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JUN 21 2ol7

Marie Zimmerman
State Medicaid Director
Minnesota Department of Human Services 540 Cedar Street

P.O. Box 64983
St. Paul, MN 55164-0983

RE: Minnesota State Plan Amendment (SPA) 17-0001

Dear Ms. Zimmerman:

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid state plan

submitted under transmittal number (TN) 17-0001. Effective for services on or after January 1,

2016, this amendment revises methodologies and standards for determining payment rates for

nursing facilities provided services based on the RUG class in effect.

We conducted our review of your submittal according to the statutory requirements at sections

1902(a)(2),1902(a)(13), 1902(a)(30), 1903(a) , and 1923 of the Social Security Act. We hereby

inform you that Medicaid State plan amendment 17-0001 is approved effective January 1,2016.

Vy'e are enclosing the HCFA-179 and the amended plan pages.

Ifyou have any questions, please call Tom Caughey at (517) 487-8598.

Sincerely,

Kristin Fan
Director

Enclosure



DEPARTMENTC}F HSALÎH ÀNÞ HUMÁN SERVICES ËÔRM APPROVßD

HEALTHCARE

TNANSMITTAL ÄND NOTICE OT A.PPROVAL OF
STATE PLAN MÂTERIAL

FOR: HEALTII CÂ,Rß FINANCING ÂDMINISTRÄTION

TO: REGIONÂL ADMTNISTRATCIR
FIEALT}T CARE FTNANCING ADMINI$TRATION
DEPÂRTMENT OT HBALTH ANÐ HUMAN $ERVTCËS

5. TYPE OF PLAN MATËRIAt (CheckOne):

3. PROGRAM IDENTIFICATION:
soclAl sEcuzuTY ACT (MEDICAID)

2. STATE
Minnesota

4, PROPOSBT)
Jrnuary l,2Ùl7

DATE

OF T}IË

X.{MENDMENTNNew sTATE PLAN [ ¡u.NNNN¿NNTTO BË CON$TÞERBD AS NEWPI,AN

I. TRANSMITTAL
t7-01

COMPLETE BLOCKS 6 THRU IO IF TS AN Tlansmittal each

6. FEDNRAL STATUTB/RI]GTJLATTON
42 CFR $440.r55

8. PAGE NUMBER OF THE PLAN SECTION ORATTACHMBNT;

Att. 4.19-D (Non-strate GovernmenþOwned or Operated NF), pp'l-189

?. FEDBRAL BUDöËT IMPACT (inthousands ):
a. FPY'17: $ 0
b, FFY'I8: 0

9. PACENL'MBER OF THE SUPERSEDED PLAN SPCTION
OR ATTACHMENT (If Appt ic abl e) :

$ame

TION:

10. SUBJBCT OF
Methods and Standards for Detcrmining Payment Rales for Services Províded by Nursing Facilities

I I. ÛôVBRNOR'S REVIEW (Check One):
X GOVERNOR'S OFFTCE RËPORTID NCI CCIMMENT

f] cotr¿¡¿ur.lrs oF GovERNCIR's oFFlcE ENCLoSBD

ü No tnrly RËcEIVED WITHIN 4s DAYS or sUBMIïTAL

ü otttpR,AS sPËcIFISD:

.. \ r r¡. r¡ 9{À.Èì¡ . 
'J.'r4r

12. SIGNA OF STATE AOENCY OFFICTÀL: l6- TO:

Se¿n Barett
MinnesoÞ Þepârtment of Human Sorvices

Federat Relations Unif
PO Box ó4983
St. Paul, IvfN 55164-0983

TB

t3
Ann
14. T'ITLE:

Medicaid
15. DATE
Mwch27 201

17. DATE JUN g I Z0I7
PLAN

DATF, OF I 2017

2I, TYPBD NAME:

23. REM.ARKS:

- ONE COPY A
20. 

,rñu/
't

FORM ÞICFA-I79 (07-92)



STATE,: MINNESOTA ATTACHMENT 4. l9-D (NF)

Effective: January 1,2017 Page I

TN: l7-01
Approved: JUN't1 2017
Supercedes: l6-04(15-10, l4-13, 13-16, 12-23,12-15,12-11,11-26,ll-17. ll-13, 1l-08,0-25'

I 0-l 5, I 0-13, 09-26, 08-l I, 08- I 5, 07- I 0, 07-07. 06- I 3. 05- I 4)

METHODS AND STANDARDS FOR DETERMINING PAYMENT RATES
FOR SERVICES PROVIDED BY NURSING FACILITIES
(NOT STATtr, GOVERNMENT-OWNED OR OPERATED)

INDEX

Section 1.000 Introduction
I .010 Genetal purPose

I .020 Overview
1.030 Defìnitions

Section 2.000 Reporting Requirements
2.010 Treble damages

Section 3.000 Cost Allocation Procedures
3.010 Classification
3.020 Identification
3.030 Personrel with rnultiple duties

3.040 Central, affTliated, ot'corporate office costs

3.050 General and administrative costs

3.070 Related organizatioÍì costs

Section 4.000 Determination of Allowable Costs
4.010 Allowable costs

4.020 Applicable credits
4.030 Adequate documentation
4.040 Compensation for personal services

4.050 Licensule and cettification costs

4.060 Routine service costs

4.080 General cost PrinciPles

Section 5.000 Nonallowable Costs

Section 6.000 Repoft¡ng by Cost Câtegory
ó.010 Dietay serv¡ces

6.020 LaundrY and litren services

6.030 HousekeePing services

6.040 Plant operation and maintenance services

6.050 Nut sing services
ó.060 Other care-related services



STATE: MINNESOTA
Effective: January I, 2017
TN: l7-01
Approved: JUN'21 2017
Supercedes: l6-04(15-10, 14-13,13-16, 12-23, 12-15, 12-ll,ll-26.11-17, ll-13, ll-08,0-25

t0-l 5, r 0-t 3, 09-26, 08-l 8. 08-l 5. 07-10. 07-07. 06-13. 05-14)

ATTACHMENT 4.19-D (NF)
Page 2

6.070
6.080
6.083
6.084
6.090

General and administrative services
Payroll taxes, fringe benefits, and clerical training
Workers compensation self-insurance
Group health, dental or life insurance
Real estate taxes ând special assessments

Section 7.000 Establishment of Geographic Groups
7.01 0 Classification process

7.020 Group I

7.030 Group 2
7 .040 Group 3

7.050 Exceptions

Section 8.000 D€termination ând Ällocation ofFringe Benefits and Payroll Taxes, Food Costs,

and Dietician Consulting Fees

8.010 Fringe benefits and payrolltaxes
8.020 Determination of food costs

8.030 Determinationofdieticianconsultingfee

Section 9.000 Determination of the Allowable Historical Operating Cost Per Diems
9.010 Review and adjustment ofcosts
9.020 Standardized resident days

9.030 Allowable historical case mix operatiug cost per diem

9.040 Allowable historical other care-related operating cost pet diem

9.050 Allowable historical other operating cost per diem

Section 10.000 Determination of Operating Cost Adiustment Fâctors and Limits
10.010 Annual adjustmeltt factors through June 30, 1999

10.020 Base year limits
10.030 Indexed limits

Section 11.000 Determination of Operating Cost Payment Rat€
11.010 Nonadjusted case mix and other care-related payment rate

11.020 Adjustecl prospective case rnix and other care-lelated pâytÌìent rate

11.030 Nonadjusted othel operating cost payment rate

I 1.040 Adjusted prospective other operating cost payment rate

11.042 Efficiency incentive reductions for substandard care.

| 1 .046 Changes to nursing facility reimburserlent beginning July I , 1996

11.047 Changes to nursing facility reirnbursement beginning July 1, 1997

1 I .048 Changes to nursing facility reimbursement beginning July I, 1998



STATE: MINNESOTA ATTACI'IMENT 4.19-D (NF)

Effective: Ianmry 1,2017 Page 3

TN: l7-01
Apploved: JUN rf 2017
Supercedes: tO-O+1tS-tO. 14-13,13-16, lZ-23, 12-15,12-ll,ll-26,11-17,11-13' ll-08'0-25'

l0-15, l0-13 . 09-26, 08-t 8, 08-l 5, 07-1 0, 07 -07, 06-13, 05- l4)

I1.049
I L050
1L051
11.052
1L053
1L054
I I .055
I 1 .056
11 .057
1 1.058
1 1.060
11.070

Changes to nursing facility reimbursement beginning July 1 , 1999

Changes to nursing facility reimbttrsenent beginnitlg July 1, 2000

Changes to nursing facility leirnbttrsement beginning July 1, 2001

Changes to nursing facility reimburselnent beginning July 1, 2002

Changes to nursing facili[ reimburselnent beginning June 1, 2003

Changes to nursing facilif reimbursement beginning July l, 2003

Changes to nursing facility reimbursement beginning January l. 2004

Changes to nursing facility reimbursement beginning July 1, 2005

Changes to nursing faciliff reimbursement beginning OctobeL 1, 2005

Changes to nursing facili[ reimbursemetrt beginning October l, 2006

Total operating cost payment rate

Salary adjustment per diem

Section 12.000 Determination of Interim and Settle-Up Operating Cost Payment Rates

12.010 Conditions
12.020 lnterim operating cost paylnent late

12.030 Settle-up operatiÍìg cost payment rate

Section 13.000 fremoved]

section 14.000 Resident classes, class we¡ghts ând Resident Assessment schedules

14.010 Residentclasses
14.020 Class weights
14.030 Residentassessmentschedule
14.040 Rate determination upon ttansition to RUGS-IV pâyment rates

Section 15.000 Resident Assessment
1 5.01 0 Assessment of nursing horne applicants and newly admitted lesidents

I 5.020 Change in residetlt class due to audits of assessments of nursing facility
l esidents

15.030 Falseinfomration
l5.040 AuditautlioritY
15.050 Noticeofresidentreimbursementclassification
I 5.060 Request for reconsideration of classification

15.070 Fâcility'srequestforreconsideration
Reconsideration15.080

15.090 Change in resident class due to a request for reconsideration ofresident

classification
Resident access to assessment and documentationr s.100



STATE,: MINNESOTA ATTACHMENT 4.19-D (NF)

Effective: Ianuary 1,2017 Page 4

TN: l7-01
ApprovedJUN 2! 2017

Superoedes: l6-04(15-10, 14-13,13-16,12-23, l2-15,12-ll,ll-26, ll-17. ll-13, ll-08,0-25,
l0-15, 10-13, 09-26, 08-1 8, 08-15, 07 -10. 07 -07. 06-r 3. 05-r 4)

Section 16.000 Determ¡nation of the Property-Relâted Payment Rate
16.010 lnitial appraised value
16.020 Routine updating ofappraised value
16.030 Specialreappraisals
16.035 Appraisalsamplestabilization
16.040 Determinationofallowableappraisedvalue
16.050 Allowable debt
16.060 Limitations on interest rate

16.070 Allowable interest expense

16.080 Building capitaÌ allowance for owner-operâted nursing facilities or nursiug

facilities with capital leases

16.090 Building capital allowance for nursing facilities with operating leases

16.100 Equipmentallowance
16.1 l0 Capaciry days

16.120 Capitalizattotl
16.1 30 Determination ofthe property-related payment rate

16.132 Special property payment provisiorrs for certain leased nursing facilities

16.133 Special property payment provisions for recently constructed nursing
facilities

16.136 Properry payment rates for râte years beghning on or after July I , 1990

16.1370 HoldJtarmlessproperty-related rates

16.1371 Lim¡tatiolìs on sales ofnursing facilities
16.1372 Capital repair and replâcement cost repofiing and rate calculation

16.\373 Major additions and replacernents; equity incentive

16.1374 Special provisions for mot'atorium exceptions

16.1375 Applaisals; updatingappraisals, additions, and replacements

16.1376 Refinancinglncentive
16.13'17 Special property rate setting
16.1378 Indexingthresholds
16.I 38 Plant and maintenance costs

16.lt40 Determination of interim and settle-up payment rate

Sect¡on 17.000 Pâyment for Real Estat€ Taxes and Special Ass€ssments

17.010 Payrnent for preadmission screening fees

17.020 Payrnent for iucrease in Depaftlnent ofHealth license fees

Section 18.000 Computation of Total Payrnent Rate
18.010 Total payment rate

18.020 Private payment rate limitation
18.030 Private room Payment rate



STATE: MINNESOTA ATTACHMENT 4.19-D (NF)
Effective: lanuary 1,2017 Page 5

TN: I 7-0 I

Approved: JUN 21 ¿Oli
Supercedes: l6-04(15-10, 14-13,13-16.'12-23. 12-15,12-ll,l1-26,11-17,11-l3,ll-08,0-25,

l0-t 5, 10-13, 09-26, 08-18, 08-15, 07 -10, 07 -07, 06-l 3, 05-14)

18.040 Adjustment oftotal paynrent rate

Section 19.000 Appeal Proc€dures
19.010 Scope ofappeals
19.020 Filing of appeal
19.030 Coutested case proceclures appeals review process

19.040 Attorney's fees and costs

19.050 Legal and related expenses

Section 20,000 Special Dxceptions to the Payment Râte
20.010 Swing beds
20.020 Negotiateclratesfo¡'servicesforventilator-depetrdentpetsons
20.025 Special payment lates for sholt-term stay nulsing facilities
20.026 lnterini closure payrnent for nursing facilities designated for closure under

an approved closure plan and special rate adjustments fol nursing facilities
remaining open under an approved closure plan

20.027 Planned closure râte adjustments under an approved closure platl

20.030 Facilif serving exclusively the physically handicapped

20.035 Hospital-attachednursingfacilities
20.040 Receivership
20.050 Medicare uppel paylnent limit rate adjustrnent

20.060 Ernployee scholarslrip costs and tlaining in English as a second language

20.070 Alternative to Phase-in ofRebasing for Publicly-Owned Nursing Facilities
20.090 Disaster-relatedprovisiotls
20.100 Bed layaway and delicensure
20.1 l0 Payments to Indian Health Service ancl 638 Facilities
20.1 I 5 Consolidation of nursing facilities effective Septernber I , 201 I

20.120 Method for determining budget-neutral nursing facility rates for relocated

beds effective SePternber l, 201 1.

