - Notes and Accounts Receivable. The uotes aud accor-rnts receivable total to be entered in
oolulnr 2 shall rep[esent total amour.rts expected to be |ealized by tlie provider'lrom non-r'esident
câle sefvrces.

Lines 1 l. 13, 15, 11, l9- Fixed Assets. The amounts to be entered ir.r colunrn 2 shall be based on
the historical cost ofthose assets, or in tl.ìe case ofdonafed assets, the lair nralket value at the time
ol'donation, which ale not related to lesident cale.

Lne 12, 14. 16, 18, and 20- Accumulated Depleciation, 'Ihe atnorxtts in cohlmn 2 shall be the
adjustrìlel1t necessary to reflect acculnulated depleciation on the straight-line method to the
efïeclive date of entry into this leirnbulsement plograrn and ar'r.rounts clairned theleaftel, and shall
also be adjusted f'or disposals and arnounts of acculnulated depleciation oÍl assets not related to
resident care. Assets not related to resident care shall be lenloved on lines I l, 13, 1 5, 17. and l9
respectively.

LINE 22 - INVESTMENTS. Investrnenls includable in the equity capital balance sheet in colurnn
3 shall be liniited to those related to leside t care. Pr'ìlnarily, these shall be temporaLy investrneuts
of'excess operating funds. Opelating lLrncls invested for long periods of time shall be considered
excess ancl not related to resident care needs ând sliall accoldingly be rernoved in column 2.

4.

5. LlNlr 25 - O'll-lER ASSET'S. Examples of items which rnay be in this asset categoly and their'
tleatnlent for equity capital purposes are as follows:

Goodwill purchased shallbe includable in equity capital.
Olganization Expense. Expenses inourled in olganizing the business shall be] incluclable
in equily capital. (Net ol'Amoltization)
Discounts on Ilonds Payable. l'his account represents a deferred cl.rarge to income and shall
be includable in equity capital. Othel asset amounts uot leiated to lesident care shall be

removed in column 2.

a.

b.

c.
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6. LINES 37, 3g - LOANS F'ROM OWNERS. Do not r.nake adjustments in colut.nn 2 withfespect to

run¡, uor,ä*.a uy ùaslc Ic or tc/vn facilities priol to Ju ly L l9^75 or by Skilled Nulsing Facilities

prio,. ,o i.""rlãi I , tslg,prov ided the te|ms åncl conclitíons of the loan agl eement hâve l'ìot been

,""difi.i .;;;.il",it to luiy 1, 1975" or December l, 1979, r'espectively. such loans shall l¡e

collsicìeledaliabilityit.tcomputingeqtritycapitalasiÍìtel.estexpetlselelatedtosuchloansis
irrcluded in allowable costs

lf the tel.rns and conclitions of payment of loans urade pliol to July l, 1-9?5 for lC facilities and

n".","u".'l , r'õzq i¡,. stirf.¿ Ñrísing facilities, have úeen rnodified subsequenl to July 1 ,,1975

uno p""ã,r,ll,l r , 1979, respectively. such loans s'hall not be included as a liability in column 6, and

tfr.r"t¡r" .frutì be acljuied'in coluiun 5. Loans rnacle by owners after these dates shall also treated

in this mannel '

c. For. schedule c, line 1-45, ad.ittst the atlounts cntered in colutnn I (ittcrease and tlecfease) by the anlounts

elìtel.edincolunrn2andextenclthelletal]]ountstocolumn3.Colutln3isprovidedfortlielistirrgoftlre
balance sheet u,""*ti.'tltuit 

"pt 
esent equity capital for the Depaltment fo. Medicaìd Services purposes at

the end of'the Ieporting peliod'

SECTION 4. SCHEDULE C-I - ADJUSTMENT TO EQUITY CAPITAL

This schedule shall be used to explain all acl.iustments rnade by the facility on Schedule c' colutnn 2' in otdetto

atrive at the acljusted balance sheet f'or equity capital pulposes'

SEC,lloN5.OVI]RVIEWoI..'IIIEALLOCATIONPROCESS-SCHEDULED.ITHROUGHD-5

These schedules pfovicle fot sepatating tlìe opelatilìg expenses from the làcility's financial tecords into five (5) cost

categories: t 1 Nursing seLvic", ðortrlzl ottrer care Retatei Costs, 3¡ other òpefating Costs' 4) Capital Costs and

5) Ancillary costs. Thes; sched,il",'ulso provide lor uny n".".ráry adjustlìlents and 
. 

t ec lass ifications to celtaill

accourrs. Schedules p-lirtt""gìt p-s shal'l be cornpletei uy att taóitltiðs All accounts that can be identifìed as

belonging to a
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spccific cost centel slrall be reported to the applopliate section of Schedules D-l thlough D-5. Capital cost shall be

leported on schedule D-4 and not allocated to specific cost centers.

All listed accounts will not apply to all ploviders and some plovidels rnay have accounts in addition to those listed
These shall be listed on the lines labeled "Other Expense."

The flou,ofthe SchedLrles D-l thlougli D-4 is identioal, Salaries shall be leported on the salary lines and all salaries

fbl each cost center shall be sub-totaled on tl'ìe appropriate line. 'lhe entries to the columrs on these schedules shall
be as follows:

Colul¡n 2. Tlre expenses in this column shall agree with the plovider''s acconnting books and records.

Colulnn 3. This column shall be Lrtilized for leclassilìcation of expenses as appropriate. Such

leclassifications shall be detailed on Schedule D-6.

Colurnn 4. This colunin shall be fol adiì.rsfurents to allowable costs as may be necessaly iu accordauce with
the genelal policies and plinciples. Allad.justrnents shall be detailed on Schedule D-7.

Colunrn 5. Enter tl'ìe sunl of columns 2,3, and 4,

Column 6. This column shall be corrpleted f'or each line f-or which an entÌy is made to col¡.¡mn 5 in order to
indicate the basis of tlie separation oftlie costs reported to Colunn 5 between Column 7 (Certifted Cost-
based facilily Alloc. of Costs) and Column 8 (Non-Certified and Non-Cost-based facility Alloc. of Costs).
A "D" shall be entelecl to this coÌumn on each line on whicli the ad.justed costs (Column 5) ale direct costed

between Colr¡nns 7 and 8. An "A" shall be entered to this column on each line on which the adjusted costs

in Colulnu 5 are allocated between Columns 7 and I on the basis ofthe allocation latios on Schedule F'. All
accounts which cau be direct costed from the provider's lecords shall be directed costed to Columns 7 and

8. Acoolllrts which are dilect costed sliall be direct costed in full. Any accounts whiclì cannot be dilect
costed shall be allocatecl using statisfics flol.n Schedule F. Providers shall eusure that all costs which ate
lepolted to colunìn 7 are reasonable, rlecessary and related to Celtified Cost-based lacility lesident care.

A.

B,

C.

D,

Ë.

F'. Columns 7 and 8. TIlc acl.justed balance fìgures ftom Column 5 ale to be allocated betweer CertilÌed Cos!
based làcility Costs (Colunrn 5) and Non-Certified Non-Facility costs (Colurnn 7). Any accourlts thal cannot
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be dir.ect costecl sliall be allocatecl tlsing statistics hom Schedule F All costs enteled to column 7 shall be

reviewecl t v u* lr*iã". t" ensure thafthey are necessary! r'easonable and related to CeftilÌed Cost-based

lacilitY t esident cale.

G. Column 9: This column shall be completed only by Hospital-Bâsed 
.pl 

ovìdeÌs lnstrìictions regatding this

colurrn can be foLlnd in the iustl uctiorìs for the Sch;dLlle;. whicli illclude Column 9 (i e' D-3 and D-4)'

SECTION 6. SCI.IEDIJLI] D-I - NI.JRSING SË'RVICES COST

A. The costs associated wìth nursing ser.vices. which shallbe included iu the nursitlg setvice cost category' are

as follows:

L Nur.sing assessrnent oftbe health status ol'the resident and planning o1'appropl iate intel ventiolls to

overcome identilied problerns ancl uaximize resident stlengths;

2. Bedside care aud services;

3. Adrniu istr.ation oforal, sublingÙal, lectal and local medicatiolts topically applied. an<j applo¡rfiate

lecoldìng olì the residenl's responses;

4. Tr.airring, aSSìsta ce, and encouragement for self'-care as t.equiled for feeding, gt.ooming.

on t,,ruti'on. tãil"t, and other.activities of daily living including movement within the nr"llsing horne

lac ilitY:

Sr"rppor.tiveassistanceancltt.aininginrcsiclelrttransfèt.teclrniquesincludirrgtl.ansferfronrbedto
wheelclrair or wheelchair to comtnode;

care ol,reside[ts with behaviot pfoblems and severe elnotiollal problems reqttit ing nulsing cate ot

supervision;

Admin istration of oxYgen;

Use ol'nebulizet s;

Mainterlânce care of resident's colostolny, ileostomy, and urostomy;

Adrninistlation of parentetal medications, inclucling itrtravenot¡s solutiollsi

Ad rn in ¡strâtion ol'ltrbc leeclirtgs:

Nasopharyngeal aspìtatiou tequited lor maintenance ofa clean aitway;

Cale ol'suprapr.rbic catheters aud uretheral cathetels;

Ca|e oftracheostomy, gâstlostomy, and other tubes in a body:

6.

7.

8.

ô

10.

t1.

12.

13.

14.
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15.

16.

l7

l8

Costs of equipment and supplies that ale used to complement the sewices in the nursing service
cost category including incontinence pads, dr.essings, bandages, eneûìâs, enema equipment,
d iapet s, thel lrolleters, hypoderm ic needles and syringes, and clinica l leagents ol sirnila¡ diagnostic
agents;

Costs f'or educatiou ol training includ ing the cost of lodging and rneals ofnulsing ser.vice personnel;

The salal ies and wages of persons pelforming nulsing selvices including salaries ol the dir,ector,
and assistant directot of nursing, supervising nurses, medical r.ecor.ds per.sonnel, t.egister.ecl
professional nulses, licensed practicâl nutses, nur.se aides, ordellies, and attendauts;

The salat ies or fees of lledical directots, physicians, or other plofessionals performing consnlting
selvices oÍr ¡nedical care rvhich ale not leinrbulsed sepalately on a fèe fol. service basis; ancl

-l'he costs of tlavel necessaty f'or trainiÌrg ploglalns lol nursing personnel required to maintain
licensure, certification, ol plofèssional standar.ds.

19.