20.130 Medicarecertification

Section 21,000 Ancillary Seruíces
21.010 Setting payment and monitoring use oftherapy services

21.020 Certification that treatment is appropriate

Section 22.000 Contractual Alternative Pâyment Rates After August 1' 1995

22.010 Contractual alternative payment rate.

22.020 Requests for ploPosals

22,030 Proposalrequiremelrts
22.040 Selectionprocess



STATE: MINNESOTA ATTACHMENT 4.19-D (NF)

Effective: January 1,2017 Page 6

TN: l7-01
Approved: JUN 21 2017

Supelcedes: l6-04(15-10, 14-13, 13-16,12-23,12-15,12-ll,11-26,11-17, ll-13, 11-08.0-25,
l0-l 5, 10-13, 09-26, 08-18, 08-15, 07 -t0. 07 -07 " 06-l 3. 05-l 4)

22.050
22.060
22.061
22.065
22.066
22.067
22.068
22.069
22.070
22.071
22.072
22.073
22,074
22.075
22.076
22.076t
22.0762
22.0763
22.0764
22.0765
22.0'166
22.077
22.080
22.090
22.100
22.110
22.120
22.130
22.140
22.150
22.t60

Durâtion and termination of contracts
Allerrrale rates for nursing lacilities
Construction project rate adjustlnents
Facility rate increases beginning July l, 1999

Faciliry rate increases beginning July l, 2000
Facility rate incleases beginning July l, 2001

Facility rate increases beginning Januaty l, 2002
Facility late increases beginning luly I ,2002
Facility late increases beginning June 6,2003
Facility late iucreases beginning July l, 2003
Facility late changes beginning Ianuary 1,2004
Facility rate changes beginning July 1, 2005
Changes to nursing facility reimbursement beginning October 1, 2005
Changes to nursing facility reimbursenrent beginning October 1, 2006

Quality score
Performance-incenfive paynrents beginning July l, 2007
Changes to nursing facility reimbursetnent beginning October 1, 2007

Nursing facility rate increâse beginning October I, 2008
Temporary nursing facility rate increase beghnìng October l, 2008

Payment for post-PERA pension benefit costs

Special diet adìustment
Contract payment rates; appeals

Exemptions
Consumel protection

Colìtmcts are voluntary
Federal lequirements
Salary adjustments
Separate billing lor therapy services

Payment for pre-admission screening fees

Noncompliance with baseline statistical and cost information
Nursing facility rate adjustments beginning Septetnber 1. 201 3

Section 23.000 Calculation ofNursing Facíliúy Operating and External Fixed Payment Rates
23 .0'10 Calculation of nursing facility operating payment rates

23.020 Reset ved
23.030 Reserved
23.040 Reserved

23.050 De finitions
23.060 Repo'ting ofstatistical and cost informatiolt
23.070 Audit authoritY



STAI'E: MINNESOTA ATTACHMENT 4.19-D (NF)
Effective: Ianuary 1,2017 Page 7

TN: 17-01

Apploved: JUN ?12017
Supercedes: l6-04(15-10, 14-13, 13-16, 12-23,12-15,12-11,11-26,11-17,11-13, ll-08,0-25,

I 0- I 5, I 0-1 3, 09-26, 08-1 8, 08-l 5, 07-t 0, 07 -07, 06-13, 05-1 4)

23,080
23.090
23.100
23.110
23.120
23.130
23.131
23.132
23.133
23.140
23.150
23.160
23.170
23.180
23.190
23.200
23.210
23.211
23.212

Calculation of care-r'elated per diems
Determination oftotal care-related per diem
Deterininaton of total care-related limit
Reserved
Determinatìon of other operating limit
Exception for specialized care facilities
Nursing facility in Golden Valley
Special dietary needs

Nurcing lacililies in bordet cilies
Calculation of payment rate for external fixecl costs

Determination of total paylnent rates

Reseryed
Hold Harmless
Appeals
Reserved
Reserved
Reserved
Critical access nursing facilities
Rate adjustments for compensation-related costs



STATE: MINNESOTA
Effective: J anuary l, 20 17

TN:17-01
Approved:
Supercedes:

ATTACHMENT 4. I9-D (NF)
Page 8

JUN 21 ?017
l6-04(15-10, 14-13,13-16, 12-23,12-15,12-ll,ll-26,11-17,11-13, ll-08,0-25,
I 0-l 5, I 0-t 3, 09-26, 08-18, 08- I 5, 07- I 0, 07 -07, 06-13, 05-l 4)

METHODS AND STANDARDS FOR DETERMINING PAYMtrNT RATES
FOR SERVICES PROVIDED BY NURSING FACILITIES
(NOT STATD-GOVERNMENT OWNED OR OPERATED)

SECTION 1.OOO INTRODUCTIONS

SECTION 1.010 General Purpose, The purpose of the Minnesota Medicaid methods and starrdalds

for deterrnining payrnent râtes fol nLrrcing facilities, which are not owned or operated by the state, is

to provide for payment ofrates in conformif with applicable state and fedelal laws, regulations and

quality and safety standards. hr determining the rates, the Commissioner ofthe Depafiment ofHuman
Services will take into account the mix of resident needs, geoglaphic location, ârd other factors.
Minnesota has in place a public process which complies with the requirernents ofSection 1902(a)
( l3) (A) ofthe Social Seculity Act.

Tlrrough Septernber 30,2006, nursing facilities participating in the Minnesota Medical Assistance
program could choose to be paid by the prospective rate-setthìg rnethodology described in Sections

1.000 to 21.000 or the contractual rate-setting methodology desoibed in Section 22.000. Effective
October l, 2006, all nursing facilities were paid by the contlactual rate-setting methodology described
in Section 22.000. Effective October 1,2008, nursing facilitìes are paid by a combination ofthe
contractuai rate-setting rnethodology in Section 22.000 and a new rebasing rate-setting metlrodology
described in Section 23.000.

SECTION 1.020 Overview. A very brief description ofthe overall rate setting mechanism may be

helpful. Cost repods are submitted annually. Nursing facilities have a comrnon repotting year of
October I to Septernber'30. The rate year ofOctober I to September 30, lags the ÌepoÍ year by one

year. The sublnitted cost repofts are desk audited to determilìe allowable costs and then subject to

various otl'ìer cost category limitations. The rates that are set are subject to appeal. Rates may be

adjusted retrospectively for'field audit and appeal resolutions. Nursing facilities in
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Mi nesota sannot charge private paying residents rates which exceed the rate for medical assistance

recipients receiving similar services in multiple bed looms. The rate-setting systetns can be

sunrmalized as follows:

A. Care Related Costs Until July 1' 1999

1 . This type of cost is based on allowable care related costs frorn prior reporting years

for each nursing facility. OÍly the nursing component varies with a resident's case mix.

2. Resident days and nurcing care costs are adjusted using case mix \ryeights to detettnine
proportion ofcosts allocable to each ofeleven payment classes.

3. There are eleven râtes for each nulsing facility based on the telative resource use and

case mix needs of the resident.

4. Until July I , 1999, hornes are grouped by three geographic locations which set lilnits
on rates. Special purpose or clraractet istic homes may be treated differently for purposes ofapplying
rate lir'ììits.

5. Homes can also trade offnursing and other care related expenditures within the

combined limits for those two cost categoties. Beginning July 1,1998,thesetwo lirnitations do not

apply, except for putposes of determining a facility's efficiency incentive.

6. The care related costs include nursìng salaries and supplies and non-prescription

chugs.

7. The other care related costs incìude food costs, social services, activities etc.

B. Overall Spending Limits Until July 1, 1999

l. Pursuant to Section I I .047, the operating rate paid to a nursing facility will not be

more thalì its prior year,s allowed operating costs plus inflation plus a facto¡ above inflation (on a per

diem basis).

2. Pursuant to Section I L047, a nursing facility determined to be high cost when

compared to similar nursing facilities shall have its per diem costs reduced.

C. Other Operâting Costs Until July 1' 1999

l. These costs are grouped by geoglapliic location to set limits. Beginrling July I , 1998,

ATTACHMENT 4.I9-D (NF)
Page 9
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nursing and other cale related expenditures do not âpply, except for purposes of determining a
faciliq,'s efficiency incentive. Similarly, the mâiutenânce and administrative cost categories no longer

apply.

2. There is an efficiency incentive. Homes can receive an addìtional payment if costs are

under the Other Operating Cost limit.

3. The other operating costs include such costs as remaining clietary, laundry and lhren,

housekeeping, plant operations and maintenance, general and administrative, and the rernainiug
payroll taxes and fiinge benefits.

D. Adjustm€nt Factor

l UntilJuly l,1999,all operating costs are updated annually bya2l month hflation
facfor. The2l month inflation factor accounts for fhe 9 month lag between the end ofthe reporting
year'(9i30) and the beginning ofthe rate year (tlìe following 7ll\. 'lhe Department contracts with an

ecorrornetric firm to provide economic change indices for use in detemining ope¡ation cost payment

rates.

2. Untìl July l, 1999, limits are established for a base year and are adjusted annually by a

I 2 rnontlr inflation index for tlre time period between the rnidpoints of cost repofiing years. The
process of indexirrg limits now extends to tlìe overall spending limits.

3. Certahr costs such as real estate taxes, special assessments, licensing fees, Public
Ernployee Retiremeut Act pension contributions, and preadmission screenitrg fees are passed through.

E. Property Payment

L Forthe period July l,1992,to September'30, 1992, ptopefi mtes conti¡rued as

established under the current plan; that is, they will continue fo be "frozen" with certain exceptions.

2. After September 30, 1992, a new property system took effect. That systern establishes

a minirnurn propeúy rate equal to the greater of their current "frozen" properry-leìated payment rate or

94.00 per resident day. This rate may be subject fo adjusûnent due to sevetal factors wliich include:

a. An incremental iucrease as deterrnined utilizing the State's fonner rental system

\À,ith certain modifications such as a higher equipment allowance, adding the actual cost ofa major
projects with the application of a limit on investment, or the sale ofthe nulsing facilif

b. An equity incentive payrnent which will eucourage equity Ìatlrer than debt
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fi narrc in g of major plojects. (effectiv e 7 / 1 /93)

c. A capìtal asset repair or teplacement paymeut for purchases up to $150 per

licensed bed pel year with a carryover o1'any excess. (effective 7/l/93)

d. A lefinancing incentive for a refinancing fhât saves on annual interest expense
payments (effectiv e 7 I 1 193).

3. For sales occnrring before October l, 2005, the sale ofa nursing facility after June 30,
1992, t'nay result in an increase iu the nulsing facility's ploperty tate. The amount ofthat increase will
be ¡¡easured by the modified rental recalculation. An inclease in interest expense is allowed wiihin
ceftain limitations. The anount ofthe "step-up" in the nursing facility's capital asset basis, ifany,
does not result in a property rate increase since depreciation is not a component of propeúy rate

corîputation.

4. Aftel September 1,1992, nursing facility appraisals wìll no longer be needed except

to resolve appraisal appeals. The nursing faciliÇ's appraised value will be indexed for inflation
annually. Also, capital asset additions or deletions will be deducted from the indexed appraised
values.

F. Contractual Rate-setting Alternative Method After August 1, 1995

1. A nursing facility may apply to be paid a contractual alternative payment rate instead

ofthe cost-based payment mte estabfished under Sections 1.000to21.000. Ploposal requirements,

selection criteria, limits, exemptions, and consumer protectioDs are described in Section 22.000.

2. A nursing facility electing to receive an altelnative paymeÍìt rate must enter iÍìto a
contract with the Department. All contracts entered into are for a term not to exceed four years.

3. Different contract provisions may be negotiated for different facilities if requiled due

to legislative changes or ifnegotiated based on facility proposals.

4. A nursing facility's case mix payment rat€s for tlìe first rate year ofa faciliry's contract

¡s the payment rate the facility would have received under Sections 1.000 to 2l 000

5. Until July I,1999, a nursing facility's case rnix payment rates for the second and

subsequent years of a facility's contract âre the previous rate year's contract payn'ìent rates plus an

inflation adiustmerrt.

ó. A Medicare certified nursing facility electing to receive an alternative payment I ate

filing a Medicare cost report must comply with Section 22.080, item A. A nursing facility that is not
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Medicale certified does not have to file a Medicare cost report, but must file a cost repoÍ as described
in Section 2.000.

'7. Certait't other exemptions, such as an exemption from auditing requirements undet'

applicable state laws, are outlined in Section 22.000.

8, Participation ir the contlactual alternative payment rate setting method is voluntary
Participating facilities must continue to compfy with all state and federal requirements relating to
quality assurances, vulnerable adults protections, residents' rights. and OBRA requirernents.

G. Rebasing

Effective October l, 2008, the nursing facility rate methodology was changed to phase in a new
paynìent system. The lebasing law considers costs, establishes definitions, distinguishes between

facility fipes and peer (or geographic) groups with consideration offacilities in different peer groups

but in close proximity, sets limits on spending that can be recognized in the mtes, incorporates new

case mix indices, rewards efficiency, provides for pass-thlough of ceftâin costs, and provides that the

totâl payment rate will consist ofoperating, external fixed, and property payment rates. The new

systern will be phasecl in over eight years.

SECTION I .030 Definitions.

Actual allowable historical operating cost. "Actual allowable historical operating cost" means the

operating costs incurred by the nursing home and allowed by the CoÍì'ìmissionet for tlre most recent

reporting year.

Addition. "Addition" means an extensiott, enlargeneÍìt, or expansion ofthe nursing holne for the

purpose of increasing the numbet of licensed beds or improving Iesident care.

Applicable credit, "Applicable credit" means a receipt or expense reduction as a result ofa purchase

discount, rebate, refund, allowance, public glant, beauty shop income, guest meals income,

adjustment for overcharges, insurance claims settlemelìt, recovered bad debts, or any other adjustment

ol income reducing tlie costs claimed by a nursing home.

Appraised value, "Applaised value" means tlre value of the nursing home buildings, attached

fixtures, and land irnprovements used clilectly for resident care as determined under Section 17.000.

Assessment form. "Assesstnent foml" means the form developed by the Department of Health as

adopted and used for perfonning rcsident assessments.
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Attached fixtures. "Attached fixtures" means equiptnent used directly for resident care affixed to the
building and not easily nrovable as specified in the fixed equipment table ofthe depleciation
guidelines.

Buildings, "Buildings" means tlre physical plant used directly for resident care and licensed and

auxilialy buildings in the Íìâture ofsheds, garages, and storage buildings located on the site ifused
directly for resident cale. This definition does not include buildings ol portiorrs ofbuildings used by
central, affiliated, or colporate offices.

Building capital allowance. "Building capital alìowance" meaÍìs the component ofthe property-

related payment rate which is denominated as â payment for the use of building, attached fixtures, and

Iand improvements.

Capitâl âssets. "Capital assets" means a nursing home's buildings, attached fixtures, land
improvements, depleciable equiprnent, leasehold improvements, and all additions to or replacemelús
ofthose assets used directly fot resident care.

Case mix operating costs. "Case mix operating costs" means the operating costs listed in Section

6.050 and the portion offringe benefits and payrolltaxes allocated to the nursing services cost

category under Section 8.000.

Commenced construction. "Commenced construction" means the date on which a newly-
construcfed nursing home, or nursing home with au increase in licensed beds of 50 percent or more,

meets all the following conditions:

A. The final working drawirtgs and specifications were approved by the Commissioner
of health.

B. The construction cont'acts were let.

C. A timely construction schedule was developed, stipulating dates for beginning,

achieving various stages, and completillg construction.

D. All zoning and building permits have been issued.

E. Financing for the project was securecl as evidenced by the issuance ofa binding letter

of comrnitn.rent by the financial institution, sale of bonds, ot otlter similarly bìnding agreements.

Commissioner. "Commissioner" means tlre Commissioner of the Minnesota Depaftlnent of Humat'ì

Services.
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Consulting agreement. means any agreement the purpose of which is for a central, affiliated, or
corporate office to advise, counsel recommend, or suggest to the ownel ol'operator ofthe nonlelated
long-tenn care facility rneasures aucl methods for improving tlie operation of the facility.

Cost category, "Cost category" means the classification or glouping of similar or related costs for
purposes ofrepofting, audit, cost coÍltlol, and the determination ofcost limitations.

Cost report. "Cost repoft" means the document and supporting material specified by the

Commissioner aud prepared by the nursìng home. The cost report includes the statisticâI, financial,
aud other relevant iuformation for rate determination.

Deletion. "Deletion" means the sale, destruction, ol dismautling ofa nulsing horne capital asset or a
portion of a nulsirrg horne capital asset wiihout subsequent replacement.

Department, "Depaúment" means the Minnesota Department of Humarr Services.

Depreciated replâcement cost method. "Depreciated replacement cost method" meals tlre method
ofplopeny appraisal which cletermines the value ofa capital asset by estâblishing the leplacement
cost new leduced by depreciation.

A. "Replacement cost new" mealìs tl'ìe amouÍìt required to obtain a new asset of
eqLrivalent utility to that whicìi exists, but built at current prices, with modern materials and according
to current standards, designs, and layout.

B. "Depleciation" means a loss ofutility and hence value caused by deterioration or
physical depreciation such as wea¡ and tear, decay, dry roi, cracks, encrùstatioÍìs, or structural defects;
and functional obsolescence such as poor plan, mechanical inadequacy or overadequacy, and

functional iladequacy or oveladequacy due to size, style, or age.

Depreciable equipment. "Depreciable equipment" meals the standard movable care equipment and

suppolt service equipment generally used in nursirg homes. Depreciable equipment includes that
equiprnent specified in the major movable equipment table of the depleciation guidelines.

Depreciation guidelines. "Depreciation guidelines" means the most recent "The Estimated Useful
Lives of Depreciable Hospital Assets," issued by the American Hospital Association, 840 North Lake

Shore Dlive, Chicago, Illinois. Except as provided in Section 3.040, the useful lives in the
depleciation guideliles lnust not be used in the determination ofthe total payment rate. The

depreciation guidelines are. incorporated by reference and are available for reference at the Minnesota
State Law Liblary, Minnesota Judicial Cenfer,25 Constitution Avenue, Saint Paul, Minnesota, 55155
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Desk audit. "Desk audit" means the establishnìent ofthe pâyment rate based on the Commissioner's

review and analysis of required repods, supporting docurnentatìon, and work sheets submitted by the

nursing home.

Direct cost. "Direct cost" means a cost that can be identified within a specific cost category without
the.use of allocation methods.

Discharge. "Discharge" n'ìeans a termination of placelì'ìent in the nursing home that is docutnented in

the disoharge sumlnary signed by the physician. For the pul'poses ofthis definition, discharge does

not include:

A. a transfer within the nùrsiug horne unless thetra sfer is to a cliffereut licensure level;

or

B. a leave ofabsence ft'om tlre nursing home for treatmettt, therapeutic, ol perso al

purposes when the resìdent is expected to return to the same nursing home.

Equipment allowance. "Equipment allowance" means the component ofthe property-related

payment rate wliich is denominated as a pâynent for the use of depreciable equipment.

Field audit, "Field audit" means the on-site examirration, verification, and review ofthe fina¡cial
records, statistical records, and relatecl suppoúing docunrentation ofthe nursing liome and any related

organization.

Fringe benefits. "Fringe benefits" means workers' compensation insurance, group health ol dental

insura¡ce, group life hrsutance, retirement benefits or platrs, and an allowance for unifou¡s.

General and administrative costs' "General and administrative costs" means tlìe costs of
adrninistering the nulsing home as specified h Section 6.000'

Historical operatÍng costs. "Historical operating costs" means the allowable operâting costs il'ìcurred

by the nur.sing home durhrg the repoting year immediately preceding the rate year for which the

payment rate becomes effective, after the Commissioner has reviewed those costs and determined

the¡r to be allowable costs under the lnedical assistance program, and after the Commissioner lras

applied the limit on general and administlative costs

Hospital-attached nursing home. "Hospital-attached nursing home" means a nursilrg home which

is: l) under.common ownership and operation with a licensed hospital and shares with the hospital the

cost ofcommon sewice areas such as nursiug, dietary, housekeeping, laundry, plant operations, or
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administrative services; 2) is recognized by the Medicare Program as a hospital-based nursing facility;
and 3) is required to use the stepdown method of allocation by the Medicare proglam, title XVIII of
the Social Security Act, provided tliat the stepdown results in part ofthe cost ofthe shared areas to be

allocated between the hospital and the nulsing home, and that the stepdown numbels are the numbers
used fol Medicare reimbursement, except that direct identification ofcosts to the nursing facility cost
ceuter will be permitted only when the cotnparable hospital costs have also been directly identified to
a cost center which is not allocated to the nursing facility.

Indirect cost. "lndirect cost" means a cost that is incurred for a commolr orjoint purpose and is

identified with more than one cost category but is not readily identified with a specific cost category.

Land irnprovement. "Land improvemeut" ûìealls alì inlplovemeDt to fhe land surrounding the

nursing home ditectly used for resident care as specified in the lând improvements table ofthe
depreciation guidelines, if replacement ofthe land imptovement is the responsibility ofthe nursing
home.

Management agreement, Is alì agreement in which one or more of the following criteria exist:

A. The central affiliated, ot cot'porate office has or is authorized to assulle day{o-day
operation control ofthe long-tenn care facility for any six-montl.t peliod within a 24-month period.

"Day{o-day operatio al control" means that the ceutral affiliated, ol corporate office has the authoriÇ

to require, mandate, direct, or compel the employees of the facility to perform or reflah fronr
perfornring certain acts, or to supplant or take the place to tlìe top management ofthe facility. "Day-
to-day operational control" includes the authol ity to hire or tetminate employees or to provide an

empìoyee of tlre central, affiliated, or corporate office to serve as administrator ofthe facility;

B. The central, affiliated, or corporate office performs or is authorized to perform two or

more ofthe following: the execution ofcontracts; authorization ofpurchase orders; signature

authority for checks, notes, ot'other finattcial illstruments; requiring the facility to use the group or
volume purchasing services ofthe central, affiliated, or corporate office; or the authority to make

annual capital expenditures for the facility exceeding $50,000, or $500 per licensed bed, whichever is

less, without first securing the approval ofthe facility board of directors;

C. Tlte central, affiliated, or corporate office becomes or is required to become the

licensee under applicable state law;

D. The agreement provides that the cotnpensation fot'selvices provided under the

agteernent is directly relatecl to any profits made by the facility;

ATTACIIMENT 4. I 9-D (NF)
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body that meets fewer than four times a year, that does not publish notice of its fireetings, or that cloes

not keep formal records of its proceedings.

Medical plan ofcare, "Medical plan ofcare" means doculì'ìentation signed by the resident's

physician which incìudes the resident's primary diagnoses, secondary diagnoses, orders for treatmelìt

and medications, Iehabilitatiou potential, rehabilitation procedures ifordered, clinical monitoring
procedures, and dischalge potential.

Moratorium exception: A "moratolium exception" results when nursing facilities are permitted to

obta¡n licensure and medical assistance certification of new nursing home beds ând coÍìstructioÍt

pr.ojects tlrat exceed thethreshold in section 'l6.l374,item F. contingent upon appropriation offunds
by the legislaiure. Appropriated fmds are distributed through a competitive process. Rates for
moratorium exception projects ale determined as stated in section 22'061.

Necessary service. "Necessary selvice" rneans a function pertinent to the nursing Irome's opetatiotl

wlrich ifnot performed by the assigned individual would have required the lìursing hotne to etnploy

or assign another illdividuâl to pel'form it.

Nursing facility. ',Nursing facility" means a facility licensed by the Department of Heâlth as a

Medical Assistance lursing home or a boarding care facility which meets fedelal certification

requilements for a nursing facility.

Operating costs. "Operating costs" nreans the costs of operating the nursing home in compliance

with licensure and certification standaxds. Operating cost categories are:

A. nursing, including nurses and nursing assistants training;

B. dietary;

C. laundry and linen;

D. housekeephg;

E. plânt operation and uraintenauce;

F. othel care-related services;

G. genetal and administrative;
H. payroll taxes, fringe benefits, and clerical training;
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I. workers' compensafion self-insurance;

J. group health, dental, or life insurance; and

K. Íeal estate taxes and actual special assessments paicl.

Other care-related operating costs, "Otlrer care-related operating costs" means the operating costs

listed in Section 6.060, and the portion offringe benefits and payroll taxes allocated to tlre otller câre-

related cost catcgory, the cost of food, and the dietician consulting fees calculated under Section

8.000.

Other operating costs. "Other operating costs" means the operating costs listed in Sections 6.01 0-

6.040 and 6.070, excluding the cost offood and dietician consulting fees, and the portion offrirtge
benefits and payroll taxes allocated to each oftliese operâting costs categories urder Section 8.000.

Payroll taxes, "Payroll taxes" means the employer's shale of social security withholding taxes,

governmentally requhed retirement contributions, and state and federal unemployment compensatiorì

taxes or costs.

Preopening costs. "Preopening costs" l'ì.ìealìs the operating costs incurred pl'ior to the admissiolì ofa
¡'esident to a newly-constructed nursing home.

Private paying resident, "Privâte paying resident" means a nursing home resident who is not a

medical assistance plogram recipient for the date ofservice atrd whose payment rate is not established

by another third party, includilìg tlre Veterars Administration or Medicare

Productive nursing hours. "Productive nursing hours" means all on-du[ hours of nurses, aides,

orderlies, and atteudants. The on-duty hours of the director ofnursing for facilities with more than 60

licensed beds ancl the on-duty hours ofany medical records personnel are not included. Vacation,

holidays, sick leave, classroom traiuing, and lunches are not included in productive nursing hours.

Rate year. "Rate year" means the state of Millnesota's fiscal year fol which a payment rate is

effective, from July I thro!ìgh the following June 30. The July 1,2004 l"ate year extends through

September 30,2005. As ofOctober 1.2005,"rate yeat" means October I through the following
September 30.

Real estate taxes and special assessments. "Real estate taxes and special assessmellts" tneans tlre

real estate tax liability shown on the annual propeúy tax stâternent ofthe nursing honre for the

calendar year dur.ing which the rate year begins and the actual special assessmetrts and related interest

paid durhrg the repofting year. The term does not hiclude personnel costs or fees for late paynent.
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Related organization. "Related organization" means a person that fumishes goods or services to a
rrursing home and that is a cfose relative of a nursing home, an affiliate ofa nursiug home, a close

relative ofan affiliate ofa nursing home, or an affiliate ofa close relative ofan aflÌliate ofa nursing
home.

A. An "affiliate" is a person that directly, or indirectly tht'ough one or more
intermediaries, controls, or is controlled by, or is under common col.ìtrol with another person.

B. A "person" is an individual, a corporation, a paltnelship, an association, a trust, an

unilrcorporated olganization, or a govenlment or political subdivision.

C. A "close relative ofan affiliate ofa nutsing home" is an individual whose relationship
by blood, rnarriage, or adoption to an individual who is an affiliate of anursing home is no more
remote than first cousin.

D. "Control" includitg the terrns "controlling," "controlled by," and "under common

control with" is the possession, direct or ìndirect, ofthe power to direct or cause the dilection ofthe
mar'ìagement, opelations, or policies of a person, whether through the ownership ofvoting secutities,

by contract, or otherwise.

Repair. "Repair" mealìs the cost oflabor and materials needed to restore an existing capital asset to
sound condition after damage or malfunction or to maintain an existing capital asset in a usable

condition.

Replacement. "Replacement" means a Íenovâtion or substitution ofan existing capital asset to

improve its function or extend its useful life.

Reporting year, "Reporthrg yeal" tneans the period from October I to September 30, irnmediately
preceding the rate year, for which the nursing home submits its cost report, and which is the basis for
the determination ofthe payment tate for the following late year.

Resident day or actual resident day. "Resident day" or "actual resident day" means a day for which
nursing services are lendered and billable, or a day for which a bed is held and billed.

Resident class. "Resident class" means each ofthe I I categories established in Section 13.000.

Short length of stay facility. "Short length ofstay faciliÐ/" has the meaning given in Section 20.025.

Standardized resident days. "Standardized resident days" means the sum ofthe number ofresident
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days in the nursing home in each resident class multiplied by the weight for that resident class.

Top management personnel. "Top management personnel" means owners, board members,

corporate officers, general, regional, and district tnanagers, administrators and the nursing hotne

administlator, and any other person performing the function ofsuch personnel. Persons perfotming

functions only as nursing home department heads are not included in thjs definition.

Totâl pâyment rate. "Total payment rate" means the addition of the operating cost payment rate, the
property-related paynlent rate, and tlte real estate tax and special assessments payment Ì'ate as

established by the Comn.rissiorrer to pay for the care of residents itr lursing homes.

Useful life. "Useful life" means the length oftime an asset is expected to ptovide economic service

before need ing replacernerìt.

Utility vehicle. "Utility vehicle" means a vehicle specially equipped for purposes of nursing home

operations arid not feadily adaptable to pelsonal use.

Vested. "Vested" lneans the existence ofa legally fixed unconditional right to a present or future

benefit.

Working capital debt. "Working capital debt" means debt incurred to finance nursing lrotne

operating costs. Vr'orking capital debt does not include debt irrcufled to acquire or refinance a cap¡tâl

asset.

Working capital interest €xpense. "Working capital inferest expense" means the intelest expense

incurred on working capital debt during the reporting year'

SECTION 2.OOO

SECTION 2.OIO

Treble Damages. Any vendor of rnedical care who willfully submits a cost report, rate application

or claim for reirnbursement for medical care which the vendor knows is false representation ând

which results in the payment of public funds for which the vendor is ineligible shall, in addition to

other provisions of Minnesota law, be subject to an action by the State of Minnesota for civil
damages. The damages awarded shall include three times the payments which lesult fiom the false

representation, together with costs and disbursements, including reasonable attorneys' fees ol their
equ ivalent.

SECTION 3,OOO COST ALLOCATION PROCEDURES
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SECTION 3.010 Classilication. Classification ofcosts is the process ofcharging costs to the
appropriate cost categories and compilhrg a total for each cost category to be recorded on the cost

leport. Nulsing facilìties shall classify theil costs in accordance with established cost categol ies.

Costs tlìat cannot be specifically classified in a cost category, such as the cost of generic supplies,
must be classified in the general and administlative cost category.

SECTION 3.020 Identification. Except for the salary costs of individuals with rnultiple duties, costs

rnust be directly identified, without allocation, by routine classification oftransactions wlreu costs are

recolded in the books and records ofthe nursing facility.

SECTION 3.030 Personnel with multiple duties, When a persolt otlìer tl'ìan top tnatragement
personnel has nrultiple duties, the person's salary cost must be allocated to the cost categoties on the
basis of time distribution records thât show actual time spent, or an accurâte estimate of time spent on

various activities. In a nursing facility of60 or fewer beds, palt of tlre salary or salaries oftop
managemeut personnel may be allocated to other cost categories to the extent jr.rstified in time
distribution records which show the actual time spent, or an accurate estimate of time spent on various

activities. A nursing facility that chooses to estimate time spent must use a statistically valid method.

Persons who serve in a dual capacity, including those who have only nominal top Ínanagement

responsibilities, shall directly identify their salaries to the appropriate cost categories. The salary of
any persoÍì having more than nominal top mânagemellt respons ibilities must not be allocated.

SECTION 3.040 Cenfral, affiliated, or corporate office costs. Cost allocation for central,

affiliated, ol corporate offices shall be governed by items A to F.

A. Central, affiliated, or corporate office costs representing services ofconsultants required
by law or rule in areas including dietary, pharmacy, social sewices, or other resident care related

activities may be allocated to the appropriate cost category, but only to the extent that tlìose costs are

directly identified by the nursiug facility.

'I . Definitions. For purposes of item B, the following lrave the meaning given them.

a. "Managenrent agreement" means aÍì agreement in which one or more oftlre
following criteria exist:

ì. The central, affiliated, or corporate oflce has or is authorized to assume

day-to-day operation control ofthe long-term care facility for any six-month period within a 24-

month period. "Dayto-day operation control" mearls that the central, affiliated, or corporate office
has the autholity to require, lnandate, direct, or compel the employees of tlre long-term care facility to
perform or refrain from performing celtailt acts, or to supplant or take tlre place ofthe top

management ofthe long-term care facility. Day{o-day operational control includes the authority to
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lìire or terminate employees or to provide an ernployee ofthe central, affiliated, or corporate office to
serve as administrator ofthe long-term care facility;

ii. The centlal, affiliated, or corporate office performs or is authorized to
perform two or more ofthe following: the execution ofcontracts; authorization of purchase orders;

signâture authority for checks, notes, or other fiuancial instruments; requirìng the long-term care

facility to use the group or volume purchasing services ofthe central, affiliated, or corporâte office; or
the authority to make aunual capital expenditures for the long-term care faciliff exceeding $50,000 or

$500 peL licensed bed, whichever is less, without first securing the approval ofthe long-tertn care

facility board of directors;

iii. The central, affiliated, or corporate office becomes or is required to

become the licensee under applicable state law;

iv. The agreement provides that the compensatiou for services provided

under the agreement is directly related to any profits made by the long-term care facility; or

v. Tbe loug-telm care facility entering iÍlto the âgreement is governed by a

governing body that nleets fewer than four times a year, that does not publish notice of its meetings,

or that does not keep formal records of its proceedittgs.

b. "Consulting agreelnent" means any agreement the purpose of which is for a
central, affiliated, or corpolate office fo advise, counsel, recommerìd, or suggest to the owner or
operatot ofthe nonrelated long-term care facility measures and metbods for improving the operations

ofthe long-term care facility.