B. If'an account can be direct costed between Certified Cost-based facility and Non-Cel.tified Cost-based
làcility, the ar'ì'ìoì.Ìttt carried to Column 5 (Adjusted Balance) shall be direct costed in the appropriale
atnoulìt(s) to tlte propef colulnn(s) (eitliel Colunrn 7, Certified Cost-based faciliÐ, Costs, or.Colurln 8, Non-
Certified and Non-Nulsing Facility Costs). Any account that is direct costed shall be dilected costed in ftlll.
Auy accottttt which catìl]ot be direct costecl shall be allocated using Schedule F, Statistic A. Multiply the
Coltrmn 5 arnount by the Certilied Cost-based facility percentage from Schedule F, Statistic A, ancl euter
the ploduct ilt Column 7. Subtract Column 7 from Colunn 5 and entet the resuÌt in Column 8. Ploviclers
shall eusule that all costs teported to Column 7 are necessaly, reasonable. and related to Certifiecl Cost-
based facility les ident cale.

SECTION 7. SCI IEDULE T]-2 - OTI-IER CARE RELATED COSI-S

A. General

The costs that shall be reported in the othel care-r'elâted services cost categoly include:

L Food costs. not inchlditrg prepalation;
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2.
3.

4.

Direct costs ofothel care-telated services, sttch as social selvices and tesident activ¡ties;

The salar.ies and wages of activities dilectors and aides, social wolkers and aides, and othet care-

related personnel including salalies or fees of'professionals perf'ornring cousultation setvíces it.t

these aleas which are not reimbulsed sepalately under the Medicaid Progranl;
'l'lìe costs of tlaining including the cost of Ìodging and rneals to Íìleet thc lequiretnents of laws ol'

rules lol keeping an employee's salary, status^ or position, ot to maintain or update skills needed in

pelfblming the employee's present dì.rties.

B. S¡recilìc lnstructions

2.

Lines l-30: If an account can be dir.ect costed between certified cost-based facility and Non-

Ce¡tifiecl Cost-basecl facilily, the alìroùÌìt carried to Colurnn 5 (Adjusted Balance) sliall be direct

costecl ìn the appropliate amount(s) to the proper colunin(s) (either column 7, cettified cost-based

fàcility costs, or column 8, Non- Certified anclNon- cost-based lacility costs.) Any account which

is clirect costed shall be direct oosted in full. lf accoults caunot be dilect costed use the uutsing

allocation pelcenfage (Schedule F. Stat¡stic A, Line 3) to calcLrlate Celtified Nursing Facility Othel'

Care Relatecl Costs. Multiply the Cel tífied Coslbased làcility pe|centage times the amount in

Column 5 and entet the products in Column 7. Subtrâct Column 7 ft'our Column 5 and elìter the

resu lts in Column 8.

Line 3I : lfan accouut can be dilect costed between Celtified Cost-based lacility and Non-Certified

Cost-based fàcility, the aurount calried to Coluurn 5 (Ad-iusted Balance) shall be direcl costed in

the appl.opriate amount(s) to the pr.oper colurnn(s) (either colunn 7. certified cost-based fàcility

costs, of colunn 8, Non- Certified and Non-Cost-basecl facility costs.) Any account, which is

dil.ect, costed between Celtified Cost-based facility and Non- Cerlified Cost-based facility shall be

dil.ect costed in fill. Any accoullt that cannot be direct costed shall be allocated using the dietary

allocation percentage (Schedule F, statistic c, I.,ine I , colurnn 2). Multiple the certified cost-based

fàcility pelcentage tirnes the alnoultt in Column 5 and enters the product in Coltlmn 7
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SECTION 8. SCHEDULE D-3 - OTHER OPERATING COSTS

A'Linesltlrr.oughlg:[falraccor'lntcanbeclitectcostedbetweellCel.tifiedCost-basedfàcilityarrdNon-
cer.rifiecr cosr-based ,àciliry , trre amount car.r,i",ttä ö;r;;,' ; iÀdjusted B-alance) shall be di'ect costed i'r

rhù appropriarc .r",''*iri iå ìfi. p'opc' coltrrnn{s) i"i,tt"i Colu".tu i Certified Cost-based f-aciliry Costs' or'

colunrn 8, *",,-¿1"ïil:;;;"Ñå,"ð".i- ur*¿.ticilirv costs.) Anv account' which is clilect costed^ shall

bc clilcct cosrecl in I'ull. ll all accounr canrrot.be dìrJJi.å,ãi. "tt 
tlt"iietaiy allocation percentage (schedule

F, Sratistic c. Li;l;"i, ;"J ò"lr.unn 2) ro ^uo.ut"õì"ttv 
õosts. Multipli tlìe ce'tified cost-based facility

per.cenrage ,i,n"i';r;';;;;;ì"'ä"irì"" i 
""¿ 

*t"r tí.te ptoclt'tcts in Column T subtract the amou'''ts rn

Column 7 f'on't òolttrrrn 5 and entel the tesults in Colutnn 8'

B,Lines2ltlrrotlglr55:[-]Ifanaccountcanbeclil.ectcosted,betweenCertified.Cost-BasedFacilityandNon-
cer.tifieci cosr-Based Facility , the amount ""rr,;å;;"ði"';" 

5 (Acìjusted Bala'ce) shall be direct costed

in th" app,op,iaiåu]i;.]iË;i; iil; |.p., *r..Ñ9 .itt,'", cotu'in.i, certiflted Cost-Based Facility Costs,

o' column g, Non-certifiecl a.cl Non- cost-gas"ã' ra"ltity costs.) Any.accounr' which is direct costed'

shalt be clir.eor costed in full. Any account rhat c;;; ;; iií""ì;sted shalt be atlocated using the celtified

Cost-based facility squar.e foot pelcelltage (S"#;; F, î;]..i" e, L¡'" ]. alrd Column 2)' Multiply the

percenlage titne;;,.,.,ni,nt, ¡n Coi ,,n,r S un¿ 
"nf 

.ri¡",r,odtlcts in Coluutlt 7 i\4ultiplv ttìe -Olhcr" pcrcentage

(Schcdure F, il*ii;'ä;ïi;Jã, u,.,¿ corrouz)Ï:l]:' * ;;;t;r"ill c"r"*n i and entel the products in

co.rrnn 8. tor. I lospira l-Bascct Facilirics ",''ly,;;;ilr;-.ì;;iltary 
squo," l'ool 

.pereentages 
(schedtrlc F'

Stalislic B. Li'es 3 tlirough 8. Colunrn 2-¡ togettt.' Ùit iit" tt"n to á tloiutt Housekeeping & Plant opet atton

costs ofthe ancillary cost centels to Colulntt 9'

C.Lirre57tltl.ouglrl4and76thr.ouglr130:[],lfallaccountcanbedir.ectcostedbelweenCeltifiedCost.based
facitity ana noÏ-'c-erti¡"i ð"ri-uîr"¿ rr"iritv rrr.ä"ärìti ".ttlà 

to coltrrnn 5. (Adiusted Balance) shall be

dir.ecr cosrect i' the app'opriate a'r.tou,i*s¡ to tl',å"p, "iä'""i"ì"ittj' 
teitli"' Coltì'n'i7' Certilied Cost-basecl

facility Costs, ol Columll 8' Non-Certified

State: I( e r.r tu clçv
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and Non-Cost-ljasecl Facility Costs.) lf an account cannot be direct costed, use the nutsitlg allocation-

percentage (Schedule F, St;tìstic Á, line:¡ to calculate Certified Cost-Based Facilily Laundly arrd

Á.drn in istr ative & Gener.al costs. Multiply the CeftilÌed Cost-Based Facilily percentage tintes amounts itt

Colurnn 5 and erter the pr.oclucts in Colunin 7. Subtract the alnotlnts in Coltllln 7 from Colulnn 5 and entet

the results ill Colulnn 8.

STjCTION 9, SCHEDUI,E D.4 - CAPIT'AL COSTS

A. II.an account can be dil.ecf costed, between Certifìecl Cost-based facility and Non-Celtified Cost-based

facility2 the aurouut can.ied to ColLlmn 5 (AdìLrsted Balance) shall be direct costed in tlìe applopliate

un ountlr¡.to tt1" proper column(s) (either Coiumn 7, Certified cost-based fàcility costs, ol column 8, Non-

Cer.tified and Noì-iost-basea faóiìiry Costs.) lf an account cannot be direct costed. allocate capital costs

using squar.e fì:àìage (Schedule F, Statistic B. Column 2). Mt'ltiply the C€ftified Cost- based làcilitv

perceutage on l-ine'ítirìes alrounts in Colurnn 5 and cnter tlie products in Column 7. MLrltiply the "otheL"

percentâge or.r Line 2 times antoulìts in Column 5 and enter tl'ìe products in Colurnn 8.. For llospital-Based

Facilities only: acld the ancillary squale fbotage percentages from schedule F, Statistic B (Lìnes 3 thlough

g, Column z) together. Use the sumto allocâte capital costs ol'the ancillary cost centers to Colun]11 9

B. Littes 24 through 2g are providecl 1br the computatioÌl 01' total costs per books. nel reclassifications. tret

adjustmetrts, an¡ total adjusted costs for colnparison ancì analysis'

l. Line 24: Tlìe entries to lhis line Colulnns 2 th|ongh 9 sball be the total ofthe entries to Columns 2

thlough 9 ofSchedules D-l through D-3 arrd D-4 thlougl'tLine22

Z. Line25" Column 7: The entr.y to this line shall be the sum of Schedule D-5, Column 8, I-ines 12,

21,30' 42,51, ó0, and 67'

3.Lirrc26,Colutrrtr7:Theentr.ytotlrislinesliallbethesurnofColunrnT,|'ines24and25.

4. Lilìe 27: The entries to this linè columns 2 thlough 5 shall be the total ol'1he entries to coltlmlls 2

thr.ough 5 of Schedule D-5. Acld the entries fiom the appropriate colunrn, Schedule D-5, Lines l2'

21 .30^ 42,51 , 60 and 67 to colnpute the ploper entry'
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5. Line 28: The entlies to this line shall be the totals of lines 24 ancl 27

Column 2: The amount enleled to Line 26, Colurnn 2 shall agree with the total costs ofthe
facility as reported in its general ìedger'.

Colurnn 3: The total reclassificatio[s (the arnount entered to Line 2ó, Column 3) slrall net
out to be zero (0).
Column 4: The amount entered to Line 26, Column 4 shall be the total of all adjustnìents
enteled to Scheduled D-l through D-5. It shall agree with the total adiustments reported on
Schedule D-'1 (D-7,l,ine 53, Colurnn 3).

Colurnn 2: Ancillaly costs as showr in the plovider''s books shall be enteled to the applopliale lines. All
ancillary salalies shall be leported to the salaties lines and sub-totaled on the applopliate line.

Column 3: This column shall be utilized 1òr' leclassification of Column 2 cosfs as may be necessary for'

compliance wifh the general policies and principles. Reclassifications shall be detailed on Schedule D-6.

Colurnn 4: This column shall be utilized fol ad.justrnents to allowable ancillaly costs as nray be r'ìecessary

fol cornpliance with the genelal policies and plinciples. Adjustrnents shall be detailed on-Schedule D-7.