B. For rate years beginning on or after July l, 1990, the central, affiliated or corporate office
cost allocatiolì in subitems (l) to (6) must be used when determining rates under Sections 1.000

through 22.000.

(l) All costs that can be dilectly identified with a specific nursing facility ttrat is a related

o¡ganization to tlie central, affiliated, or corporate office, or that is contl'olled by the central, affiliated,

or corporate office under a management agreement, must be allocatecl to that nursing facility.

(2) All costs that can be dilectly identified with any othel activity or functioÍì not

described in subitem (1) must be allocated to that activity or function.

(3) Costs that have not been dilectly identified lnust be allocated to nursitig facilities on

a basis designed to equitably allocate the costs to the nursing facilities or activities receivitrg the
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benefits of the costs. This allocation nrust be made in a manner reasonably related to the services
received by the nursing facìlities. Where practical and when the amornt is material, these costs mùst

be allocated on a functiorral basis. The functions, ol'cost centers used to allocate central office costs,

and the unit bases r¡sed to allogate the costs, including those central office costs allocated according to

subitem 4, must be used consistently from one central office accounting period to another. lfthe
central office wishes to change its allocation bases and believes the change will tesult in more

appropriate and rnore accurate allocations, the central office must make a written request, with its
justification, to the corrrnissioner for apploval ofthe change no later than 120 days after the
beginning ofthe central office accounting period to which the change is to apply. The

cornmissioner's approval of a central office request will be furnished to the central office in writing.
Where the commissioner approves the central office tequest, the change must be applied to the

accounting period for which the request was made, and to all subsequent centlal office accounting
periods unless the commissioner approves a subsequent request for change by the central office. The

effective date ofthe change will be the beginning ofthe accounting period for which the request was

made.

(4) After the costs that can be difectly identified according to subitems (1) and (2) have

been allocated, the remaining central, affiliated, or corporate office costs must be allocated between

the nursing facility operations and other activities or facilities unrelated to tl'ìe nursing facility
operations based on the ratio oftotal operating costs, determined as follows:

a. The numerator for the allocation rafio shall be determined as follows:

i. For nursing facilities tliat are lelated organìzations or are controlled by a

central, affiliated, ol corporate office under a management agreement, the numerator ofthe allocation

ratio shall be equal to the sum of the total costs incurled by each related organizatiolt or controlled
nursing facility.

ii. For â central, affiliated, or corporate office providing goods or services to

related organizations that are not nulsing facilities, the numerator ofthe allocation ratio shall be equal

to the sum ofthe total costs incurred by the non-nursing facility related organizations.

iii. For a central, affiliated, or corporate office providing goods or services

to unrelated lìru'sing facilities under a consulting agreement, the numerator ofthe allocation ratio shall

be equal to the greater of directly identified central affiliatecl or corporate costs or the contracted

amount.

iv. For business activities that involve the providing ofgoods or services to

unrelatecl parties which are not nursing facilities, the numerator ofthe allocation ratio shall be equal to

the gleater of directly identified costs or revenues generated by the facility or function

ATTACIJMENT 4.I 9-D (NF)
Page 23



STATE: MINNESOTA ATTACHMENT 4.19-D (NF)
Effective: Janvary 1,2017 Page24
TN: l7-01
Approved: JUN 2f 2017
Supercedes: l6-04(15-10, l4-13,13-16, 12-23, l2-15, 12-ll,ll-26.11-17. ll-13, ll-08,0-25,

I 0-l 5, l0-13, 09-26, 08-l 8, 08-l 5, 07 -10. 07 -07. 06-1 3. 05-r 4)

b. The denominator for the allocation ratio is the sum ofthe numerators in clauses i to
iv of a.

(5) Those long terrn care operations that have nulsing facilities both in Minnesota and

outside of Minnesota lnust:

a. Allocate the nursing facility operation's central, affiliated or corporate office costs

identified in ite¡n C to Minnesota based on the ratio of total rcsident days in Minnesota nursing
facilities to the total resident days in all facilities.

b, Allocate tlie Minnesota nursing facili! operation's central, affiliated or corpolate
office costs identified in a to each Minnesota nursing facilify on the basis ofresident days.

(6) This section does not apply to payrnent rates determined undel Section 20.040,

except that any additional dilectly identified costs associated with the Department of Humalr Services'

or the Department of Health's managing agent under a receivership agreement must be allocated to the

facility under receivership, aud are nonallowable costs to the tnanaging agent on the facilif's cost

report.

C. Central, affiliated, or corporate office property-relâted costs ofcapìtal assets used directly
by the nursing facility in the provisíon ofnursing facility services must be allocated to the nursing

facilities which use the capital asset. Central, affiliated, or corporate office propeÉy-related costs of
capital assets which are not used directly by the nursing facility in the ptovisiorr ofnursing facility
services must be allocated to tl.re general and adninistrative cost category ofeach nursing facility
rusing the methods described irt item B.

D. The useful life ofa new capital asset lnaintained by a central, affiliatect, or corpolate office
must be determined by applying one of the following schedules in subitem ( ) ) or (2):

( l ) the useful life of a building is 3 5 years; of land improvement ìs 20 years; of a major

building irnprovement is the greater of l5 years ol the remaìning life ofthe principal capital asset; of
depreciable equipment except vehicles is ten yearsl and of a vehicle is four years; or

(2) the clepreciation guidelines.

E. The useful life ofused capital assets maintained by a central, affiliatecl, or corporate office
must be detenrined based on the physical condition ofthe used câpital asset but the useful life of the

used capital asset must uot be less than one-halfthe useful life determined under item D.
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F. The useful life of leasehold improvernents maintained by â central, affiliated, or corporate
office must be either the useful life ofthe improvement detennined under item D or the remaining
telm ofthe lease, including renewal periods, whichevei'is slìorter.

SECTION 3.050 General and administratíve costs. Except as provided above, general and

administrative costs must not be allocatecl as direct or indircct costs to otlìer cost categories.

SECTION 3.060 Relaúed organizâtion costs. Costs applicable to services, capital assets, and

supplies directly or indilectly furnished to the nulsing facility by arry related organization may be

included in the allowable cost ofthe nutsing facility at the purchase price paid by the related

organization for capital assets ol supplies and at the cost incun'ed by the related organization fot the

plovision ofservices to the nursing facility ifthese prices or costs do not exceed the price of
comparable selvices, capital assets, or supplies that could be purchased elsewhere. For this purpose,

the lelated organization's costs must not include au amount for nlarkup or profit.

If tlìe related organization in the normal course ofbusiness sells services, capital assets, or supplies to

rorrrelated organizations, the cost to the nursing facility shall be the nonrelated organization's price

provided that sales to nonrelated organizations constitute at least 50 percent oftotal annual sales of
similar services, ol capital assets, or supplies. The cost ofownership ofa capital asset which is usecl

by the nursing facility must be included iu the allowable cost ofthe nursing facility even though it is
owned by a related organization.

SECTION 4.OOO DETERMINATION OF ALLOWABLE COSTS

SECTION 4.010 Allowable costs. Only costs determìned to be allowable under the methods ùsed to

determine payment shall be used to compute the total payment rate for nursing facilities parficipating

in the rnedical assistance program.

SECTION 4.020 Applicable credits. Applicable credits must be used to offset or reduce the

expenses ofthe nursing facility to the extent that the cost to which the credits apply was claimed as a

nursing facility cost. Jnterest income, dividend income, and other investment income of the nursing

facility or lelatecl organization âre not applicable credits except to the extent that the interest expellse

on working capital debt is incurred and claimed as a reirnbursable expense by the nursing facilif or

relatecl organization. Inferest income must not be offset against working capital interest expense if it
relates to a bond si¡king fund or a restricted fund if the income is not available to the nursing facility
or related organization. Gains or losses on the sales ofcapital assets used by the nursing facility must

not be applicable cledits.

SECTION 4.030 Atlequate documentation. A nursing facility shall keep adequate docunentation.
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A. In o¡ der to be adequate, documeÍìtatiot'r must:

(1) Be maintained in otderly, well-organized files.

(2) Not include documentation of more than one nursing facility in one set of files unless

transactions may be traced by the Department to the nursing facility's annual cost repoú.
(3) Include a paid invoice or copy of a paid invoice with date ofpnrchase, vendor name

and address, purchaser name and delivery destination address, listing of items o¡ services purchased,

cost of items purchased, account number to which the cost is posted, and a bleakdown ofany
allocation ofcosts between accounts oL nursh.rg facilities. Ifany of the information is not available,
the nursing facility shall document its good faith attenpt to obtain the information.

(4) lnclude contracts, agreements, amortization schedules, mortgages, other debt
instruments, and all other documents necessary to explain the nursìng facilìty's costs or reveÍìues.

(5) Be retained by the nursing facility to suppoft úe five most recent annual cost repofts.
The Deparhnent may extend the period of retention ifthe field audit was postponed because of
inadequate reoold keeping or accounting practices, the records are ltecessary to resolve a pending

appeal, or are requiled for the enforcernent of Minnesota's conditions for participation.

(6) Beginning July I , 1998, payroll records supporting colnpensation costs claimed by
long-term care facilities must be supported by affimrative tirne and attendance records prepared by

each individual at intervals ofnot nrore than one month. The requirements ofthis subiteln are met

when docu¡nentation is provided undet'either clause a ol'b as follows:

a. tlie affir'mative time and attendance record must identify the individual's name; the

days worked during each pay period; the number ofhours worked each day; and the number ofhours
taken each day by the individual for vacation, sick, and other leave. The affilmative time and

attendance record must include a signed verification by the individual and the individual's supervisor,
if any, fhat tlre entries repofted on the record are correct; or

b. ifthe affirmative time ând attendance records identiflìng the individual's name, the

days wolked each pay period, the number ofhours wol'ked each day, and the nutnbet ofhours taken

each day by the individual fot vacation, sick, and other leave are placed on microfilm. equiprnent

must be made available for viewing and printing them, or if the records are stot'ed as automated data,

summary data must be available for viewing and printing.

B. Compensation for personal services, regardless ofwhether beated as direct or indirect
costs, must be clocunrented oI'ì payroll records. Payrolls must be supported by time and attendance or
equivalent records for individual ernployees. Salalies and wages ofemployees which are allocated to
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more than one cost category must be suppolted by tirne distribution records. The method used must
produce a proportional distlibution ofactual time spent, ot an accurate estimafe of time spent
performing assigned duties. The nursìng facility that chooses to estimate time speÍìt must use a

statistically valid method. The compensation must leflecf an aÍìount proportionate to a full-time basis

if the services are rendered on less tlian a full-time basis.

C. Except for vehicles used exclusively fol nursing facility business, the nursing facility ot'

related organization Íì'ìust maintain a motor vehicle log that shows nursing facility mileage for the

reporting year. Mileage paid for the use ofa personal vehicle must be documented.

D. Cornplete and orderly records must be maintained for cost allocatious made to cost

câtegories.

E. If the Commissiorìer requests supporting documentation during an audit for an item ofcost
reportecl by a long-term care facility, and the long-term care facility's response does not adequately

document the item of cost, the Commissioner may make reasoned assumptiotrs consiclered appropriate

in the absence ofthe requested docutnentation to reasonably establish a payment rate rather tlian

disaflow the entire itern ofcost. This provision shall not diminish the lolìg-ternl care facility's appeal

rights.

SECTION 4.040 Compensation for personal services. Compensation for personal services

incl¡des all the remuneration paid currently, accrued or deferred, for services rendered by the nursing

facility's owners or employees. Only valid compensation costs for the cùrrent repofting period are

allowable.

A. Compensatiou includes:

(l ) salaries, wages, bonuses, vested vacations, vested sick leave, and fringe benefits paid

for managerial, administrative, professional, and other services;

(2) amounts paid by the nursing facility for tlre personal benefit ofthe owners or
employees;

(3) the costs ofassets aud services which the ôwner or employee receives ftotn the

nursing facility;

(4) deferred corlpensatio¡r, individual retirenent plans such as individual retirement

accounts, pension plans, and profit-sharing plans;

(5) tlre annual cost ofsupplies, use ofcapital assets, services fol personal use' or al'ìy
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othel in-kind benefits received by the ownets ol employees; and

(6) payrnent to organizations of unpaid workers, that have arangenrents with the nursing

facility for the performance of services by the unpaid workels.

B. The nursing facilìty must have a written policy for paynrent ofcompensâtion for persottal

services. The policy rnust relate the individual's compensation to tl'ìe performance ofspecified duties

and to the nurnber ofhouls worked. Compensation payable under tlre plan must be consistent with
the compensation paid to persons perfolning similal duties in the riursing facility industry.

Employees covered by collective bargaining agreements are not required to be covered by the policy

if the collective bargaining agleement otherwise meets the

essentials of the policy requited by this item.

C, Only necessary services shall be compensated.

D. Except for aocrued vested vacation, accrued vested sick leave, or cotnpensation claims

subject to Iitigation or. employer-employee dispute resolution, cotnpensation mUst be actually paid,

whether by cash ol negotiable instrulnent, within '107 days after the close of the reporting period. If
payment is not made within 107 days, the unpaid compensation shall be disallowed in that leporting

yeat.

SECTION 4.050 Licensure and certification costs, Operating costs of meeting the licensure aud

certification standards in items A to C are allowable operating costs for the purpose of setting nursing

facility payment rates. The standards are:

A. standards set by federal regulations for skilled nursing facilities and intermediate care

facilities;

B. requirernents established by the Minnesota Department of Health for meeting health

standards as set out by state rules and federal regulations; and

C. other requirements for licensing under state and federal law' state lules, ot federal

regulations that rnust be met to provide nursing and boarding care services.

sECTION 4.060 Routine service costs, operating costs of routine services including nursing,

dietary, and support services are allowable operating costs for the purpose ofsetting nursing facility
payment rates.

SECTION 4.080 General cost principles. For rate-sel1ing purposes' a cost must satisry the



STATE: MINNESOTA ATTACHMENT 4.19-D (NF)
Efïective: January l, 2017 Page29
TN: l7-01
Apploved: JUN 21 20f7
Supercedes: l6-04(15-10, 14-13, 13-16, 12-23, 12-15, 12-ll,l1-26,ll-17, l1-13, ll-08,0-25,

l0-15, l0-13, 09-26, 08-18, 08-l 5, 07 -10. 07 -07. 06-1 3. 05-14)

followìng criteria:

A. tlre cost is ordinary, Íìecessary, arid related to tesident care;

B. the cost is what a prudent and cost conscious business person would pay for the specific
good or service in the open market in an arm's length transaction:

C. the cost is for goods or services actually provided in the nursing facility;

D. the cost effects oftransactions that have the effect ofcircumventing tlìese rules are not
allowable under the plinciple that the substance ofthe transaction shall prevail over form; and

E. costs that ale incurled due to management inefficiency, unnecessary care or facilities,
agreements not to compete, or activities not commonly accepted in the nursing facility care field are

not allowable.

SECTION 5.OOO NONALLOWABLE COSTS

The costs listed i items A to EE are uot âllowable for purposes of setting paymeut rates but must be

identified on the nursing facility's cost leport.

A. All contributions, iucluding charitable contributions, and contributions to political action

cornmitlees or campaigns.

B. Salaties and expenses ofa lobbyist.

C. Legal and related expenses fol unsuccessful challenges to decisions by governtnental

agencies.

D. Assessrrents made by ol the pottion ofdues charged by associations or professional

organizations for litigation except for successfnl challenges to decisions by agencies of the State of
Minnesota; lobbyhrg costs; or contributions to polìtical action committees or campaigns. \ryhere the

bleakdown ofdues charged to a nursing facility is not provided, the entire cost shall be disallowed.

E. Advertising designed to encourage potential residents to select a paÉiculal nulsing facility
This item does not apply to a total expencliture of $2,000 for all notices placed in the telephone

yellow pages for the purpose ofstatirtg the nursìng facility's narne, location, phone nutnber, and

general information about services in the nursing facility.

F. Assessments levied by the Minnesota Department of Health for uncorrected violations.
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G. Enrployee or owner's rnetnbership ot othel fees for social, fraternal, sporls, health, or
sirnilar organizations.

H. Cost incurred for activities dilectly felated to influencing employees with respect to
unionization.

l. Costs ofactivities not related to residellt care such as flowers or gifts for employees or
owners, employee palties, and busi¡ress rneals except for the cost of meals incutred as a result of
required overnight business related travel.

J. Costs related to purchase ofand care for pets in excess of$5 per year per licensed bed

K. Penalties including interest charged on the penalty, intercst chalges which result from an

overpayment, and bank overdraft ol late payment charges

L. Costs ofsponsoling employee, youth, or adult activities suclì as athletic teams and beauty

contests.

M. Plemiunrs on owneL's or board metnber's life insurance policies, except that such

premiums shall be allowed ìfthe policy is included within a group policy provided for all enployees,

or if such a policy is required as a condition of mortgage or loan and the Íììortgâgee or lending

¡nstitut¡on is listed as the beneficiary.

N. Personal expenses ofowners and employees, such as vacations, boats, airplanes, petsonal

travel ol vehicles, and entertainmetìt.

O. Costs of training programs for anyone other than employees or volunteets in the nut'sing

faci lity.

P. Costs of training programs to meet the minimum educational rcquirements of a position,

educatiou that leads to a degree, or education that qualifies the employee for a new trade or
plofessíon. This item does not apply to training or education ofnursing aides or

tlaining to meet the requiternents of laws, rules, or regulations for keeping an employee's salary,

status, or position or to rnaintain or update skills needed in performing the employee's ptesent duties.

Q. Bad clebts and related bad debt collection fees except for the foul types found in the

general and administt'ative services section.

R. Costs offund raising activities.
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S. Costs associated with the managernent of investments wl.riclr may ploduce interest income,
dividend income, or other investment income or losses.

T. Costs offunctions normally paid by chalges to rcsidents, ernployees, visitors, or others
such as the direct ancl indilect costs of operating a phamacy, congregate dining program, home
delivered meals prograrn, gift shop, coffee shop, apartment, or day care center.

U. Operati¡ig costs for activities to the extent that the activities are financed by gifts or grants

flom public fu¡rds. A tlansfer offunds fion a local governnrental unit to its governmental-owned
nursing facility is not a gift or grant under this item.

V. Telephone, television, and radio service provided in a resident's roolrl except for these
services plovided in areas designated for use by the general resident population, and the charge of
transferling a residenfs phone from one room to anotlìer within the same nr.rrsing facilify.

W. Costs of covenants not to cornpete.

X. Identifiable costs ofservices provided by a licensed medical therapeutic or rehabilitation
practitioner or any other vendor of medical ca¡e which are billed separately on a fee fol service basis,
including:

(l) tlie purclrase ofservice fees paid to the vendor or his or her agent who is not an

employee ofthe nursing facility or the compensation ofthe prâctitioner who is an employee ofthe
nursing faciliÇ;

(2) allocated compensation and related costs ofany nursing facility persornel assisting in
providing these selvices; and

(3) allocated operating or property cost for providing these services suclr as

housekeeping, laundry, maintenance, medical records, payroll taxes, space, utilities,
equipment, supplies, bookkeeping, secretar ial, insurance, supervision and administt'ation, and real
estate taxes and special assesstnents.

Ifany ofthe costs in subiterns (1) to (3) are incurred by fhe nursing facili|, these costs must be

repofted as nonreimburcable expenses, together with any ofthe income received or anticipated by the
nursing facility including any charges by the nursing faciliry to the vendor.

Y. Costs for which adequate documentation is not rnaintainecl or provided.
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Z. Fringe benefits or payroll taxes associated with disallowed salary costs.

AA. Costs associated with sales or reorganizations ofnursing facilities.

BB. Accruals ofvacation and sick leave for employees which are not firlly vested.

CC. Payments made in lieu ofreal estate taxes, unless such payments are made under a
legally enfolceable irrevocable written contract ent€red into prior to August 31, 1983.

DD. Adverse judgments, settlements, and repayments of escLow accounts resulting from the

enforcement of Minnesota's Conditions for Participâtion Statute.

EE. Costs including legal fees, accounting fees, administrative costs, travel costs, and the

costs offeasibilìty studies attributed to the negotiation or settlement ofa sale or purchase ofany
capital asset by acquisition or merger for which any payment has previously been made under

Minnesota's plocedures for detertnining paytnent lates.

SECTION 6.000 RDPORTING BY COST CATEGORY

SECTION 6.0I0 Dietary serrices. The costs listed in items Ato D aleto be reported in the dietary

services cost category:

A. Direct costs ofnormal and special diet food including raw food, dietary supplies, food

prepamtion and serving, and special dietary supplements used for tube feeding or olal feeding, such as

elemental high nitrogen diet, even if wlitten as a prescríptíoÍì item by a physician;

B. The salaries and wages ofthe supervisor, dìetitians, chefs, cooks, disltwashers, aud ofher

employees assigned to the kitchen and dining room including the salaries or fees of dietaly
consu Itants;

C. The costs of training inclutling the cost of lodging and meals to meet the

requirements of laws, tules, o[ regulations for keeping an employee's salary, status, or position or to

maintain or update skills needed in performing the employee's present duties; and

D. The costs oftravel necessary for training programs for dietitians required to maintain

Iicensure, ceft ifi cation, or professionaI standards.

SECTION 6.020 Laundry and linen services. The costs listed in items A and B ale to be reported

in the laundry and linen servises cost category:
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A. Direct costs ofhousekeeping supplies, includirrg cleanirg and lavatory supplies; and

B. The salaries and wages ofthe supervisor, housekeepers, and othel cleaning personnel

SECTION 6.030 Housekeeping sewices. The costs listed in iterns A and B are to be reported in the

housekeeping services cost category:

A. Direct costs ofhousekeeping suppìies, iucluding cleaning and lavatory supplies; and

B. The salaries and wages of the supervisor', housekeepets, and other cleaning personuel

SECTION 6.040 Plant operation and mâ¡ntenance selvices, The costs listed in itenrs A to D are to

be leported iu the plant opemtions and maintenance cost category:

A. Direct costs for mainfelìance and operation offhe building and grounds, including fuel,
electriciff, water, sewer, supplies, tools, and repairs which are not capitalized;

B. The salaries and wages ofthe supervisor, engineers, heating-plant employees, independent

contractors, and other maintenance personnel:

C. The cost ofrequired licenses ancl permits requiled for operation of the nursing facility: and

D. Cost ofthe provider surcharge.

SECTION 6.050 Nursing serryices. Direct costs associated with nursing services identified ill items

A to Y, are to be included in the nursing seivices cost category:

A, Nursirg assessment ofthe health status ofthe resiclent and planning ofapplopriate
interveutions to overcotne identified problerns and maximize residellt strengths;

B. Bedside care and services;

C. Care and services according to the order ofthe attendhrg physicians;

D. Monitoring procedures such as vital signs, urine testing, weight, intake ald outpùt, and

obselvatiolì ofthe body system;

E. Adrninistration oforal, sublingual, rectal, and local tnedications topically applied, and

appropliate recording of the resident's respolìses;
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F. Drawing blood ancl collecting specilnens for submission to laboratories;

G. Prevention of skin irlitation and decubitus ulcers;

H. Routine changing of dressings;

I. Training, assistance, and encouragement for self-care as required for feeding, glooming,

arnbulation, toilet, and other activities of daily living including móvement witltiu tbe nursing facility;

J, Supportive assistance and training in resident transfer techniques iucluding transfer from

bed to wheelchail or wheelchajr to commode;

K. Care ofresidellts with câsts, braces, splints, and other appliances requiring nursing care or

supervision;

L. Care ofresidents with belravior problems and severe emotional problems requiring nursing

care or supervision;

M. Adrninistlation of oxygen;

N. Use of nebulizers;

O. Maintenance care of residellt's colostomy, ileostomy, and urostomy;

P. Administration of parenteral medications, including intravenous solutìons;

Q. Adrninistration of tube feedings;

R. Nasopharyngeal aspiration required for mainteuance ofa clean airway;

S. Care ofsuprapubic catheters and urethral cathetels;

T. Care oftracheostomy, gastrostomy, and other tubes in a body;

U. Costs ofequipment and supplies that are usedto compleurent the services inthe nursing

services cost categoly, including items stocked at uursing stations or on the floor and distributed or

used individually, including: alcohol, applicators, colloÍì balls, incontinence pads, disposable ice

bags, dressings, bandages, water pitclìers, tongue depressors, disposable gloves, enetnas, enema

equipment, soap and water, medication cups, diapels, plastic waste bags' sanitary products,

thennometers, hypoderrnic needles and syringes, and clirlical reagents or similat diagnostic agents,
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and dlugs which are not paid on a separafe fee schedule by the rnedical assistance program or any

other payer¡

V. Costs for education or training including the cost of lodging and meals of nursing service
personnel. Educational costs are limited to either meetilìg the requirements of laws or rules or
keeping an employee's salary, status, or position or fol mailttaining or updating skills ueeded in

pelfornring the employee's present duties, except that training to become a nurses aid is an allowable
cost;

W. The salaries and wages ofpersons pedorming nursing services including salaries ofthe
clirector, and assistant dilector ofnuÍsing, supewising uurses, medical records personnel, registered
plofessional nurses, licensed practical nurses, nurses aides, orderlies, and attelldants;

X. The salaries offees ofmedical director', physicians, or other plofessíonals performing

consulting services on medical cale which are Íìot reimbursed sepatately on a fee for service basis;

and

Y.. The costs oftravel necessary for training programs for nursing personnel required to

maintain licensule. certification, or professional standards.

SECTION 6.060 Other care-relâted serrices. The costs listed in items A to D ale to be reported in

the other care-related services cost category:

A. Direct costs ofother care-related sewices, such as recreatioual or religious activities, arts

and crafts, pets, and social services which are not reimbursed separately on a fee for service basis;

B. The salaries and wages ofrecreationâl tlierapists and aides, rehabilitation therapisfs and

aicles, chaplains, ar1s and crafts instructors and aides, social workers arrd aides, and other care-related

persounel including salaries or fees of professional perfonning consultation services in these areas

which are not reimbursed sepatately on a fee for service basis;

C. The costs of training including the cost of lodging and meals to meet the requiretnenfs of
laws ot rules for keeping an employee's salary, status, or position, ol to mâintain or update skills

needed in performing the employee's plesent duties; and

D. Telephone, television, and radio services provided in areas designated for use by the

general resident population, such as lounges and recreation roons and the charge oftransferring a

resident's plrone from oue room to anothet within the same nursing facility.

SECTION 6.070 General and âdministrative services. Direct costs for administering the overall

activities ofthe nursing facility are included in the general and administrative cost category. These
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direct costs include:

A. Business office functions;

B. Travel expenses other thau travel expenses reported under dietary selvices and those under

nursing services.

C. All rnotor vehicle operating expenses;

D. Telephone and telegraph charges;

E. Office supplies;

F. Insurance, except as included as a fiinge benefit;

G. Personnel recruitlnent costs including help wanted advertising;

H. The salaries, wages, ol fees of administrators, assistant administrators, accountitrg and

clerical personnel, data plocessing petsonnel, a d receptionists;

|. Professional fees for services such as legal, accounting, and data processing servìces;

J. Managetnent fees, and the cost ofmanagetnent and administrative consultants;

K. Central, affiliated, ot corporate office costs excludittg the cost ofdepreciable equipment

used by individual nursing facilities which are included in the computat¡on ofthe properfy-related

paymer'ìt rafe and those costs specified in Section 3.040, items A and B;

L. Business meetings aud seminars;

M. Postage;

N. Training including the cost of lodging and meals for malagement personnel and personnel

not related to clirect resident care if tlre training either Íìleets the Tequirements of laws, rules, ot'

reg¡lations to keep an employee's salary, status, or position or maintains or updates skills needed to

perform the employee's present duties;

O. Melnbership fees for associations and professional organizations which are directly Ielated

to resident care;
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P. Subscriptions to periodicals which are directly related to the operation oftlie nursing
facility;

Q. Security services or security personnel;

R. Joint conmissíon on accreditation ofhospitals survey;

S. Advettising;

T. Board ofdirector's fees;

U. Interest olì working capital debt;

V. Bad debts and fees paid for collection ofbad debts provided that the conditions in

subitems (1) to (4) are met:

(1) the bad debt results florm nonpayment ofthe payrnent rate or part ofthe payment rate;

(2) the nursing facility documents that reasonable collection effotts have been made, the

debt was uncollectible, and there is no likelihood of future recovery;

(3) the collection fee does not exceed the amount ofthe bad debt; and

(4) the debt does not result from the nursing facili!'s failure to cornply wìth federal and

state laws, state rules, and federal regulations.

W. The poltion ofpreopening costs capitalized as a deferred charge and amottized over a

period of 120 consecutive months beginning with the month in which a resident first Iesides in a

newly-constructed nursing facility;

X. The cost of meals incurred as a result ofrequired overnight business related travel; and

Y. Any costs whiclr cannot be specifically classified to another cost category.

SECTION 6.080 Payroll taxes, fringe benefits, and clerical training. Only the costs identified in

items A to I are to be reported in the payroll taxes, fi'inge benefits, and clerical training cost category;

A. The employer's share ofthe social security withholding tax:

B. State and federal unemployment compensation taxes ol costs;



STATE: MINNESOTA
Effective: Ianuary l, 2017
TN: l7-01
Apploved:
Supercedes

ATTACHMENT 4.19-D (NF)
Page 38

JUN 21 2017
r6-04(15-10, r4-13, 13-16, t2-23, 12-1s,12-|,1-26, ll-17. ll-13, il-08,0-2s,
l0-15, 10-13, 09-26, 08-1 8, 08-15, 07-l 0, 07 -07 ,06- I 3, 05- l4)

C. Gloup life insurance;

D. Group health and dental insutance;

E. Workers' compensation insutance including self-insured plans specified in Section 6.083;

F. Either a pension plan or profit-sharing plau, approved by the Unifed States Internal
Revenue Service including IRS Section 403 (b) and 408 (k), but not both fol the sarne employee;

C. Covernmental requiled retirement contributions;

H. Uniform allowance; and

I. Costs of training clerical personrrel hcluding the cost of meals and lodging.

SECTION 6.083 lVorkers compensation self-insurance. The Deparlment shall allow as wolkers'
cornpeÍìsation insurance costs tlìe costs of wotkers' compensation coverage obtained under the
following conditions:

A. A plan approved by the Conirnissioner ofcommerce as a Minnesota group or individual
self-ir.rsurance plan.

B. A plan in which:
(1) The nursing facility, directly or indirectly, purchases workers' compensation coverage

lrom an aulhorized insurance canier;

(2) A related organizatiot"t to the nursing facility reinsures the wol kel s' coÍnpensation
coverage purchased, directly or indirectly, by the nursirrg facility; and

(3) All of the conditions in itern D are tnet;

C. A plan in which:

(l ) the nursing facility, directly or indirectly, purchases wolkers' compensation coverage

lrom an authorized insurance carlier:

(2) the insurance premiunr is calculated retrospectively, including a maximum premiuu.t

lhnit, and paid using the paid loss retro method; and
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(3) all ofthe conditions in item D are tnet;

D. Additional conditions a¡e:

(1) the costs ofthe plan are allowable under the federal Medicare pÍogram;

(2) the reserves for the plan âre maintained in an âcoount controlled and adrninistered by

a person which is not a related organizatiorì to tlre rrursing facility;

(3) the leserves fol the plan canlìot be used, directly or indirectly, as collateral for debts

incul'red or otlrer obligations ofthe nursing facility or related organizations to the nursing facility:

(4) ifthe plan provides workers' conrpensation coverage for non-Minnesota nursing

facilities, the plan's cost methodology must be consisterìt among all nursing facilities covered by the

plan, and ifreasonable, is allowed notwithstanding any reimbursement laws regarding cost allocatìon

to the contrary;

(5) central, affiliated, corporate, or nursing facility costs related 10 tlteir administration of
the plal are costs which rnust remain in the nursing facility's adlrin istrative

cost category ând must not be allocated to other cost categories;

(6) required security deposits, wlìether in the form of cash, investments, securities, assets,

letters ofcredit, or in any other form are not allowable costs fot'purposes ofestablishing the facilities
paynìent rate; and

(7) for the rate year beginning on July I , 1998, a group ofnursing facìlities related by

common ownership that self-insures workers' compensation rnay allocate its directly identified costs

of self-insulirrg its Miunesota nul sing facility workers among tlrose nulsing facilities in the group that

are paid under this section or Section 22.000. The rnethod ofcost allocation is based on the ratio of
each ¡ursing facility's total allowable salaries and wages to that ofthe nursing facility group's total

allowable salaries and wages, then similarly allocated within each rrursing facility's operated cost

categofies. The costs associated with tlre adrninistration ofthe group's self-insurance plan tnust

remain classified in the nursing facility's administlative cost category A written request ofthe
nursing lacility gloup's election to use this alternative method ofallocation of self-insut ance costs

r.r.rust have been received by the Departnent no later than May I , 1998, to take effect on July 1 , 1998,

or such costs will continue to be allocated under the existìng cost allocation methods. Once a nursing

facility group elects this lnethod of cost allocation for its workers' cornpetrsation selÊinsurance costs,

it rernairs in effect until such time as the group tro longer self-itrsures these costs.