Column 5: Enter the sunr of Columns 2, 3, a¡cl 4. The âmount entel ed here shall be the total ancillary cost
of'the fàcility as clefined by tlie general policies and procedures.

Colurnn 6: llie cost enteled to Column 5 shall be atalyzed to identify the direct and indilect ancillary cost
poltions as defìned in the general policies and plinciples. The dírect ancillary Cost shall be enteled to
Colurnn 6.

Columrr 7: 'ì-his column shall be utilized to repolt the indilect ancillaly poltion (as delined in the genelal
policies and principles) of the amount entered to Column 5. Sutrtlact Column 6 lì'onr Column 5 and enter
the difference.

a,

b.

c.

SEC'IION 10. SCHEDULE D-5- ANCILLARY COSTS

B.

C.

D.

D.

E.
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Lines I I , 20, 29, 41. 50, 59, and 66 shall be completed by Hospital- Based Proviclers only. The
pulpose ofthese lines shall be to cornpute each ancillary cost center''s shale ofplant opelations and

mainteuance, housekeepiug and capital cos1s. Tlìe Column T amourìts ale derived by rìultiplying
the appropriate Hospital Ancillaly Square Foot Pelrentage (Schedule F, Statistic B, Coluntn 4) by
the afììoulrtou Schedule D-4, Line 24, ColL¡trn 9.

G Column 8: 'lhis column shall be used fol leporting the Celtifìed Cost Based Nursing Facility's shale of
indirect cost. Fol each ancillary cost center. nrLrltiply the appropriate Celtilied Cosrbased lacility AncillaLy
Chalge Petcentage (Schedule F, Statistic D, Colurnn 3) times the alnounts reported in Cohrr¡n 7 to all ive
at the correct ârnounts foÍ Columu 8.

SEC'TION I I. SCIIEDULE D-6-RECLASSIFICATION OF EXPENSES

This work sheet plovides fol the reclassificalion of'celtain alìrornts necessary fo effect propel cost allocation under
cost finding. All providels that do not dilect cost payloll flinge benefits to individual cost centers sl.rall use this
sclredule to allocate fì inge benelìts to the var¡ous cost centels. Fr'ìnge benefits shall be reclassifìed to individual cost
centels oll the lâtio ofthe salalies unless a]rother, nìore accùlate alld documentable nrethod can be detenlrined. The
reclassilìcation to each cost center shall be entered to the appropliate Schedule D-l through D-5 line titled"
Employee Benefits Reclassifi cation."

SECTION I2. SCHEDULB D.7-ADJUSTMENT TO EXPENSES

This schedule details the adjustrnents to tl'ìe expeuses listed on Schedule D-l through D-5, colurnn 4. Line
clescliptions indicate the natule ofactjvities, which aff'ect allowable costs as defined iu this manual or lesult in costs

ilrculred f'ot leasons othcl than resident cale, and thus lequire acljustrnent. Lines 22 thloLrgh 52 are provided f'or

other ad.iustments not specified earliet. A bliel' description shall be ptovided.

The adjusted amount enteled in Scheciule D-7, oolumn 3, shall be noted "A" iu Sclredule D-7, coluuu 2. wlieu the
acljustrnent is basecl on costs. When costs are not detelrninable, "8" shall be entered in colunrn 2 to indicâte that the

revenue receivecl fol lhe serv¡ce is tlte basis fol tlie adjusttnent.
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SECT]ON I3. SCIIEDULE E - ANCILLARY SE'I"ILEMENT

This sclieclule is designecl to determine the Meclicaid sliare oldirect ancl indilect ancillary costs

A.Colulrrn2:tsrrteldir.ectancillâIycostf.ol.eaclrancillat.ycostcentel'flomscheduleD-5.Colt¡nn6.

B.Colulln3:Multiplytheclit.ectcosts(Colurnn2)bythecort.espotrdingMedicaidchalgepercentages
(Schedule F, Section D, Coltrnrn 5' Lines I througlt 7)

C. Column 4: lrntel.the totâl amount received fiomthe Meclicaid Ptogratn (inclucling any amount rcceivable

fi.om the Medicåi; ¡;g;; ai the leport date) for ancillary services Iendered to Medicâid celtifìed cost-

based facility recipients duling the period covered by the cost report'

D. colur'n 5: subtl.act the column 5 amoùnt fiom the column 4 ut ,otl,.tiat.td entel the dil'ference ilr colunru

6.

SECTION I4. SCHEDULE F. ALI-OC,ATION STATISTICS

A. Section A - Nutsing Hours ol Salaries

This allocation statistic shall bc usecl as the basis for allocating the line item costs lepolted to Scheclule D-

l. Lines l-331 S.rr"a,ir" D-2, Lines 1- 30; and D-3, Línes 57-1 30, which cannot be difect, costed to the

levels ol car.e. The allocation statistic may be basei on the ratio ofdilect cost of nursìng salafies, the ratio

of direct nursing i"ììt=, î""iiJii"t" stucly (as defined by the Departr'ì1ent fbr M^edicaid services), arlother

nrethod which lås b"e'i upprov"d by the ôepaftrnent for Medicaid Setvices or, if no otlret leasonable basis

carì be deter.lnirled^ ."sidË,it days. 'Ihe cornputâtior] ofthis statistic shall account lor tlìe direct salaly costs

associaled with all matefial non-cer.tified nursing activities of'the fàcility (such as adult day care ot honre

health services. ìfI. 
"*r,nprO. 

T'he conputecl startistic shall be leasonable and based on doculnelted data'

The melho¿ ur.a i,iurriuinj at the allocation shall be identilìecl at the appropl iate place on Schedule F'

Ratio A. FoL Ho-ùìtat-gased"rac¡lities only: The salary costs of all depattlnerts an<l services of the hospital'

including all .""iii^.y ¿"p.urents as defincd in the general policies and plinciples ofthe
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ll.

I)eDârtmeut 10r Medicaid Se|vices, shall be included in the calctllation ofthis statistic Allocations ofcosts

äfi.'iä"äö"ì,-u*à¿ i""iiltv ä"J u."i. 
"ot, 

cerìtets o'r the basis of 
'esident 

davs will be accepted

ã"iv *fr"" i¡. resulting allocatio'.t 
'tatistic 

ca'.t be documeutecl and shown to be reasouable'

L Line l: Entet.the certified cost-based fàoility figLrre (i.e., salaries or direct hours)

2.. l,¡n" Z, Enter the .Other.,; nursing and clirectielvice figure (i.e. salalies oI di|ect hotrls)

3. Line 3: Divicle Line I by the sumãf Lines I and 2 and enter tlìe percel]tage on Line 3. The pet centage

sliall be cal ried otlt to f'otil decimal places (i e' xx xxxx%)

4. NO.ì.B: Il,salary cost figur". u'= ur"¿ irr coìrputing this ailocation statistic, the amounts erltered ill

Lines I and Z st.,olt us,,uif ugr.ee to enrities on thÃalary li.es of Schedule D-1. lf the Schedule F,

Ratio A salary tigr.". ãå lii ugree to ScheduleD-l salar.y lines. pl.oviders shall rsview both

sclredules to ensur. u.rut t oìr r.nlãules are co'r'ect. The proviáe' shall be able to reconcile Schedule

F, Ratio A to Schedule D-l salaly lines upon request'

Section ll - Square Footage

l'F.t.eestalrrlìnglàcilitiesshallorrlycotnpleteColttnrnsland2ofthissection'HospitallaciIitiesshall
comPlete all fout columns'

a'Colutnlrl,I,il]es1-10:Enteltlìesqtlat'etèetineachapplicablealeaoftlìe.facility.Dil'ect
t.esidentt.ootrrareasslrallbeallocate<lbetweenCe*ifiedCost.basedfacilityarrd..otlrer''
(pc, Non_ceniflteîÀ"ut", 

"rc.1. 
General resiclent ar.eas, sucl.r as hallways, nu|sing statious,

lounges, erc., *-r'ìl.i or" uútir"á Iooøbyonelevel ofca|e shallbe clilectly allocated tothe

âppropriate .o" ""n'"'' 
Genelal resident areas used by more than oue level.ofcare and

gene,.al se'vice dÇåìt,r,*i, tu¿nrin¡.h.ator ol'ìces, diãtar,y areas. etc,) shâll be allocated

betweenlevelsol..carebasedontheratioofCertifiedCost-basedl.aci|ityt.oomsquale
fbotagetototal,*,',',q.,u,"footage.Infl.eestanclinglàcilities,ancillarydepaltrnentsslrall
be
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b.

cons¡dered genelal selvice depaÌtrnents and allocated to levels ofcare. In Hospital-Based
làcilities^ dilect ancillary squale Iòotage shall lre entered ou Lirtes 3 thloLrgh 8.

Colurnn 2, Lines l-10: Pelcentages iu Colurnn 2 shall be derived by dividing Column 2,

Lines I thlough 9. by Line l0 o1'Column I . Line I 0 shall be the surn of Lines I thlough 9

and should equal 100.0000%.

2. Colulnns 3 and 4 shallonly be corlpleted by llospital-Based Facilities. These two columns coutpute
allocation factors to allocate the indilect ancillaly costs allocated tÕ tlìe pooled ancillaries in

Column 9 of Schedules D-3 and D-4 to the individual ancillary cost ceuters on Schedule D-5.

a. Column 3, Lines 3-9: 'ì'he entries to these lines shall be identical to the eiìtries on the same

line numbel of Ratio B. Column L
b. Colurrn 3, Line l0: Tlìe ently to this line shall be the sum ofthe entlies to I-ines 3-9.

c. Colur'ìn 4, Lincs 3-9: l'he entries to these lines shall be the percentages resulting fronr
dividing the dilect square fbotage allocated to each ancillary selvice in Column 3, Lines 3-
9 by the total cli|ect ancìllary square f'ootage cornputed at Colurnn 3, Line 10. Percer]tages

shall be carried to fbur'digits (i.e.. xx.xxxx%).
cl. Column 4. Line l0: The entry to this linehal I be the surn ofColurnn 4, Lines 3-9 and shall

equal 100,0000%.
Section C - Dietary

ldentily the method used in alliving at the numbel of meals selved. An actual meal count fot 3 X in resident

days shall be used. lf 3 X in lesident days is used, the plovidel shall ensule that bed lesetve days ale not
included in this calculation.

Column 1: Enter total tneals iu each categofy.
Colurnn 2: To alrive at perceutages, divide Lines 1 and 2 in Colunn I by Line 3 in Column I

D Scction D - Ancillaly Chalges

C.

l.
2.
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Column l: Enter the lotal chalges fot each type ofancillary seLvice ou Lines I tlirough 7. Add Lines

I through 7 alìd entet totâl on Line 8.