E. Any costs allowed pursuant to items A to C are subject to the following requirements:
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(l) lfthe nursing facilify is sold ol otlrerwise ceases operations, the plan's reserves must

be subject to an actuarially based settle-up after 36 months fron the date of sale or the date on which
operations ceased. Tlle facility's nredical assistance portion of the total excess plan reserves must be

paid to tlre State within 30 days following the date on which excess plan reserves are deterrnined.

(2) Any distributioD of excess plan reserves lnade to or withdtawals lì'ìade by the nulsing
facility or a related organ¡zat¡on are applicable credits and must be used to reduce the nursing
facility's wolkers' compensation costs in the repolting period in which a distribution or withdrawal is

received.

(3) If reimbursement fot the plan is sought under the federal Medicare program, and is

aùdited pursuant to the Medicare Progrân, the nursing facility must provide a copy of Medicare's

final audit report, including attachments and exhibits, to the Comtnissioner within 30 days ofreceipt
by the nursing facility ol any related organization. The Depaftment shall implement the audit findings
associated with the plan upon receipt of Medicare's final audit repofi. The Department's authority to
implement the audit findings is independent of its authority to corduct a field audit.

F. The Department shall have authority to adopt emergency lules to implement this Section.

SECTION 6.084. Group heålth, dental, or life insurance. Fot the rate year beginning on July 1 ,

1998, a group of nursing facilities related by common ownership that self-insures group health, dental

or life insurance lray allocate its directly identified costs of self-insuring its Miunesota nursing facility
workers pursuant to Secfion 6.083, item D, subitern (7). The method ofcost allocation is the same as

in Section 6.083, item D, subitenr (7). The costs associated with the administlation ofthe group's

self-insurance plan lnust remain classified in the nursing facility's administrative cost category A
wr.iflen lequest ofthe nursing facility gloup's election to use tlìis alternate method of allocation of
selÊinsurance costs must be leceivecl by the Departlnent rlo later than May I , 1998, to take effecf olr

Ju ly I , 1998, or such costs will continue to be allocated under the existing cost allocation methods.

Once a nursing facility group elects this method ofcost allocâtion for its group lrealth, dental, or life
insurance self-insurance costs, it remains in effect until such time as the gtoup no longer self-insutes

these costs.

SECTION 6.090 R€al estate taxes and special assessments. Real estate taxes and special

assesslneÌìts for each nursing facility are to be leported in the real estate taxes and special assessments

cost category. In addition, payments made in lieu ofreâl esfate taxes, unless such payments were

made under a legally enforceable irrevocable written contract entered

into prior to August 3 l, 1 983, must be reported in this cost category.

SECTION 7.OOO DSTABLISHMENT OF GEOGRAPHIC GROUPS
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SECTION 7.010 Classificâtion process. The Cornmissioner shall classify Minnesota nursing

facilities accord¡ng to their geoglaphic location.

SECTION 7.020 Group 1. All nursing facilities in Beltrarri, Big Stone, Cass, Chippewa,

Clearwater, Cottonwood, Crow Wing, Hubbard, Jackson, Kandiyohi, Lac Qui Palle, Lake of the

Woods, Lincoln, Lyon, Mahuotnen, Meeker, Morlison, Murray, Nobles, Pipestone, Redwood'
Renville, Rock, Swift, Todd, Yellow Medicine, and Wadena cout'tties must be placed in geographic

gtoup I .

SECTION 7.030 Group 2. All nursing facilities in oounties other than the counties listed in group I

and group 3 nust be placed in geoglaphic group 2.

SECTION 7.040 Group 3, All nursing facilities in Aitkin, Anoka, Carlton, Carver', Cook, Dakota,

IJennepirr, Itasca, Koochiching, Lake, Ramsey, St. Louis, Scott, and Washington coulìties tnust be

placed in geograph¡c group 3.

SECTION 7.050 Exceptions.

A. Facilities in geographic Group I (lowest cost) may have their rates calculated based on the

highest of the limits within Group 2 (rniddle cost) or Group 1. This exception is glanted if it is to the

facility's benefit and is done automatically at the time of tatesetting. ln the event an exception is
granted, efficiency paylnents ale based on Group I lirnits.

B. Effective July 1, 2006, nursing facilities in Benton, Sherburne, and Stearns counties shall

receive an operating rate ircrease to the median late of Group 3 facilities

SECTION 8.OOO DETDRMINATION AND ALLOCATION OF N'RINGE BENEFITS AND
PAYROLL TAXES, FOOD COSTS, AND DIDTICIAN CONSULTING FEES

SECTION 8.010 Fringe benefits and pâyroll taxes until July 1,2001. Fringe benefits and payloll

taxes must be allocated to case mix, other care-related costs, and other opelating costs accolding to

itelns A to E.

A. Fol the rate yeals beginning on or after July 1, 1988, all of the nulsing facility's fringe

benefits and payroll taxes must be classified to the operating cost categories, based on clirect

identificatio¡. Ifdirect identification cannot be used for all the nursing facility's fringe benefits and

payroll taxes, the allocation method ill items B to E must be used.

B. Fri¡ge benefits and payroll taxes must be allocated to case mix operating costs iu the sanre
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pl oportion to salaries reported under the nursing selvice category.

C. Fringe benefits ancl payroll taxes must be allocated to other care-related sosts in the same

propoltion to salaries reported under the otlìer care-related services category.

D. Fringe benefìts and paylolltaxes rnust be allocated to other operatillg costs hr the same

proporlion to salaries reported under dietaty, laundry and linen, liousekeeping, plant operation and

rnaintenance services, and the genetal and administl'ative categories.

E. For any nursing facilif thât caÍìnot separâtely repofi each salâly componeÍìt ofan
operating cost câtegory, the Department shall determine the fri¡rge beuefits and payroll taxes to be

allocated under this subpart according to the following:( I ) The Department shall surn the allowable

salaries for all nursirg facilities separately reporting allowable salaries in eaclì cost category, by cost

category and in total.

(2) Tlìe Departlr]ent shall determine the râtio of the total allowable salaries in each cost

câtegory to tlie total allowable salaries in all cost categories, based on the totals in subitem (l ).

(3) The nursing facility's totâl allowable fringe benefits and payroll ta.xes rnust be

multiplied by each ratio determined in subitern (2) to deternìine tlìe amount of payroll taxes and fi inge

benefits allocatecl to each cost category fot'the nursing faciliÇ under this item

(4) lf a nursing facility's salary for auy nul siug, dietary, laundty, housekeepirig, plant

operation and maintellaDce, other care-related servises and general and administrative operating cost

categories, is zel.o and the services provided to the nulsing faciliq, in that operating cost category are

not performed by a related organizatiot't, the nursing facility must reclassify one dollar to a salary cost

line in the operating cost category. For rate years beginning on or aftet July 1 , I989, the Department

shall include a nursing facility's reported public errployee retirement act contribution for the repolting
year as apportioned to the care-related operating cost categories multiplìed by the appropriate

composite index.

SECTION 8.020 Determination of food costs until July 1, 1999. The Department shall determitle

the costs of food to be included in other care-related costs accordirtg to items A and B.

A. For any nulsing facility separately reporting food costs, food costs shall be the allowable

food costs as reported under the dietary sewices cost category.

B. For any nursing facility that cal'ìnot separately report the cost of food under the dietary

services cost category, the Depârtment shall detennirre the average latio of food costs to total dietary

costs for all nutshrg facilities that separately repofied food costs. The nursiltg facility's total allowable

dietary costs must be multiplied by the average ratio to deteflnine the food costs for the nursing
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facility,

SECTION 8.030 Determination of dietician consulting fees until July 1, 1999. The Department

shall determine the dietician consulting fees to be included in other care-related costs according to

items A and B.

A. For any nursing facility sepdâtely repofiing dietician consulting fees, the dietician
consulting fees shall be the allowable dietician consulting fees teported under the dietaty servìces cost

category.

B. For auy nursing facility tlìat has not separately reported dietician consulting fees, the

Department shall detennine the average cost per licensed bed of allowable dietician consulting fees

for all nursing facilities that separately repolted dietician consultirtg fees. The nursing facility's total

number of liceused beds must be multiplied by the average cost per bed to determine tlìe dietician

consulting fees for the nursing facility.

SECTION 9.OOO DETERMINATION OF THD ALLO\ryABLE HISTORICAL OPERATING
COST PER DIEMS

SECTION 9.010 Review and adjustment ofcosts. The Department shall anuually review and adjust

the operating costs reported by the nursing facility during the rcpoÍìng year preceding the rate year to

detemrine the nursing facility's actual allowable historical operating costs

SECTION 9.020 Standardized resident days. Each nursing facility's standaldized resident days

must be determined in accordance with itetns A to B.

A. The nursing facility's resident days for the reporting year h each rcsident class tnust be

multiplied by the weight for that resident class.

B. The amounts determined in item A must be summed to determine the nursing facility's

standardized resident days for the reporting year.

sEcTloN 9.030 Allowable historical case mix operating cost standardized per diem. until July

I , 1999, the allowable historical case mix operating cost standardized pel diem must be cornputed by

the standardized resident days determined ìn Section 9.020.

SECTION 9.040 Allowable histor¡cal other care-related operating cost per diem. Until July 1,

1999, the allowable historical other care-relatecl operating cost per diem must be computed by

dividi¡g the allowable lìistorical other care-related operating costs by the nunrber ofresident days in

the nursing facilif's reporting year.
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SECTION 9.050 Allowable historical other operating cost per diem. UntilJuly 1,1999,the
allowable historical other operating cost pel diem must be computed by dividing the allowable
historical other operating costs by the number ofresidertt days in the nursing facility's reporting year

SECTION IO,OOO DETERMINATION OF OPERATING COST ADJUSTMENT FACTORS
AND LIMITS

SECTION I0.010 Annual adjustment factors through June30, 1999. The annual adjustment

factors will be determined accot'ding to items A and C.

A. The forecasted consumer price index for a nursing facility's allowable operat¡ng cost per

diems shall be determined using Data Resources, lnc. forecast for the change in the nursing facility
market basket between the rnid point of the repotfing year and the rnid point ofthe rate year. Fol
these purposes, the indices as folecasted by Data Resources, ìnc. in the fourth quarter of the calendar
year preceding the rate year will be utilized.

B. For rate years beginning on or after July 1,1994,the Department will index the prior
year's operating cost limits by the percentage change in the Dâta Resources, lnc., nursing home

market basket between the midpoint ofthe current reporting year and the midpoint ofthe previous

reportìng year. The Depâftment will use the indices as forecasted by Datâ Resources, Inc , in the

fourth quarter ofthe calendar year pleceding the rate yeal'.

C. Fol the nine month rate period beginning O ctober l, 1992, the 21-lnonth inflation factor

for operating costs ìn item B shall be increased by an annualization of seven-tentlls ofone percent

rounded to the nearest tenth pelcent.

SECTION 10.020 Base year limits. Until July 1 , 1999, for each geographic group tìre base year

operating costs lirnits must be determined according to items A and B. No redetermination ofthe
base year operating costs limits shall be made due to audit adjustments or appeal settlement. For

purposes of this sectiou, a new base year is established for the rate year beginning Ju ly l, 1992, and

July 1,1993.
A. The adjusted care¡'elated limits must be indexed as in Sections 1 l .01 0 and 1 1 020. The

adjusted other operating cost limits must be indexed as in Sections I 1.030 and I I .040.

B. The Department shall disallow any portíon ofthe general and administ|ative cost category,

exclusive offringe benefits and payroll taxes, that exceeds tlie percent ofthe allowable expenditures

in all operati¡g cost categories except ftinge benefits, payroll taxes, and genelal and administrative as

in subitens (l) to (3). For the purpose ofconrputing the amount of disallowed general and

administrative cost, the nursing facility's professional liability and ploperty insulance must be
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excluded from the general and adlninisttative cost category. For purposes ofthis itern, the term
property insurance rneans genelal liability coverage for pelsonal injury ìncurred on the nursing facility
ploperty and coverage against loss or damage to the build¡ng, building contents, and the ploperty of
others olr d'ìe premises ofthe nursing facility. Property insurarrce does not include any coverage for
items such as automobiles, loss ofearnings, arrd extra expenses. ''

(l) Ifthe nursing facilíty's licensed beds exceed 195 licensed beds, the general and

adrninistrative cost category limitation shall be l3 percent.

(2) lf the nulsing facilþ's licensed beds al€ rnoÍe tlìan 150 liceused beds, but less tharr

196 licensed beds, the general and admin¡strative cost category limitation shall be 14 percellt; or

(3) Ifthe nursing facility's licensed beds is less than l5l licensed beds, the general and

administrative cost categoly limitation sliall remain at 15 percent

SECTION I 0.030 Indexed limits. Until July 1, I999, the total carc related operâtirrg cost lifirit and

the other opelating cost limit must be determined under items A and B.

A. The annual adjustrnent factol for case mix and othel care related operating costs for the

cul rent reporting year as determined in Section I 0.010 must be divided by the con'esponding annual

adjustrnent factor for the previous reporting year.

B. The annual adjustÍìÌent factor for other operating costs for the current reporting year as

cletermined in Section I 0.01 0 must be divided by the conesponding annual adjustrnent factor for the

previous repoft ing year.

SECTION 11.OOO DETERMINATION OF OPDRATING COST PAYMENT RATE

SECTION I 1.010 Nonacljusted case mix ând other câre-relâted payment rate. Until July l,
1999, for each nursing facility, the nonadjusted case mix and other care-related payment rate fol' eâch

resident class must be determined according to items A to D

A. The ¡ursing home's allowable historical case mix operating cost stândardized pel diern

must be multiplied by the weiglrt for each resident class.

B. The allowable historical other care-related operating cost per diem rnust be added to each

weighted per diem established in itern A.

C. lfthe arnount determined in item B for each resident class is below the Iimit for that

resident class and group iten C, the nursing facility's nonadjusted case tnix and other care-related
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payment rate must be tlre amount determined in item B for each resident class.

D. lf the amount determined in item B for each resident class is at or above the limit for that

resident class and group, the uursing facility's nonadjusted case mix and other care-related payment

late must be set at the limit.

SECTION I I .020 Adjusted prospective case mix and other care-relât€d payment rate. Until
July 1,1999, for each nursing facìlif, the adjusted prospective case mix alrd other care-related
payrnent r.ate for each resident class must be the nonadjusted case mix and other care-related payment

rate nrultiplied by the case mix and othet care-related ad.iustlÌent factor.

SECTION 11.030 Nonadjusted other operating cost payment rât€' Until July l, 1999, the

nonadjusted other operatiug cost pâyment rate must be detertnined accot'ding to iten.rs A and B.

A. If the allowable historical other operating cost per dietn is below the limit for that group

the nursing facility's nonadjusted otlier opelating cost payment rate must be the allowable historical

other operâting cost per dietn.

B. lfthe allowable historical other operâting cost per diem is at ot above the lilnit fot that

group the nursing facility's nonadjusted other operating cost payment rate must be set at that limit.

SECTION 11.040 Adjusted prospective other operating cost payment ratc until July l, 1999.

The adj¡sted prospective other operating cost payment rate must be detertnined according to iterns A

to C.

A. Except as provided in item B, if the nulsing facility's nonadjusted other operating cost

payment rate is below the limit for that group, the nursing facility's adjusted prospective other

operating cost payment rate must be the nonadjusted other operating cost payment râte determined in

Section I 1 .030, itern A, multiplied by the other operating cost adjustrnent factor plus, for the rate

years before July 1,1999,an efflrciency incentive equal to the differcnce between the other operating

cost limits in each geograplric gloup and the nonadjusted other operating cost payment rate in Section

I ì .030, up to the maxintum set forth in Sectiori 1 1.047 , item C'

B. For any sholt length of stay facilif and any nursing facility licensed on June 1, I 983 by

the Depâdment to plovide residential services for the physically handicapped that is under the lilrits,
the n¡rsi¡g facility's adjusted prospective othel operating cost payment rate mttst be the nonadjusted

other operating cost payment rate determined in Section 1 1.030, item A, multiplied by the other

operating cost adjustment factor determined in Section 10.01 0, item B, plus, for the rate years before

July 1,1999, an efficiency incentive equaì to the difference behveeu the other opelating cost limits for

lrospital attaclred ¡ursing fasilities in each geographic group, and the nonadjusted other operating cost
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paynent rate in Section 1 1.030, up to the tnaximum set folth in Section I I .047, item C.

C. If the nursing facility's nonadjusted othel operating cost paynlent râte is at or above the

limit for tlìat gtoùp, the nursing facility's adjusted prospective other opelating cost payment rate Inust

be the nonadjusted other operating cost payrnerìt rate determined in Section I 1.030, item B, multiplied
by the other operating cost adjustrnerrt factor detennined in Section 10.010, item B.

SECTION 11.042 Dfficiency incentive reductions for substandard care. For rate yeals beginning
on or after July l, 1991, the efficiency ince tive established i¡ Section 11.047, item C, shallbe
reduced ol eliminated for nulsing facilities determined by the Commissioner ofhealth to have

uncorrected or repeated violations which create a risk to tesident care, safety, or lights, except for
uncorrected or repeated violations relating to a facility's physical plant. Upon being notified by tìre

Commissioner ofhealth ofuncorrected or repeated violations, the Comrnissioner ofhuman services

shall lequire the nursing facilif to use efficiency incentive payments to correct the violations. The

Commissioner of human services shall requile fhe nulsing facili{ to forfeit efficiency illcentive
payments for failure to con'ect the violations. Any forfeiture shall be limited to the amount necessary

to correct the violation.

SECTION 11.046 Changes to nursing facility reimburs€ment beginning July I, 1996. The

nursing facility reirnbursement changes in items A through G are effective for one rate year beginning

July l, 1996. ln addition, the Depa¡tment must deterÍìrille nursing facility payrnerrt rates forthis rate

yeal without legald to the changes in this section. the results of which will serve as the basis for
allowed costs in the following rate ycal's.

A. Except for purposes oftlre computation ofthe efficiency incentive in approved State plan

amendrnent TN 99-10, Section I 1 .045, item D, which described the methodology for computing a

nu¡si¡g faciliff's efficiency incentive for rates on or after July I , 1995, the operating cost limits in
Section 1 0.020, items A and B, and Section I 6.138 do not apply.

B. Notwithstanding applovecl State plan arnendment TN 99-10, Sectioll 11.045,itemE,
subitem (2), which specified tlrat the Nursing Home Market Basket forecasted inclex for allowable

operâling costs and per diems was based on the 12-month perìocf between the midpoints ofthe two

reporting years preceding the July I , 1995 rate year, the operating cost limits in Section 1 0.020, items

A and B are indexed for inflation as in Section 10.010, item B.

C. The high cost nursing facility limit in approved State plan amendment TN 99- I 0, Section

1 I .045, item B, which described how the high cost limit was determined for the July I , 1995 rate

year, does not apply.

D. The spend-up linìit in approved State plall amendment TN 99-10, Section I I .045, item A,
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subitem (2), which described the allowable operating cost per diem limit, is rnodified as in subitems
(l)to(3).

(l) For those nursing facilities in each grouping whose case mix A opetating cost per

die¡r is at ol above the median pÌus 1.0 standard deviation ofthe array, the nursing facility's
allowable opelating cost per diern for each case mix category is limited to the lesser ofthe prior

leporting year's allowable operating cost per diems plus the inflation factor in apploved State plan

amendmerrt TN 99-10, Section 1 I .045, item E, subitem (2), which specified that the Nursing hotne

Market Basket forecasted index for allowable operating costs and pet diems was based on the 12-

month period between the midpoints of tlre two reporting yeârs preceding the July l, 1995 rate year,

or the current reporting year's corresponding allowable operating cost per diem.

(2) For those nursing facilities in each grouping whose case mix A operâting cost per

diern is between .5 and L0 standard deviation above the median ofthe array, the nursing facility's
allowable operating cost per diem for each case mix categoly is limited to the lesser of tÌre prior

reportìng year,s allowable operating cost per diems plus tlie inflation factor in approved State plan

amendment TN 99-l 0, Section 1 I .045, itern E, subitem (2), described in subitem ( I ), above, increased

by one percenfage point, or the currenf reporting year's corresponding allowable operating cost per

diem.

(3) For those nursìng facilities in each glouping wlrose case mix A operatillg cost per

diern is equal to or below .5 standard deviation above the median ofthe array, the nursing facility's
allowable oper.ating cost per diem is lilnited to the lesser ofthe prior reporting year's allowable

operating cost per diems plus the inflation factor in approved State plan amendment TN 99-

10, Section I 1.045, item E, subitem (2), described in subitem (l), above, increased by two percentâge

points, or the current reporting year's correspondilrg allowable operating cost per dien.

E. A nu¡sing facility licensed by the State to provide services fol the physically handicapped

shall be exenrpt froln the cale related portion ofthe limit in approved State plan amerldment TN 99-

10, Section I L045, itern A, subitern (2), which described the allowable operating cost pel diem lirnit.

F. Any reductions to the combined operating cost per diern shall be divided proportionally

between the care-related and other operating cost per diems.

G. Each nursing facility's payment rate, except those nursing facilities whose payment rates

are establislied under Section 22.000, ate increased by $.06 per resident pet day.

SECTION 1 1.047 Changes to nursing facility reimbursement beginning July 1, 1997. The

nursing facility reimbursement clranges in items A througlr L shall apply, in the sequence specified,

beginning July 1, 1997.
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A. For rate years beginning on July I, 1997 or July l, 1998, the nulsing facility's allowable
operating pel diern for each case mix category fol each rate yeat shall be limited as descl ibed below.

For rate years beginning on July 1, 1997 or July I , 1998, nursing facilities shall be

divíded into two gloups, freestanding and nonfreestand ing, within each geographic group. A
nonfi'eestandhrg nursing facility is a nursing facility whose othel operating cost per diem is subject to

the lirnits contained in Sections 20.025,20.030, or 20.035. All othel nurshrg facilities shall be

consiclercd freestanding nursing facilities. All nursing facilities in each grouping will be arrayed by

their allowable case mix A operatjng cost pel diem. In calculafing a nulsing facility's operating cost
pel diem for this purpose, the raw food cost per dieni related to ploviding special diets that are based

on religious beliefs, as detelmined in Section 8.020, itern B, shallbe excluded.

For those nursing facilities in each grouping whose case mix A operatilg cost per diem:

(a) is at or below the median ofthe array, the nursing facility's allowable opelating

cost per diern for each case mix category shall be limited to the lesser ofthe plior repofting year's

allowable operating cost per diern by computing numing facility payment rates based on the payment

rate methodology in effect on Malch l, 1996 (see approved State plan amendmelìt TN 99-10, Section

I 1,045), plus the inflation factor as established in itern D, subitem (2), itlcreased by two percentage

points, or the curreut reporting year's colresponding allowable operating cost per diem; or

(b) is above the median of the array, the nursing facility's allowable operating cost per

diem for.each case mix category shall be limited to the lesser ofthe priot repolting year's allowable

operat¡ng cost per dierns by computing nursing facility paynrent rates based on the payment mte

lrethodology in effect on March l, I 996 (see apploved State plan arnendment TN 99- 10, Section

1 1.045) plus the inflation factor as established in item D, sttbitem (2), increased by otre petcentage

point, ol the current repofiing year's colrespotrding allowable operating cost per dienr.

(c) For the purposes of this iter,r, ifa nursing facility repoús on its cost report a

reduction in cost due to a refund or credit for a rate year beginning on or after Jttly l, 1998, the

Department will inclease that facility's spend-up lilnit fol the rate year followhrg the cullent rate year

by the amount ofthe cost reduction divided by its resident days for the reporting year preceding the

rate year in whicli the adjtÌstrent is to be made.

B. For rate years beginning on July l, 1997 or July l, 1998, the allowable operating cost per

diems for high cost nursing facilities shall be limited as described. After application ofthe limits in

item A to each nursing facility's operating cost per diems, nursjng facilities shall be divided into two
groups, freestanding or nonfi eestandilrg, and arrayed within these groupitgs accolding to allowable

case tnix A opelating cost per dierns.
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ln caiculating â nursing facility's operating cost per diem for this purpose, the raw food cost per diem
related to providing special diets that are based on religions beliefs, as determined in Section 8.020,
item B, shall be excluded.

For those nulsing facilities in each groupìng whose case rnix A operating cost pel dierns exceeds 1.0

standard deviation above the median, tlre allowable operating cost per diems will be reduced by three
percent. For those nursing facilities in each groupittg whose case mix A operating cost per diem
exceeds 0.5 standard deviation above the median but is less than or equal to L0 standald above the
median, the allowable operating cost per diems will be reduced by two percent. However, in no case

shall a nurshrg facìlity's operating cost per cliem be reduced below its grouping's limit established at

0.5 standard deviations above the median.

C. Fol Íate yeals beginnhrg on July 1,1997 orJuly l, 1998, a nursing facility's efficiency
incentive shall be determined by fìrst computing the allowable difference, which is the lessel of $4.50
or the amount by which the facility's other operating cost limit exceeds its nonadjusted other

operating cost pel diem for that rate year'. Then, the efficiency incentive is cotnputed by:

( I ) Subtracting the allowable difference flom $4.50 and d ividing the result by $4.50;

(2)Multiplying 0.20 by the ratio resulting frorn subitem (l);

(3)Adding 0.50 to the resuÌt from subitem (2); and

(4)Multiplying the result fi'onr subitem (3) times the allowable difference.

The nursing facility's efficiency incentive payment shall be the lesser of $2.25 ol the pr oduct obtained

through calculations of subitens (1 ) througlt (4).

D. For rate yeals beginning on July l, 1997 or July 1, 1998, the forecasted price index for a
nursing facility's allowable operating cost per diems shall be determined under subitems (1) and (2)

using the change in the Consumer Price Index - All ltems (United States cify average) (CPI-U) as

forecasted by Data Resources, Inc. The indices as forccasted in the fourth quarter ofthe calendal year

preceding the rate year shall be used.

(l )The CPI-U forecasted index for allowable operating cost per dielns shall be based on

the 2l-nionth period from the midpoint ofthe nursing facility's reporting year to the rnidpoint ofthe
late year following the reporting year'.

(2) For rate years beginning on July 1, 1997 or July 1, 1998, the forecasted index for



STATE: MINNESOTA
Effective: January l, 2017
TN: l7-01
Appt oved:
Supercedes:

ATTACHMENT 4.I9-D (NF)
Page 5'l

JUN 21 201i
l6-04(15-10, l4-13, l3-16. t2-23, 12-15,12-ll,ll-26,11-17, ll-13, ll-08,0-25,
10-15, 10-13, 09-26, 08-1 8, 08-15, 07 -10, 07 -07, 06-1 3, 05-14)

operating cost lim its referred to in Section 10.01 0, item B, shall be based on the CPI-U for the l2-
month period between the midpoìnts ofthe two repofting years preceding the rate year.

E. AfteL applying these ptovisions for the respective rate years, allowable operating cost per

dierns shall be indexed by the inflation factor provided for in itern D, subitem (1), and the nursittg

facility's efficiency incentive as calculated in item C shallbe added.

F. For the rate years beginning on July 1,1997, July l, 1998, and July l, 1999, a nursing

facility licensed for 40 beds effective May 1 , 1992, with a subsequent increase of 20

Medicare/Medicaid certified beds, effective Jaruary 26,1993, in accordance with an increase in

licensure is exempt from Section 1 1.046, items A to D, and Section I 1 .047, iterns A to D,
respectively.

G. For tlìe rate year beginning July 1, 1997, for a nursing facilif that submitted a ploposal

after January 13,1994, involving replacement of 102 licensed and certified beds and relocation ofthe
existing first facility to â new location, that was apptoved under the State's moratolium exception
process, the operating cost payment rates for the new location shall be detelnined pulsuant to Section

12.000. The relocation approved under the State's moratoritun exceptiou process, and the rate

determiuation allowed under this item lnust lneet the cost neutlality requirements ofthe Stâte's

moratorium exception process. ltems A and B do not apply until the second rate year âfter the settle-

up cost report is filed. Notwithstanding Section 17.000, payments in lieu ofreal estate taxes al'ìd

special assessments payable by the llew location, a non profit corporation, as part oftax increment

financing, shall be included in the paylnent rates determined ùnder this sect¡on for all subsequent rate

years.

Il. For the rate year beginnin g luly l, 1997, for a nursing facility licensed for 94 beds on

September.30, 1996 that applied in October 1993 fof approval ofatotal replacement under the State's

moratorium exception process and completed the approved replacement in June 1995, the Department

shall compute the payment rate with other opetating cost spend-up limit under item A. This atnount is

increased by $3.98, and, after computing the facility's paymenf rate accorcling to tltis Section, the

Deparfinent shall rnake a one-year positive rate adjustment of $3.19 for operating costs related to the

newly constructed total replacement, \Nithout application of items A and B. The facilif 's per diem,

before the $3.19 adjustment, shall be used as the pl'ior reporting year's allowable operating cost per

diem for payment rate calculation for the rate year beginning July l, 1998. A facility described in this

itern is exempt from item B for the rate years beginning July l, 1997 and July 1, I998.

[. For the purpose ofapplying the lirnit in item A, a nursing facility in Kandiyohi County

licensed for 86 beds tlrat was grantecl hospital-attâched status on December I , 1994, shall have the

prior year's allowable care-related per diem increased by $3.207 and the ptior year's other operating

cost per diem increased by 54.777 before adding the hrflation in item D, subitem
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(2), fol the rate year beginning on JttIy 1, 1997 .