Column 2: ErÌtel the total chalge fol each type of ancillary service plovicled to all Certilìed Cost-

based fàcility residents (both Medicaid and non-Medicaid) on Lines I tllough T. Add Lines I
through 7 and entel tlìe sunr to Line 8.

Column 3: For each Line I thlough 8 divide total CNF Iesident chatges as reported in Column 2

by the total resident charges (all facility lesidents) reported in Column l. Enter tlie lesLtlting
pelceÍìtage in column 3. Pelcentages shall be carlied to 1òur decitnal places (i.e., xx.xxxxoZ).

Colunrn 4: Enter the total charges fòr each type ofancillary setvice provided to Medicaid Iesidents

in celtifiecl beds on Lines I thlough 7. Add I-ines I thlough 7 and total on Line 8.

Colurnn 5. Fol eacl.r Line I thlough S divide Meclicaid charges in Colrtr¡n 4 by total charges in

Colur.nn l. Enter the resulting percentage in Column 3. Pelcentages shall be calliecl otÌt to four
decimals (i.e. xx xxxx%).

E. Section E - Occttpanoy Statistics

Lines I and 2. Enter the nutnber of licensed becl days. Telnporary changes due to alterations,
painting, etc. do not alTect becl capacily.
Line 3. Total licensed bed clays availal¡le shall be determined by multiplying the num ber o1'licensed

beds in the period by the nulnber ol'days in the peliod. Take into account increases and decreases

in the numbel oflicensed becls anclthe nurnber ofdays elapsed since the charges. Ilactual bed clays

are gleater tlran licensed bed days available, actual bed days shall be used.

Line 4, Enter lesìdent days lol all lesidents in the fàcility. A lesident day shall be the cate of one

lesident duling the pet iod between one census taking period on two successive days, incltrding bed

reselve days. Tlie day of admission shall be included and the day of discharge exclùded Do Ììot

include both. When a resident is admifled and dischalged on the salne day, this peliod shall be

counted as one day.

L

2.

4.

5.

2.
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4. l.,ine 5. Petcentage of occupancy shall be the percentage obtained by dividing total Lesiclent days

by bed days available. The percentage calculation shall not be cartied beyond one deciural place

(xx.x%).
5. Liue 6. A Medicaid lesident day ofcale shall be an in-r'esident ol bed reserve clay coveted undel'

the Medicaid Progral'ì1. A lesident days coveled by the Medicate Ploglam for which a co-iusutance

or deductible is macle by the Meclicaid Ploglarr
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cElìl'ltrlc^l loN AND O'll lUì DAI'A

VINDOIì NUMI}I'II:

Exhibit B
Page 86-A

Stiìte.-_
L-o!ìnty_
city --_-
Olhcr (SpcciIy)

ANNU,AI, COS'I I{I]POIII'
SCIII]DIJI,I'J A

Vì]]NDoIì NAM[]:

forthe Pcriod lìrolr1: 
-- 

Lcap Ycat

'lb: 

---A. 'Ì ypc ol Colltlacf
l. Volunt¿uY Noo-llrofit 2

Church tr
Olher (SPecifY) tl

3(r5 !

l)ropriclaty
Individual
Partnolship
Corpolatiolt
Other (Spooif),)

3. (ìovclnltlent

B. Stalcnrcrìt ()1'cosl ol'scrv¡ocs lìoln Iìclalccl Otganizntions

rolâtecl org¿uìzrtiotì'l

Ycs E No fl (lF 'Yos' colnpletc parls C & D) All Ve ndols arc to comp lcte D & |' il'apPlicable

Cost llìcurrcd as thg Icsult ol tlalrs.'lctions with relalcd olgaDi?'ûl¡olls

Schcclulc l,inc # llct'l'l 
^notrrll

c.

D.

IÌ. Stalcnìentol'Clo!rìperlsationol'O!vncrs

N¡¡ì1e

Nanrc & pcìcenl ol clircct or indirgct ownership of lhc rel¡(cd olgalìizilti(nl'

N¿ìnlc ol Owner Namc ol'Rclatod OrganizâlioD l)erccDl

&
f irlc

I:\rnction

Pclccnt ol'
C u stolì1iÌl ),

Dovotcd 10

Business

Partnets
Yu oÎ

Oper¿ìtilrg
Prolit or

I-oss

Corp Olc I'otal
%, ol Vondor's ColllpeDsa(ion

Stock
Ownod
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Page 86-8ANNIJAI- COSI' RI]PORl'

sclllìDLJI-Ìl 
^ctìì1'tìrtcAl'toN AND o f tìÈl{ D^'l'^

VIiINIX)lì N.?\MIil: VENDOIì NUMIltilìl

lìol thc l)oriocl lrroìÌ:
'lo:

F. Slatcr'¡clìt ()1'Conrpcnsation l)¿rid (o 

^dnrin¡sttators 
and/or Assistan{. 

^(h¡ilristralols 
(Olher lhan Owncrs).

'fitlc

l)crceìlt of
Cùslonlaly
Wolk Week
Dcvotcd to
lJusilìess

ì)elccnt
01

I'eriod
Employed

'l'otal

Cornpc¡rsa1¡on
For tlìe
Pcriod

(;

N¿lrììc

'J'hc sâlc ofslock irì a lìÌcil¡ty does not conslitLìtc a châ¡ìge ol owncrship.

Yes tl No Û

lfycs, indicatc thc n0w ortnets and lhc pcrcenl owncd. (ll'corlloratc o\\'ncd, Irot individrrals.)

N?lme l'otcont Owncd

I L Ccdilication by Olliccr of Facility

I lllllìllllY Clr)flìFY fh¿t I havc cxarìi¡ed fhe accompanying l(erìtucky Medicaid Cost llcport 1'or the pcliod ended

tha1, to thc Lrcst ol n]y knowlcclgc arrd beliel. thcy arc tl.lrc and corlecl statcmcnls prcÞarcd l'tom the books and rccords ol'
in aooordancc rvith applic¿blc prograrn directivcs. except as no10d.

(Signcd)
OlTccr or 

^dt]linistmtor 
ol Iìâcilitv

1ì1le

and
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sCÍ tDt it.u u
S]'Á.TI]MDN'Ì' O]I INCOMI] AND EXPI]NSIìS

VINDOII NÂMT]: VINI]OIì NIJMI]IiIì: tìYu

l.
2.

3.

4.
5.

6a

ób
7^.
7b.
8.

L

10.

lt.
12.
t3.
t4.
15.

16.

t1.
l¡1.

19.

20,
21.
22,
23.
24.
25.
26,
27,
28.
29.
30.
3l
32.
13.
34
15.
36
31.
3 {t.

39
40.
4t.
42.
41.
44.
45.
46.
47.
48.
49.
50.

L,css 
^llo\v¿ìDccs 

nììd discouìr1s on pâticnls ¿rccolìnls
Nel I)âticnl [ì.cvcnLìcs

Less: lÌf¿ll opcrâtirg cxÞcnses
Nel ûlcorne liol)l serviccs lo palicnls

O'IìIIJIì INCOMI]
Unrcstricted corìlribuliolls, dorìíltiolls. bcqlìcsls, ctc,

llcslriclsd colllr ibü1ious, donalious, bequcs(s. lìlc
Lìcoù1c fi orn ün¡cslrictcd irìvestlìrenls
Iucor¡c Iiorn rcslÍctcd invcsf nrenls
Vcnding nr¿ìchino coDìùissiolì
lìcveDuc li(nn ììleâls sold to emDloyces Íìnd gucsts

Ììcvcnuo ûonr salc ofdl'ug,s, sLrpplit$, etc. sokl {o non-palienls
ll.ovljnue lìonr leleplìouc rnd te¡cgraÞh services
lìcvcn ù Iìonl rcnt¿ìl ol l)on+âtient jhcilílies

I{cvcr c liorì Bcâuly/t}ârbcr Shop
Puchiìss discorìnls
Ot¡ìcr (specify)

'l'otrìl olhci irìcolnc
'I olâ¡ of ¡ine 5 ond line 3l

'l'olâl Olher l'ixpcrìses
NItr INCOMIi IlOll 1ì IE Pl:ll{lOD (liìrc 32 less linc 49)
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VIìNI)oIì NAMIi]:

CLrrronl,Assgts
Cûsh
Nolcs a¡d Accoun{s Iìcocivable
Othcr lìcoeivaLrlos

l-ess Allow¿ncc lbr []noolloctablc 
^ccountslnvcn[ory

Plcpaid llxpcDscs
lnvestrì1crìts
Othcr (Spccjly

A.NNTJAI- COS'I IìDPOI{I'
SCI'IDDTJI-I] T]

UALANCD SHtìË1' 
^ND 

COMPUIAllON OIr LlQr.Jft'Y CAPIl'^1.,

VI.]NI)OII NUMI]I]Iì:

ASSETS

l'or lìooks
^cliustnìcrì1s

Exhibit B
Page 86-D

Balancc

tìYlì

t.
2.

3.
4.

5.

6.
'/.

8.

9. 'l'ol(il Cut'rent Ássels 5

Totul |iixe¿,4ssels fi

t0.
Il.
t2.
13.

t4.
I5.
ló.
l'7.
18.

19.
20.

Irixcd Asscts

I-aD.l
lluildingand l,caschold Improvemcnls

l.,css Accrn¡ul.ìted Dcprcc¡atio¡r
li'ixcd lkluipmcnt

l,ess Àccunrulated Dcprecialion
Maiol Movallle D(luipDlcìrf

l-css 
^cculnUlatcd 

Deprecialion
Motor Vchiclcs

I-css 
^ccumul¿ìtcd 

DcprociiÌtion
Minor Equipl'Dcnt

l,oss 
^ccr¡nìulâled 

Dcprcciation

Othcr Asscts

InvcsIr'rìcrls
Lcosc I)cposits
Due fìorn Owncrs or Ol'ficcls (SÞocìly)

fì

$
$

$
$;

$

3j

$
$
$
lì
$
$
$

$
$
$
lì
s
$
$
$
$
s
$
$
$

$
$

21.

22.
23.
24.

25. Othe r (Specily)

26.
2',7.

I'ot¿tl Olller AsseÍs

T'otâl Assets

approuut out", 
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Vl:ìNl)Olì NAMLI:

ANNtJAI, COS'I' IìËPOI{'I'
SCIIEDUI-D C (co t.)

IlAt-ANcltl SIllÌtt'l' /\ND COMPtfl^llON O¡r llQL.Jll Y C^PI1'^1.

VENIX)Iì NIJMI]I1]Iì: IìY L]

(l) (2) (3)

LIABII.,ITIES

PeI Ilool(s Adjustnro¡rts llalanccCrr renf lJlililics

28, 
^ccoLrntsPa),¿ìblc29. Noles Poyable

10. CurrclltPorlion oiLorg l-elm Dcbt
31. Salarios and lìccs Ìtayatle
32. P¿yloll'l'¡ì-\esPây¿tble
33. I¡comc lixcs PayaL'Jlo

34. Dclòfted lncolÌe P¿yablc
35. Other (Spccjli,

$

$36. 1o[(¡l Currcnt Lidbililies li

l,o¡Ll crnr l.,iabilitics

37. l\4ortgagcl'rÐ,ablc
3ti, Notes Pay.ìble

'lbÍal Long'l'en L¡abiliües X; $
'l'otal I-iabililics

41. Cou'ìmQn Slock
42. l'jreiirrcd Slock
43. Iìeasu|y Stock
44. I{claincdllarn¡ngs
45. Olher (Spccily)

CAPITAL,AND OWN ERS' ¡]OUI'I'Y

39.
40.

46.
47.

$$$

'Iolal (-.apiktl atld Owners' lìtluil.v
'l'otal l,iabilitics lÌnd Capital
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sctlrlDul-ll c- I

uA.t_ANCtfi sHEt t,\ND COMpU.tAliON OF EQt,rl lY cAPITAI- ADLIJUS IMIIN'|S

VIÌNDOI{ NUMI]L]Iì: FYI:)

VINDOIì NAMI]:

t0

l4
l5

llì

22

26
27

f1

4l
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VENDOR NAME:
=lOI
r\¡

1

;
=t

.!i

a
o
.à

,a
r¡ì

Per

5æ |

-r:þo,
f! Þ- l.

4.

5.

6
'7

8

9
t0

t2
t3
14

I5.
16.

11.
18.

19.

20.
21.
22.
23
24
25

26
2'7

28
29
30
3l

33

31

ANNUAL COST REPORT SCHEDULE D-I- NURSING SERVICES COSTS

VENDOR NUMBER:

(2) (3) (4) (5) (6)

FYEI

()

o

(t )

Adjustments
Adjusted
Bâlånce

(7\
Certifìed

Nursing Facility
Alloc. Of Costs

(8)
Non-Certifì(ìd &
Non-Nursin,q Fac.

Alloc. OfCosts.Books
Reclass-
ifìcations

Di¡ect
Cost or
Alloc.

Director of Nursing Salary
R.N. Salaries
L.P.N. Sala¡ies
C.M.A. Salaries
Aides Salaries
Other Salaries
Other Sala¡ies
Other Salaries

Sxtblotctl Salaries
Employee Benefìts Reclassif ication
Nìrrsing Contracted Services
Medical Records Salaries
Medical Di¡ectoi Fees

Pharmacy Consultant Fees

Physicia¡ Services
Nursing Education & Training
Nursing Travel Expense
Medical Supplies
Adult Di¿pers & Underpads
Nursing Equipment Rentèl

Nursing Small Equip. Purchases
Other Expenses
Other Êxpenses
Other Expenses
Other Expçnses
Other Expenses
OthÈ¡ Expenses
Other ExpeDses

Othe¡ Expenses
Other Expenses
Other Expenses
Other Expenses
Other Expenses

ToÍal

Èo<!L.'l
€\ì |

cãl
=l<L

I

ö

IJ
Ë
o
Ê-

c.¡l

rrl 3 èl
-l 

_q -flo'9Al
zlz-u)=



VENDOR NAME:

ANNUAL COST REPORT _ SCHEDULE D-2- OTHER C^RE RELATED COSTS

VENDORNUMBER:

(2) (3) (4) (5) (6)

FYE

Fl
=c.¡l
.l
tl'=l

.!t

â
o

,0)

t¡

-1.

:., r

ião2f¡ Ê. 3.

4.

5.
6
'7

8

9
l0
1l
l2
l3
14

t 5.

t6.
17.

r8.
19.
20.
21.
22.
23

24
25
26
27
28
29

30
3t
32

I
¡

o

(1) (7)
Cerfilìed

Nursing Facility
Alloc. OfCosts

(8)
Nor-Certilìed &
Non-Nursing Fac.

Alloc- OfCosts.
Per Reclass-

ifications Adjustûents
Adjusted
BalanceBooks

Direct
Cost or
Alloc.

Actì\,ities Salaries
Social Services Salaries
Other Sala¡ies
Othe¡ Salaries
other Salaries

&tbtotal - Salartes
Ëmployee Benefits Reclassifi cation
Activities Supplies
Social Servicas Supplies
Traìning & Education Expense
Travel Expense
Other Expenses
Other Expenses
Other Expenses
Other Expenses
Other Expenses
Other Expenses
Other Expenses
Other Expenses
Other Expenses
Other Expenses
Orher Expenses
Otle¡ Expenses
Other Expenses
Other Expenses
Other Expenses
Oùe¡ Expenses
Other Expenses
Other Expenses
Other Expenses
Raw Food

Totøl

=e-l€êl
6ùt
<5 

1

-l<l
I

iLi

â

o
o-
a-

ô¡lôl
ol

"ll B 3l
d g5t
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ANNUAL COST REPORT SCHEDULË D-3- OTHER OPÊTI{TING COS'TS

VENDOR NUMBER:

(2) (3) (4) (5) (6) (7)-

Direct Certified

Per Reclass- Adjusted Cost or Nu¡sing Facility

Books ilìcations Adjustments Baìance Alloc. Alloc Ofcosts

FYE

F-L

=lNl

-t

ö

tt
0)

f!

) VENDORNAME:

(t) (8)

Non-Certilìed &
Non-Nursing Fac.

Alloc. OfCosts.

(e)
Ancillar)'

Hospital-Based
Facilitr--. Onl,v

500.- 0)

t¡l ô-

3.
4.

5.

6
,7

8

9
l0
ll
12

t3
l4
15.

16.

t't.
18.

19.

20.

71.
22.
23

25

26
2'7

28
29
30
31

Dieta¡y
Dietary Salaries
Othe¡ Sala¡ies
Other Salaries
olher Salaries

Subtotal-Salarrcs
Elnployee Benefits Reclassification
Dietary Consultant Fees

Dietary Supplies
Equipment Rental
Small Equipment PurchasÈs

Other Dietary Expe¡se
Other Dietaj-1' Expense

Other Dietar)' Expense

Other Dietary Expense

Other Dietary Expense
Other Dietary Expense
Other Dietary Expense

Other Dietary Expense

Other DietaÐ' Expense

Total Dieløt:\, Expense

Housekeeping & Plant Operation
Housekesping Salaries
Plan Oper. & Maint. Salaries

Othe. Salaries
Other Salaries
Other Salades

Subtotal Sala es

Emplo,vee Benefits Reclassifi cation
Hoùsekeeping Supplies
Plant Oper. & Maiût. Supplies

Equipment Rental
Repairs & Maintenance Building

¡l-é,*l
cê|
c\1
.!1 I

=l<l
I

ö

LJ

Ë
o
o-9.

c.ìl
ol
Él ssl
-L 

_Þ -al
o'951Z õ+rz?zl-.t-



) VENDORNAME:

ANNUAL COST REPORT _ SCHEDULE D-3- OTHER OPERATING COSTS

VENDOR NUMBER: FYÈ

Fl
=tr..¡l

,il
-tzl
=l
¡i

o
o

,o(t¡
t¡l

(t) (e)
AnciÌlary

(z)

P€r

(3) (4) (5)

Adjusted
Adjustments Balance

(7)
Cert iäed

Nursing Facilit_v

Alloc. Of Costs

(8)
Non-Cenified &

Noû-Nu¡sing Fac.
Alloc. OfCosts.

Hospital-Based
Facility Only

(6)
Direct
Cosl or
Alloc.Books.i- I

'= O ):
t! o-

35

36
3',7

39
40
41

42
43

44
45

46
11
48
49
50

5l
52

53
54
55

i6

5',7

58

59
60
6t
62
63
64

Reclass-
ifìcations

Repairs & Maintenance - Equipment
Repairs & Maintenance- G¡ounds
Small Eqùipment PurchÀses

Gas
Electricity

,Yctter & Sevage
Garbage Pick-up
Contracted Services
Pest Control Services
P¡opert-! Talies
Insurance-Properq/. Plant & Eqlrip.
Other Hskg & Piant Op.
Other Hskg & Planr Op.
Other Hskg & Plant Op.
Othe¡ Hskg & Plant Op.
Other Hskg & PlarÌt Op.
Other Hskg & Plant Op.
Other Hskg & Plant Op.
Othe¡ Hskg & Plant Op.
Otlìer Hskg & Plant Op.
Othel Hskg & Plant Op.

Other Hskg & PlaÍt Op.
Other Hskg & Plant Op.
Other Hsk-s & Plant Op.

Total Housekeeping & Plant Oper.
Laundrv
Laundry Salaries
Other Salaries
Other Salaries
Other Sala¡ies

Subtoral - Salaries
Employee Benelìts Reclassifìcation

È
Q

.l
êùl(5l
-t<l-l

¿i

IJ
E
I
Ê-

Laundry SuppÌies
Lìnens & Bedding

c!l

tt& +
d g:
zõzz*zFØF



ANNUAL COST REPORT SCHEÐT]LË D-3- OTHER OPERATING COSTS

VENDORNUMBER:

F-l

=l
I
x

oi

n
0)

-o

É¡l

r VENDORNAME:

(2) (3) (4) (5)

Adj u slÌnen ts

Adjr..rsted

Balance

(1)
Certified

Nursing Facilit)
Alloc. OfCosts

(8)
Non-Certifìed &

Non-Nusing Fac.

Alloc- OfCosts.

FYE

(e)
Ancillary

llospital-Based
Facility Only

(t)

Books
Reclass-
ifìcarions

(6)
Direct
Cost or
Alloc.

Pet-v.Ë9

Êl À 6,7

68

69
'70
'71

72
't3

t+
'15

'16

'77

78

79

80

82

84

8i
86

87

88
89

90
9l
92
93

94
95

96
9'7

Laundry Contracted Services

Other Laundry EYPense

Other Laundl,.\' Expense

Other LaundrY Expense

Ofhe¡ Laundry Expense

Other Laundry Expense

Olhe¡ Laundry Expense

Other Laundry Expense

Other Laundry Expense

Other Laundry Erpense
Tol4l Laundry ErPetlse

Admiûistrative & General

Sala¡ies - Olficers
Salaries - Administrator
Sata es - O1fice StafT

Olher Salaries
Other Sala es

OtlÌÈr Salaries
Sublotal Salarrcs

Managemem Fees

Home Oflìce Costs

Board ofDi¡ecto¡s Fees

FICA
Wo¡kman's Compensation
Unernployment lnsurance

Medical Insu¡ance

Life lnsurance
Telephone
Dues & Subscriptions
Office Supplies
Equipment Rental
Printing & Postage

Legal Fees

Accounting Fees

|r\
e:t
;t
-l<t

I

¿i

Ë
o
g
a-

NIôtol
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¡ VENDORNAME:

ANNUAL COST REPORT _ SCHEDULE D-3- OTHER OPEP-A.TING COSTS

VENDOR NUMBER:

Fl
=tô{l
>tol
Èlat
0)

t-¡

r¡

(l) (2) (3) (4) (5)

Adjustments
Adjusted
Balance

(8)
Non-Certified &

Non-Nu¡sing Fac.
Alìoc. OfCosts.

FYE

(e)
Ancillary

Hospital-Based
Facilit] Onl)''Books

Reclass-
ifications

(6)
Direct
Cost or
Alloc

(7)

-l
500
iS sq
l¡l o- 100

l0l
102
103

104

105

106
101

t08
109

0

l
112
ll3
114
115

r l6
t17
n8
ll9
t20
t21
122
l2i
t24
125
t26
127
128

129
130

l3 t

Per
Ce¡tifìed

Nursing Faciljt!
Alloc. OlCosts

Contracted Services
Utilization Revie$
T¡avel & Seminars
Advertising HelpWa¡ted
Advertising Other
Small Equipment Purchases

Licenses & Fees

Interest Expense - Non-capital
Other Expense
Otle¡ Dxpense

Other Expense

Other Expense
Other Expense
Other E\pense
Other Expense
Other E¡.pense
Other Expense
Other Expense
Other Expense
Other Expense

Other Expense

Other Expensc
Other Expense
Other Expense
Other Expense
Other Expense
Ofier Expense
Other Expense
Other Expense
Other Expense
Other Expense
Other EYpense

a
<\¡

6ô
6a
<5
-

o
I
a-

HEALTH CARE PROVIDER TAX
Toral ,|dmÌn å' G¿neraL Exn

Sl -orol (I)Õl

tl .g 8l
ìr õqiz=z
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¡ VENDOR NAME:

ANNUAL COST REPORT SCHEDULE D-4- CAPITAL COSTS

VENDOR NUMBER:

(3) (4) (5) (6) (7)

FYÊ

F-l

=
el
ëL
Frl

o

hr¡

(l) (2)

Per
Books Adjustments

Adjusted
Balance

(5)

Cenifìed
Nulsing FaciliD
Alloc. Of Costs

(8)
Non-Ce¡tilìed &

Non-Nursing Fac.
Alloc. OfCosts.

(8)

(e)
,Aûcillary

Hospital-Based
Facilit¡ Onl¡.

Êoã
': coËg
t!ê.

Reclass-
ifìcations

Direct
Cost or
Aìloc.

I
?

4
¡
6
7
8

9
t0

12

13

l4
l5
16

t'1
t8
l9
20
21

22
23

24
25

26
27
28

Depreciation Buildiûg
Depreciation - Equipm€nt
Inte¡est Expense - Capital Related
Rent
Land lmprovements
Leasehold lmprovements
Amorlization of Start up Costs
Orher Capilai Costs
Other Capital Costs
Other Capital Costs
Other Capital Costs
Orhe¡ Capital Costs
Othe¡ Capital Costs
Other Capital Costs
Olhel Capital Costs
Other Capital Costs
Other Capital Costs
Other Capitâl Costs
Other Capital Costs
Other Cap;lal Costs
Other Capital Costs

Other Capilal Costs
Total

Gra¡d Totals
Totals of Scl'ìedules D-l throùgh D-4
Total ofSchedule ofD-8. Column 8

Total Routine CNF Cost
Totals fiom Schedule D-5
Total Costs

F.
a
c\J

âô
'6C
<5
-

'oo
e
a.
Ê.

(2) (3) (4) (6) (7) (e)
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ANNUAL COST REPORT _ SCHEDULE D-5 _ ANCILLARY COSTS

VENDOR NUMBER: FYE:

t'-l
=l.{l
>tol:l
bl
0)

o
r¡l

VENDOR NAME:

I
2
3

4
5

6

1

8

9
t0
ll
l2

Physical TheraÞy
Physical The¡apist Salaries
Physical Therapist Asstnts. Sala¡ies
Physical Therapist Aides Sala¡ies
Other Salaries

Subtotal Salaries
Employee Benefi ts Reclassifi catìon
Contracted Se¡vices
Equipment Dep¡eciation
OtlÌer Expenses
Other Expenses
Hospital-Based lndirect Ancillar]'

Total

X-Rav
Prolèssio¡al Salaries
Other Salaries

Subtotal Salaries
Emplo¡,çq $g¡s¡15 ¡eclâssifi cation
Supplies
EquipmÈnt Depreciation
Other Expenses
Hospital-Based lndirect Ancillary

Total

Labolatory
Professional Salaries
Other Salaries

Subtotal SaIaries
Emplolee Benefi ts Recl¿ssifi cation
Supplies
Equipment Depreciation
Other Expenses
Hospital-Based lndirect Ancillary

Total

(t ) (8)
CNF

l¡rdi¡ect

(5)
Adjùsted
Balance

(4)(2)
Pe¡

Books

(3)
RecÌass-
ifications

AdJust-
ments

(6)
Direct
Costs

(7\
lndirect
Costsz

o
ôo

u.,l

.ô

x
g.l

Costs

(Sch. D-,+, Line 2,1. Col. 9 X Sch. F. Section B. Liûe 3, Coi .l) =olc!l
c'ã I
€\tl
(5 I

-l<t
I

B
Io.À

t3
14

l5
16

17

l8
Ig
20
21

22
23

24
25
26

21
28
29
i0

(Sch. D-4, Line 24, Col. 9 X Sch. F, Section B, Line ¡1. Col. 4)

(Sch. D-4- Line 24- Col. 9 X Sch. t'. Section B. Line 5. Col. 4)

cl1O 6$l

: È31

z?z-Ø-



A\I\UAL COST REPORT _ SCHEDULE D-5 _ ANCILLARY COSTS

VENDOR NUMBER:VENDOR NAME:

(l)

O\Yeen/Respiratorr Therapv
31 Respiratory Therapist Salaries
32 Respiratory Therapjst Assistanl. Sal-

i3 Re:piratoq ïhcrapist Aides Sùlarics
34 Other Sala¡ies
li Sabtonl S¿la,¡el
36 EmploleeBenefitsRcclassifìcation
3'l Supplies
38 EquipmentDepreciation
39 Other Expenses
40 Other Expenses
41 Hospilal-BasedlndirectAncillary
42 Total

Speech

43 ProfèssionalSalaries
44 Other Salaries
45 Sub¡o¡al Sala,ies
.16 fmplo] ee Benelìts Rcclas5ilicalion
4'7 EquipmentDep¡eciation
48 Other E\pÈnses
49 Other Expenses

50 Hospital-BasedlndirectA¡cillary
51 Total

Othe¡
52 ProfessionalSalaries
53 Other Salaries
5+ St b¡o¡ol Salaries
i5 LnìploleeBenelìtsReclassification
56 EquipmentDepreciation
57 Other Expenses
58 Other Expenses
59 Hospital-BasedhdirectAûcillary
ó0 Totel

FYE:

¡rl

=l.!l
>tôl
Èl
o

â
!r-
I¡

(4)(2)
Per

(3)
Reclass-
ifications

Adjust-
ments

(5)

Adjusted
Balarce

(6)
Direct
Costs

(1)
lndirect
Costs

(8)
CNF

lndirect
Costs

Bookscoq
9\o
5co
,c Þo

t¡l À

(Sch. D-4. Line 24- Col. 9 X Sch. F, Section B. Line 6, Col 4)

(Sch. D-4. Line 24- Col. 9 X Sch, F- Section B, Line 8. Col. 4)
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VENDOR NAN4E:

AN\-UAL COST RÊPORT SCHEDULE D-5 - ANCILLARY COSTS

VENDOR NUMBER:

(3)
Reclass-
i1ìcatio¡s

(l)

Drugs
Phannacist Salaries
Other Sâlaries

Subtotal Salaries
EmpÌo]''ee Benefìts Reclâssifi cation
Drìrgs
Equipment Depreciation
Otl'rer Expenses
Other Expenses
Other Expenses
Other Expenses
Hospital Based Indirect AncillaÐ'

Total

FYE:
ìl
.{l
>t
õt
Èt
g
â
!-
t¡

(2)
Pe¡

(1)
Adjust-
rnents

(5)
Adjusted
Balance

(6)
Direct
Costs

(7\
Indirect
Costs

(8)
CNF

lndirect
CostsI

>4t¡

Books

oþ¡
6l
62

63

64
65
66
6't
68
69
70

7l
72

(Sch. D-4. Line 24- Col. 9 X Sch. F. Section B. Ljne 9. Col 4)
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VI]NDOI{ NAME:

scl-lLiDtJI-Il D-6
RI]CI,ASSIIìCA.T]ONS OI. EXPI,NSES

Attachment 4.'19-D
Exhibit B
Page 86-Q

fYËiVIINI)OIl NtiMBl,ìR:

!¡l)l4q4!ra!

(t) (2) (:r) (4)
Cosl Cerì1er,Aft¡clcd

(Schcdtrle & Line / 
^llcclcd)(cc D3-l)

Lrlrg
I

2
l

5

1

8

t0
lt
t2
t3
t4
l5
l6
T1

ltl
t9
20
2l
12
23
24

25
26
27
28
29
30
]l
32
:ìl
34
35
36
37
38

40
4t
12

45
46
4',7

¿8
49
50
5ì
52

53
54

55
5ó
57
58
59
ó0
6t
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sclllir)t rl,l-- I)-?
RÊCLASSIIICAI'IONS OI'- DXPT]NSI]S

VENDOIì. NUMßERl

Attachment 4.19-D
Exhibit B
Page 86-R

ù.YIì:
VI]]NDOIì NAMIì:

d) (2)

(^) o, (ll)

cr)
Sclì &

{cù D3-r)

G)

L!r9
I

2
3

4

ìlx¡rlârìâlion

li rttoycc & Cucr Me.ls
Cili. Fìo$,cr & Coficc ShoP

Crùls, Gilìs, & hìconrc Desistrâle¿

lly lhe do ot l¡l l sl)eciñc Prrr'l)osc
Ilc¡ìol)'& Uârbcr ShoD

Excoss OwDors Conì)crì s¡lion
Ielephoììe ScN (Prìy Serv. li\cluded)
lìâdio & lcìcvrsroìì Sct!ìcc
Vendnrg Machnrc ConrììissroD

Sâlc ol dtrrgs lo olhcr lh¡Ì PllicDls
Sîle ol Medrc¿ìì & SùìsicrlSupplics
'lo olhcr lh¡n Pnlicrrls

S¡lc ol Mcdicâl l{ecorì& 
^bsl¡îclsS¡ììe ol Scrâp. Wâre.Illc.

I{cnlâl ol Qulì1cß lo IìnP & O(ìreß
Iìenrâl o, IîcililY sDacc
'lìâde. Qty, l'ìNe & Olhcr Discourrls

ììebâlcs & Iìclin¿s ol ìlxPeDscs

lnlerest Nol Allo\!c¿
l{ccolety of lnstrrcd l-oss

Gain o¡ l-oss oIDisxìsilion ol^sscrs

5

1

8

t0
lì

t2
l3
ì4
l5
l6
t7
t8
l9
20
2l
22
23
24

25
26
27

29
l0
3I
:ì2
:13

34
35

37
t8
It
40
4l
42

45

{',l
48
49
50

5I
52
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VENDORNAME:

ANNUAL COST REPORT _ SCHEDULE E ANCILLARY SETTLEMENT

VENDORNUMBER: FYE

F\

c\¡

1..o
(,
(g
â

Lll

^an
e\0
500
-.c Þo

r¡ â.

(1) (2) (4)(3)

Medicaid
Pa)'n]ents

(5)
Rcceivable

From KMAP
(Payable to KM.^P)

Di¡ect
(From Sch. D-5- Col 6)

Medicaid
Direct

I
2

3

I
5

6
,1

8

Ph"vsical Therapy
X-Ray
Laboratory
Ox¡-.genß.espirato4, Therapy
Speech

Other
Drugs

Total

Medicaid Services use or.rlv

TENTATIVE
ANCILLARY

LI

ANCILLARY
SETTLEMENT

tr

F\

6ê
6\ì
(5
g

!
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ot-
o_
o_

(\¡ .^
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z\z
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VENDOI{ N,AMEi

s t A'I tsl tcs

MI:iAf ,S PI]IìCEN'I'

1*tNI'^l tN t f)AYS: tr

Attachment 4. I 9-l-)
Exhibit B
Page 86-T

FYF:

MON'ì'I'ISD^YS
VENDOIì NTJMBtrR]

(l)
SQ IIT

(2)
PT]RCI]N'I'

(3) (4)
I IOSPfTAI--UASIIÐ

sQ. tÌ. PtjRcuN I'

MIiDI''AìD

365 tr

{s)
MIiDI(--AID %

B SQr.JAtìr; FOOI Aclrj

DI[]'ARY

ì cuRr. NrJRs¡Nc f^c .ItY
2 OTIIEII
3 PìIYSICAI.,'IìfIJRAPY*
4 X-IìAY*
.S ì-AI]OIìA]'OIIY*
6 OXYGEN/RIISP. llltìAPY*
? sPliucjt*
I Ollll,lR+
9 DRTJGS*
t0 't'ot Aì.

*l.or llosprlal-lläscd CcrLil'ied NùrsjDg ììacility Only

c.

I

2

3

CTIì1'. NtJIìSINC IìACILTTY
,{Lt, o- ltì
TOTAI-
Al-l,oL'A I toN Mti t't toD:

Ml^1.,COUNIi tr

PI'IYSIC-'AL 1'I IDI{APY
X.IìAY
I-AI]OI{/\1'OIìY
OXYCIJN/IìI]SP. 1'I II JIìAPY
sPLiltct I

olllHì
Drìtjcs
101/\.t.

f -lCì:lNSì:ll) l)l')l)S Â1'
T]I]CINNINC (Ì PHìIOD
l-1(]:iNSi:iD llì:ìl)S Àl
tJND OI.- PTiIì.IOD
lll:D DAYS AV^ll-^lll-l:i
'tot'AL PAt'luN t'D^YS
% OCCì.JPANC]Y

KN,lAP P^1ll:iN l D^YS
% KMAP OCCTJP,ANCY

t).
^NC 

-t.^RY Cìt^ìt(iìtS (t)
1()t 

^r.

(2) (3) (4)
(]NT] (.NF %

('^ R ìl

ffi
I] OCCI]PANCYS1'A1IS]'ICS ( l)

CEIìI'IIìID
N IJIìSI NC
TIACII-ITY

(2)
o ìtiR
I-ONG-'fF]RM
CAIIB

(3)

^cull:t

3

4
5

6

7

ì. ADI)fI'IONAI-STATISTICIS
I)IRI,ìC1' IIOTJ'I'INI] NT]IìSING IIOURS _ Cì:)ì'IIIìI]D
NTJ¡ìSING IIAC'II,IfY ONI,Y
'IO'IA¡, DIIIÈC I' DII]'IAIì.Y IIOURS
l'ol'^t. DIIìI("ì ìlol JsIKtiliPING l{olJIls

(.ì]IìlIITìED NI JIIS]N(ì ITACìI -TI'Y
ou{utì
clllì1'. NtJìtstNc tìAC. PlllìcEN tAGE
AI,T,OCA'I'ION MT'TIIOD:
PA]'ITN]'DAYS N
DIIìTC'I'COST tr

tr
tr

VAI,IT) 'I'IME STTJDY
Drruï-- f orJRs
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Attachnlenl 4. l9-D
Exhibit B
Page 86-U

DISCLOSURE SECTION

IrYh:
VINDOIì. NAMlll

B

VI]NDOJì NUML]ì]R:

S1',A1'EMIJN'I' OT OR(JANIZAI'IONS CON'I'RAC'I'ED WTI'LI

N^Mlì l'YPll Olì IJIJSINI:ISS

Pì{Ol'lls |il) AMotlN fs (NoN-Al-Low^lll-li cos'l RIIPOIIT ffLìMS)

AMOUNT

D^1ri of coNl RAc-.r

SO IEDIJI-F] AND I-INI]I'fì:tM

TN # 17-002
Supelsedes
'fN # 00iQ4
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State: Kentuckv Attachment 4.19-D
Page I

FACILITY REIMBURSEMENT _ METHODS AND PROCEDURES
FOR JANUARY 1, 2OOO AND THEREAFTER

The following sections summarize the cost-based and price-based reimbursement methodologies for facilities in Kentucky.

Participation Requirements

To participate in the Medicaid Program, the facilities are required to be licensed as nursing facilities or as an

intermediate care facility for individuals with an intellectual disabilþ. Hospitals provide swing-bed hospital

nursing facility care shall not be required to have the hospital beds licensed as NF beds. All nursing facilities (NFs)

must participate in Medicare in order to parficipate in Medicaid, except for those NFs with waivers of the nursing

requirements (who are prohibited by statute from participation in Medicare).

Audits

The state agency reviews all cost reports for cornpliance with adrninistrative thresholds. Costs will be limited to

those cost found reasonable. Overpayments found in audits under this paragraph will be accounted for in accordance

with federal regulations.

Cost-Based Facilities

The following facilities shall be included in the cost-based facility methodology:

a. A nursing facility with a certified brain injury unit;

b. A riursing facility with a distinct part ventilator unit;

c. A nursing facilif designed as an institution for mental disease;

d. A duallyJicensed pediatric nursing facility;

e. An intermediate care facility for individuals with an intellectual disability;

f. Veteran's Affairs (VA) state operated and controlìed nursing facility.

TN No. l7-002
Supersedes
TN No. 13-025

Approval Put", AUG 98 2017 Effective Date: Julv 1.2017



State: Kentuckv Attachment 4.19-D
Page 2

Cost Reports for Cost-Based Facilities

With the exception of the VA nursing hornes, facilities shall use a uniform cost reporting form for submission at

the facility's fiscal year end. The single state agency shall set a uniform rate year for cost-based NF's and ICF-llDs
(July 1-June 30) by taking the latest available cost data which is available as of May l6 ofeach year and trending
the facility costs to July I of the rate year. For the VA facilities, the Medicare 2540-10 will be the cost report
version used.

lf the latest available cost report period has not been audited or desk reviewed prior to rate setting, the
prospective rates shall be based on cost reports which are not audited or desk reviewed subject to adjustment
when the audit or desk review is completed. lfdesk reviews or audits are completed after May 16, but prior
to universal rate setting for the next rate year, the desk review or audited data shall be used.

Partial year or budgeted cost data may be used ifa full year's dafa is unavailable. Unaudited reports shall
be subject to adjustlent to the audited amount.

Facilities paid on the basis of partial year or budgeted cost repoús shall have their reimbursement settled
back to allowable cost.

Allowable Cost

Allowable costs are cost found necessary and reasonable by the single state agency using Medicare Title XVIII-A
principles except as otherwise stated in the approved state plan. Bad debts, charity and courtesy allowances for
non-Title XIX patients are not included in allowable costs. A return on equity is not allowed.

2.

TN No. 17-002
Supersedes
TN No. l3-025
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State: ¡ckv Attachment 4.19-D
Page 3

Methods and standards for Determining Reasonable Cost-Related Payments

The rnethods and standards for the determination ofreimbursement rates to non-Veteran's Affairs nursing facilities and

intermediate cale fàcilities for individuals with intellectual disabilities is as described in the Nursing Facilþ

Reimbursement manual which is Attachrnent 4.19-D, Exhibit B. For VA facilities, the interim rates will be based on a

pro-fonna cost reporl until their first full year Medicare cost repoft is submitted. Thereafter, interirn rates will be based

àn the per diern còst substantiated by the most recently available cost report data'

Pavments Rates rcsultins ftom Methods and Standards

1. Kentucþ has dete rined that the payment rates resulting from these rnethods and_standards are at least equal to the

level which the state reasonably eipåcts to be adequate to reimburse the actual allowable costs of a facility that is

economically and efficiently operated.

2. The rates take into account economic tlends and conditions since costs are tended to the beginning ofthe rat€

year (July 1) and then indexed for inflation for the rate year using Global lnsight inflation index.

3. Interim rates are established on July 1 ofeach year. Interim rates will be adjusted to include the cost ofstaffing

ratio increases, level of service in"r"ur"a, to accommodate changes of circumstances affecting resident

pâtient care, to correct enors in the rates (whether due to action or inaction ofthe state or the facilities), or to

àddress displacement of residents. Rates shall"be adjusted to an audited cost base .if 
an unaudited cost Íeport

has been used due to new construction or other specified reasons which requites using an unaudited cost

report.

4. The Medicare Upper payment Limit (UPL) described in Exbibit B, Section 705 of this attachment is

subject to increaså ìo take-irto account any costs incuned to comply with Federal requirements or a combination

ofFederal and State requirements that werc not in effect during the Medicare UPL base year. These requirements

are actiorìs that incråase costs as a result of staffing ratio increases, level of service increases, to

accommodate changes of circumstances affecting patient care, or to address displacement ofresidents. The

increase wi¡ be equaíto th" ave.age per diem cost oiiomplying with such requirements times the total number

of Medicaid patient days in the Mãdicare UPL current year as defined in Exhibit B, Section 705.
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a,

b.

NF/Brain Injury Units means units recognized by the Medicaid agency as specially designated and

identified NF units dedicated to, and capable of, providing care to individuals with severe head

injury. Facilities providing preauthorized specialized rehabilitation services for persons with brain
injuries with rehabilitation conplicated by neurobehavioral sequelae means a facility appropriately
accredited by a nationally recognized accrediting agency or organization. To participate in
Kentucky Medicaid the facility or unit must be accredited by the Commission on Accreditation of
Rehabilitation Facilities (CARF).

Effective for dates of service on or after July 1,2017, the all-inclusive rate for brain injury unit is
$475 per diem, excluding drugs and physician cost. These claims are to be submitted through the
pharmacy and physician's progra ìs. For those residents with brain injury and neurobehaviorial
sequelae, the per diern is a negotiated rate not to exceed usual and customary charges. This rate

excludes drugs and physician costs. These clairns shall be submitted through the pharmacy and
physician's programs.

Certified distinct part ventilator nursing facility unit means a preauthorized distinct part unit of not
less than twenty (20) beds with a requirement that the facility have a ventilator patient census ofat
least flfteen (15) patients. The patient census shall be based upon the quarter preceding the
beginning of the rate year, or upon the quader precedent the quafier for which certification is

requested ifthe facility did not quali! for participation as a ventilator care unit at the beginning of
the rate year. The unit must have a ventilator machine owned by the facility for each certified bed

with an additional backup ventilator machine required for every ten (10) beds. The facility must
have an appropriate program for discharge planning and weaning from the ventilâtor. The fixed
rate for hospital based facilities is $460.00 per day, and the fixed rate for freestanding facilities is

$250.00 per day. The rates are to be increased based on the IHS Global Insight inflation index for
the nursing facility services for each rate year beginning with the July l,1997 rateyeal.
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5. The following special classes of nursing facilities are addrcssed in the Medicaid cost-based rnethodology
regulation and are reimbursed at full reasonable and allowable cost in accordance with rnethodology
described in Attachrnent 4.19 D, Exhibit B:

NF/institutions for Mental Diseases (IMD) means facilities identified by the Medicaid agency as
providing nursing facility care primarily to the mentally ill.

NF/Dually Iicensed pediatric nursing facilities means facilities identified by the Medicaid agency
as providing nursing facility care to residents under the age oftwenty-one (21).

ICFJID-lntermediate Care Facilities for individuals with an intellectual disability means facilities
identified by the Medicaid agency as providing care primarily to the intellectually disabled and
developmentally disabled.

d. Veteran's Affairs nursing facilities

The state will pay each provider ofnursing care services, who furnishes the services in accordance with the
requirements ofthe State Plan, the amount dete¡mined for services furnished by the provider under the Plan
according to the methods and standards set forth in this attachment.

Payments made in accordauce with methods and standards described in this attachment are designed to
enlist paficipation of a sufficient number of providers of services in the program. A sufficient number of
providers assures eligible persons can receive the medical care and services included in the Stâte Plân at
Ieast to the extent these are available to the general public.

a.

b.

c.

6.
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Participation in the program is limitecl to ploviders ofservice who accept, as paylxents in full, the amounts
paid in accordance with the State Plan.

Paymeuts will be made by Medicaid f'ol Medicare Part A and Part B coilsurance in accordance with
Attachment 4. l9 B, Supplernent 1 .

Price-Based Nursine Facilities

The following facilities are leiurbursed by the pl ice-based nursing facility methodology

a. A ltee-standing nutsing facility:

b, A hospital-based nursing facility;

c. A nulsing facility witli waiver;

d. ,4 nursing facility with an intellectual disability specialty; and

e. A hospital providing swing bed nulsing facility care.

Costs Reports for Plice-Based Nutsine Facilities

Price-based nursing facilities must submit tlìe latest Medicate cost report and tlie Medicaid supplement schedules

attached to Attachment 4.19-D Exhibit-8. The Medicaid Supplement Schedules are utilized for statistical data. The

Medicare Supplemental Cost Schedules are utilized fol historical data.

The Medicare cost repolt and Medicaid supplement schedules shall be submilted to the DepartrneDt pursuânt to
time frarnes established in CMS Provider Reimbursement Manual-Palt 2 (PUB. l5-l l) Section 102, !'02.1, 102.3

and 104.
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Methods and Standards for Determinine Price-based Nursing Facility Payments

The methods and standards for the determination of rehlbursement rates to price-based nursilg facilitìes is
described in the Nursing Facility Reimbursement manual which Is ATTACHMENT 4.19-D, Exhibit B.

Pavment Rates Resultins from Methods and Standards

Kentucky has determined that the payment rates resulting from these methods and standards are at least
equal to the level which the state reasonably expects to be adequate to reimburse the actual allowable costs

ofa facility that is economically and efficiently operated.

The standard price is market-based using histolical data, salary surveys and staffing ratios. The standard
price accounts for the higher wage rates for the urban area and the slightly lower rates for wages in the rural
area.

The rate also takes into account a facility specific capital cost component based on an appraisal of each

facility and the depadment shall appraise a price-based Nursing Facility to determine the facility specific
capital component again in 2009, thereafter, every five (5) years.

The standard price be re-based in 2008 and consists of two components: the "case-mix" adjustable portion
and the "non-casemix" adjustable portion.

(1) The "case¡nix" adjustable portion consists ofwages for direct care pe¡sonnel, cost associated with
direct care, ând non-personnel operation cost (supplies, etc.).

2.

3.

4.
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(2) The "non-case mix" adjustment poftion consists ofall other facility cost except câpital cost.

Case-mix is based on data extracted from the Minir¡um Data Set 3.0 submitted to the CMS national server
as required by CMS and the individual facili{ case-mix is calculated using the Resource Utilization Group
(RUG) III version 5.20.

Rates are established prospectively on July I of each year and adjusted for "case-mix at the beginning of
each quarter during tlie rate yeâr (January, April, July, and October). A "case-mix" adjustment is the only
adjustment made to the rates by the Deparhnent.

Other adjustments will not be made to the rates except for errors identified by the Depâltment when
computing the rate.

Facilities protection period shall be in effect until June 30, 2002. No price-based nursing facility will receive
a rate under the new methodology that is less than their rate that was set on Julyl, 1999, adjustment for the
facility's "resident acuity". l{owever, nursing facilities may receive increase in rates as a result ofthe new
methodology as the Medicaid budget allows.

Effective January l, 2003, county owned hospital-based nursing facilities shall not receive a rate that is less

than the rate that was in effect on June30,2002.

Payments u der this methodology must not exceed $260,997,283 for the period ofJanuary l, 2000 to June
30, 2000.

The Department remains at risk for increases in total nursing facility payments that result frorn higher
utilization of beds by Medicaid recipients. The Department reserves the right to adjust rates, to remain
within budgeted amount.

8.

9.

6.

12.

10.

TN No. 17-002
Supersedes
TN No. 03-01

ApprovalDut"' AUGBS ¿017 Effective Date: luly 1,2017



State: Kentuckv
Revised
Attachment 4.19-D
Page 9

13.

14.

l5

16.

Payments made in accordance with methods and standards described in this attachment are designed to
enlist pafticipation of a sufficient number of providers of services in the program. A sufficient number of
providers assures eligible persons can receive the medical care and services included in the State Plan at
least to the extent tlìese âre âvailable to the general public.

The Department shall require the submission of the most recent Medicare cost repoIf and the Medicaid
Supplemental Schedules included in the manual to be used for historical dâtâ.

Participation in the program shall be limited to providers of service who accept, as payment in full, the
amounts paid in accordance with the State Plan.

The state will pay each provider ofnursing care services, who furnishes the services in accordance with the
requirements ofthe State PIalì, the amount determined for services furnished by the provider under the Plan
according to the methods and standards set forth in this attachment.

Payments will be rrade by Medicaid for Medicare Part A and Part B coinsurance in accordance with
Attachment 4.19-B, Supplement 1.

t7
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PUBLIC PROCESS FOR DETERMINING RATES FOR LONG-TERM CARE
FACILITIES

The Stâte has in place a public process that complies with the requirements of Section 1902(a)( I 3)(A) ofthe Social Security
Act.
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Beginning Aptil 2, 2001 and ending June 30, 2005, subject to the availability ol' funds, the f)epartment will make
supplemental payrnents to qLraliffing nursing facilities on a quarterly basis. The Department wili use the following
methodology to determitìe these payments:

l) Fot each state fiscal year', the Departnent will calculate tlie maximutl addition payments that it can make
to non-state government-owned or operated nursing facilities as set fofih at 42 CFR Section 447 .272 (a)(2)
and 42 CFR Sectiotl 447 .272 (b).

2) "lhe Department wìll use the latest cost report data on file with the Department as of December 3 I , 2000 to
identify the nulsing facilities eligible for supplenrental pâynìents. To be eligible for supplemental payments
the nursing facility rnust:

Be a nursing facility owned or operated by a local unìt of government;
I{ave ât least 140 or more Medicaid certified beds; and
Have Medicaid occupancy at or above 75Yo.

A qualifyirtg nursing facilily is an eligible facility that is owned or operated by a local unit ofgovernment
that has entered into an IntergovernmentaÌ Transfer Agreement witlì the Commol.ìwealth.

3) The Departlt.ìelìt will determine tl'ìe amount of supplemental payments it will make to qualifying nursing
facilities in a manner not to exceed the upper lilnit arnount as calculated in l above.

a)
b)
c)

4)

s)

Using the cost tepot't data on fìle as of December 31, 2000, the Department will identify the total Medìcaid
days leported by the qualifying nursing facilities as identified in 2 above.

The Depaltment will divide the total Medicaid days for each quaìifying county-owned or operated nursing
facility as detelmined in 2 above by the total Medicaid days for all qualifying facilities to determine the
paymenl supplementation factor.

The Department will apply each qualifying county-owned or opelated nulsing facili['s payment
supplementation factor deternined in 5 above to the total supplemental paylì.ìel'ìt amount identified in 3
above to determine the payment to be made to eacli qualifying nursing facìlity.

6)
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Effective for services provided on and after September 1,2001, the Department will make pediatric supplemental payments
on a quarterly basis to qualifying nursing facilities. The Departnent will use the followingmethodology to deter;in; these
payments:

l. For the period of 9/01/01 through 6130/02 and annually thereafter (7/01 through 6/30), the Depadrnent shall
establish a pool of $550,000 to be distributed to qualified facilities based upon tieir pro rata share of Medicaid
patienl days.

2. A nursing facility qualifies for a pediatric supplemental payment if it meets the following criteria:

a.

b.

c.

d.

ls located within the Commonwealth of Kentucky;
Has a Medicaid occupancy at or a6ove 85%o;

P¡ovides seruices only to cliildren under age twenty-one (21); and
Has forty (40) or more licensed beds.
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Reimbursement for SFY 2002- 2003

Excluding nursing facilities with brain injury units, intermediate care facilities for individuals with an intellectual
disabitity and state-owned nursing facilities, rates for cost-based nursitrg facilities will be the rates in effect on June
30,2002.

Rates for price-based nursing facilities wilt be established in accordance with the rnethodology described in
Attachment 4.19-D, Exhibit A.

B.
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