J. For the purpose ofapplying the limit stated in item A, a I l7 bed rursing facility located

in Pine County shall have the prior year's allowable other operating cost per diem increased by $ I .50

befole adding the inflation in item D, subitem (2), for the rate year beginning on July I, 1997.

K. For the purpose of applying the lirnit under item A, a nursing facility located in Hibbing
licensed fol 192 beds shall have the prior year's allowable othel'operating cost pet diem increased by

$2.67 lrefore adding the inflation in item D, subitern (2), fot the rate year beginning on July l, 1997.

L. A 49 bed nursing facility located in Norman County destroyed by the spring floods of
1 997 is eligible for total replacement. Tlie nursing facility shall have its operâting cost payment rates

established using the plovisions in Section 12.000, except that the limits in items A and B of this
section shall not apply until after the second rate year after the settle-up cost report is filed. The
property-relâted payment rate is deternlined pursuânt to Section 16.000, taking into account any

federal or stafe flood-related loans or grants.

M. (l ) After computing the payment rate of the 302 bed nursiDg facility in Section I 1.046,

item H, the Depãtlnent rnust rnake a one-year rate adjusturent of $8.62 to the facility's contract
payment rate for tlìe rate effect ofoperating cost changes associated with the facili$'s 1994

downsizing project.

(2) The Department must also add 35 cents to the facility's base properry related

pâylnent rate for the rate effect of reducing its licensed capacity to 290 beds from 302 beds and must

add 83 cents to the facility's real estate tax and special assessment payment rate for paymettts in lieu

ofreal estate taxes. The adjustments in this subitem must remain in effect for the duration ofthe
facility's contract.

SECTION 11.048 Changes to nursing facility r€imbursement beginning July 1, 1998.

A. Forthe purpose of applying the limitin Section 11.047, itern A, a nursing facility irr

Hennepin county licensed for 181 beds on September 30, 1996, has the priol year's allowable care-

lelated per diem increased by $1.455 and the prior year's other operating cost per diem increased by

$0.439 before adding the inflation in Section 1 1.047, item D, subitern (2), for the rate yeal beginning

July l, 1998.

B. For the pulpose of applying the limit in Section l'1.047, item A, a nursing facility in

Hennepin county licensed for l6l beds on Septernber 30, 1996, has tlre prior year's allowable care-

related per dien increased by $ I .l 54 and the plior year's other operating cost pel dieln increased by

$0.256 befole adding the inflation in Section 11 .047, item D, subitem (2), for the rate yeal beginning
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July l, 1998.

C. Fol the purpose of applying the lirnit in Section I I .047, item A, a nursing facility in
Ramsey county licensed for I 76 beds on Septernber 30, 1996, has the priot year's allowable care-

lelated per dierl increased by $.083 and the prior year's otlter opetating cost pet diern incleased by

$0.272 before adding the inflation in Section 1 1.047, item D, subitem (2), for the rate year beginning

Jnly l, 1998.

D. For the pulpose ofapplying the lirnit in Section I L047, ítem A, a nursing facility in

Brown county licensed for 86 beds on Septen.rber'30. 1996, has the prior year's allowable cate-related
per diem increased by S0.850 and the prior year's other operating cost per diem increased by $0.275

before addirg the inflation in Section I 1.047, item D, subitem (2), fol the rate year beginning July 1,

1998.

E. For the rate year beginning July l, 1998, the Departrnent will compute the payment rate for
a nursing facility, wh ich was licensed for I I 0 beds on May l, I 997, was granted approval in Januaty

1994 for a replacenrent and remodeling project under the moratorium exception process and

completed tlre approval replacement and remodeling project on May 14, 1997, by incleasing the other
operating cost spend-up limit under item A by $l .ó4. After computhg the facility's payment late fol
the rate year beginning July l, 1998, accolding to this section, tl'ìe Department will make a one-year

positive rate adjustment of $.48 fol increased real estate taxes tesulting from completion ofthe
moratorium exception project, without application of iterns A and B.

F. For tl, e rate year begiuning July 1, 1998, the Department will compute the payment late for
a nursìng facility exempted from the care-relatecl limits utder Section 20.030, with a minimunr of
thlee-quar.ters of its beds licensed to provide residential services for the physically handicapped, with
the care-related spend-up limit of Section 1l.04'1, iten A, itrcreased by $13.21 for the rate year

beginning JUly l, 1998, without application of Section I L047, item B. For rate years beginning on or

after July 1. 999, the Depaftlnent will exclude that amount in calculating the facility's operating cost

per diern for purposes of applying Section 1 I .047, iiem B.

G. For the rate year beginning July I , I 998, a nursing facility in Canby, Minnesota, licensed

for 75 beds will be r.eimbursed without the limitation imposed in Section I 1.047, iten A, and for rate

years beginning on or after July l, 1999, its base costs will be calculated on the basis of its September

30, 1997 cost repod.

H. Effective July l, 1998, the nursing facility reitnbursement changes in subitetns (1) and (2)

will apply in the sequence specified in this section.

(1) Fol rate years beginning on July l, 1998, the operating cost limits establislted by
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Section 10.020, item B, subitems (l) through (3); Section 16.138; and any previously effective
corresponding limìts in state law or rule do not apply, except tlìat these cost limits will still be

calculated for purposes ofdeterminhrg efficiency incentive per dietns in Section I I.047, item D. For
rate years beginning on Ju ly 1, I 998, the total operating cost pâyment râtes fol a nursing facility are

the greater ofthe total operati g cost paylnent lates determined under thìs section or the total
operating cost paymerìt rates in effect on June 30, 1998, subject to rate adjustments due to field audit
or rate appeal resolution.

(2) For late years beginnìng on July 1, 1998, the operating cost per diem in Section
I I .047, item A, subiteni (l), units (a) ancl (b), is the sum ofthe care-r'elated aud other operating per

diems fol a given case mix class. Any reductions to the cornbined operating per diem are divided
proportionally between the care-related and other operatilìg cost per diems.

l. For rate years beginning on July l, 1998, the Department will ntodify the determination of
the spend-up limits in Section 1 1.047, item A, by indexing each group's previous year's median value
by the factor in Section I 1 .0147, itern D, subitern (2), plus one perceÍìtage point.

J. For rate years beginning on Ju ly 1, 1998, the Departlnert will modify the determination of
the high cost limits in Section I I .047, item B, by indexing each groups previous year's high cost per

diem limits at .5 and one standard deviations above the median by the factor in Section l1 .047, item
D, subitem (2), plus one percentâge point.

SECTION I 1.049 Changes to nursing facility reimburs€m€nt beginning July 1' 1999.

A. The base operating rate is the rate for the rate year beginning July I , 1998.

B. FoI the rate yeaf beginning July 1 , 1999, the Depaftmelìt will make an adjustment to the

totâl operating payrnent rate for a nulsing facility paid by the prospective rate-settirrg methodology

described ìn Sections 1.000 to 21 .000 or by the contractual rate-setting methodology described in

Section 22.000 that submits a plan, approved by the Department, in accordance with subitem (2).

Total operating costs will be sepalated into compensation-related costs and all other costs.

Compensation-related costs include salaries, payroll taxes, and fringe benefits for all employees

except manageÍìrent fees, the admitl istrator, and central office staff.

(l) For the rate year beginning July l, 1999, the payment rate is increased by 4.843

percent of compensation-relâted costs and 3.446 percent ofall other operating costs A nursing
faciliry's final 1998 Medicare cost reporl wìll be used to calculate the adjustment.

(2) To receive the total operating payment rate adjustment, a nursing facility must

apply to the Department. The application must contain a plan by which the nursing facility will
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distribute the compe sation-related portion ofthe payment rate adjustment to errployees ofthe
nursing facility. For a nulsing facility iu which the employees are representecl by an exclusive
bargaining representative, an agreement negotiated and agreed to by the employer and the exclusive
bargaining representative constitutes the plan.

(a) The Department will leview the plan to ensure that the payment rate

adjustment per diem is used as provided in subitem (1).

(b) To be eligible, a nursing facility must submit its plan fol the compensatior.r

clistribution by December' 3l each year. A nursing facility may amend its plan for the second mte year

by submittirrg a revised plan by December 3 I , 2000. If a nursing facility's plan for compensation
clistribution is effective for its employees after July 1 ofthe yeâr that the funds are available, the
payment rate adjustrnent per diem shall be effective the same dâte as ¡ts plan.

(3) The payment rate adjustrnent for each nursing facility will be determined under
clauses (a) or'(b).

(a) For a nursing facility that repolts sâlâries for registered nurses, licensed
practical nurses, aides, orderlies, and attendants separately, the Department will determine the
payment rate adjusünent using the categories listed above multiplied by the rate increases in subitem
(1), and then dividingthe resulting amount by the nursing facility's actual resident days. In
determhring the amount of a payment rate adjustment for a nursing facility paid under Section 22.000,

the Department must detennine the proportions ofthe nursing facility's rates that are compensation-
related costs and all other operating costs based on its most recent cost report; or

(b) For a nursing facility that does not repott salaries for registet'ed nurses,

licensed plactical nurses, aides, orderlies, and attendants sepamtely, the payment râte adiustment will
be computed using the nursing facility's total operating costs, sepârated into the categolies listed

above in proportion to the weiglrted average ofall nurshrg facilities determined under subitenr (3),

clause (a), multiplied by the rate increases in subitern (l), ând then dividiDg the resulting amount by

the nurshrg facility's actual resident days.

C. The salary adjustment per diem in Section 11.070 became part ofthe operating payrnent

rate in effect on June 30, 2001.

D. For the rate year beginning July 1, 1999, the following nursing facilities are allowed a rate

increase equal to 67 percent oftlre rate increase that would be allowed ifSection 1 1 .047, itern A was

not applied:

(l) A nursing facility in Carver county licensed for 33 beds and four boarding care beds;
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(2) A nursing facility in Faribault county licensed for I 59 beds on September 30, 1998;

and

(3) A nursing facility in Houston county licensed for 68 beds on September 30, 1998.

These increases are ìncluded in each facility's total payment rates for the purpose of determining
futute rates.

E. Fol the rate year beginning July 1 , 1999, the following nursing facilities will be allowed a

rate hrcrease equal to 67 percent ofthe ¡'ate increase that would be allowed ifSection | 1.047, items A
and B were nof applied:

(l) A nursing facility in Chisago county licensed for I 35 beds on September 30, 1998;

and

(2) A nursing facility in Mr.rlray county licensed for 62 beds on September 30, 1998.

These increases ale included in each facility's total paynent rates for the purpose of determining
future rates.

F. For the rate year beginning July I , 1999, a rrursing facility in Henuepin county licensed for
134 beds on Septenrber 30, 1998, will:

(l) Have the prior year's allowable care-related per diem increased by $3.93 and the prior
year's other operating cost per diern incleased by $l .69 before adding the ìnflatìon in Section I 1.047,

itenr D, subitern (2); and

(2) Be allowed a rate iucrease equal to 67 percent ofthe rate increase that would be

allowed ifSection 1 L047, items A and B were not applied.

These increases ale included in the facilif's total payment rate for the purpose of detelmining future
rates.

SECTION 11.050 Changes to nursing fâcility r€imbursement beginning July 1,2000.

A. The base operating rate is the rate for the rate year begilning July I , 1998.

B. For the rate year beginning July 1, 2000, the Department will make all adjuslnent to the

total operating paylnent rate for a nursing facility paid by the prospective rate-setting methodology
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described in Sections l 000 to 21.000 or by the contractual rate-setthìg nletltodology described in

Section 22.000 that submits a plan, approved by the Department, in accordance with subitem (2), Tlte
operating payment rate ilìcreases are applied to each nursing facility's June 30, 2000, operating
payment rate.

Total operating costs will be separated into conpensation-related costs and all other costs

Compensation-related costs include salalies, payrolltaxes, and fringe benefits for all employees

except nlanagelnent fees, the admirtistrator, and centlaì office staff.

(l ) For the rate year beginning July l, 2000, the paynent rate is incteased by:

(a) 3.632 percent of conrpetrsatiolì-lelated costs;

(b) an additional increase fot each case mix payment rate that must be used to

increase tlre per-hour pay rate ofall employees except management fees, the administrator, and centtal

office staff by an equal dollar anount and to pay associated costs for FICA, the Medicare tax,
workers' compensation pretniums, and fedeml and state unemployment insurance, to be calculated

accolding to the l'ollowing:

l tlre Depattment calculates the arithmetic mean ofthe eleven June 30,

2000, operating rates for each nursing facility;

2. the Department constructs an atray ofnursing facilities from highest to

lowest, according to the arithrnetic mean calculated in clause I . A numerical rank is assigned to each

facility in the arlay. Tlre faciliry with the highest mean is assigned a numerical rank ofone. The

facility with the lowest mean is assigned a numerical lank equal to the total nulnber ofuutsing
facilities in the array. All other facilities are assigned a numerical rank h accordance with their
position in tlie array;

3. the atnount ofthe additional rate itrcrease is $1.00 pltts an alnount

eq¡al to $3.13 multiplied by tlre ratio ofthe facility's numeric rank divìded by the nurrrber offacilities
in the array; and

(c) 2.585 percent ofall other operating costs. A nursing facility's final
1999 Medicare cost reporl will be used to calculate the adjustment.

Money received by a nursing facility as a result ofthe inclease provided by (b), above, must be used

only for wage increases implemented on or after July l, 2000, and must not be used for wage

insreases implemented before then.

(2) To receive the total operating payment rate adjustlnent, a nursíng facility mttst
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apply to the Department. The application trust cotltain a plan by which the nursing facility will
disftibute the compensation-relafed portion ofthe payment rate âdjustment to ernployees ofthe
nursing facility. For a nursing facility in which the employees are represented by atr exclusive
bargaining representative, aÍì agl€ement negotiated and agreed to by the employer and the excìusive

bargaìning representative constitutes the plan, but only if the agleelnent is finalized after May 16,

2000.

(a) The Depâftment will review the plan to ensure that the payment rate

adjustment pel diem is used as plovided in subitem (1 ).

(b) To be eligible, a nursing facility rnust submit its plan for the compensation

distribution by December 31 each year. A nursing faciliq' tnay amend its plan for the secotld rate year

by submitting a revised plan by Decernber 3l, 2000. Ifa nursing facility's plan for compensation

distribution is effective fol its ernployees after July 1 ofthe year thât flre funds are available, the

payrnent rate adjustment per diem shall be effective the same date as its plan.

(3) The payrnent rate adjustment for each nursing facility will be determined under

clauses (a) or (b).

(a) For a nutsing facility that reports salaries for registered nurses, licensed

practical nurses, aides, ordet lies, and attendants separately, the Depârtment will determine tlìe

paytnent rate adjustfirent using the categories listed above multiplied by the rate increases in subitetn

(l), and then dividing the lesulting amount by the nulsing faciliry's actual resident days. ln

deterrnining the amount of a payment rate adjusturent for a trursing facility paid under Section 22.000,

the Department lnust deterrnine the proportions ofthe nursing facility's rates that are compensatiol-

related costs and all other operating costs based on its most recent cost report; or

(b) For a nursing facility that does not repoft salaries for registered nurses,

licensed p¡actical nurses, aides, ordellies, and attendants separately, the payment rate adjustment will
be computed using the nursing facility's total opelatilìg costs, separated into the categories listed

above in proportion to the weighted average of all nursing facilities determined under subitem (3),

clause (a), ûrultiplied by the late increases in subitem (1), and then dividing the resulting atnount by

the nursing facility's actual resident days.

C. The salary adjustment per diem in Section I 1.070 becarne part ofthe operating payment

rate in effect on June 30, 2001.

D. For rate yeals beginning on or after July l, 2000, a nursing facility in Goodhue county

that was licensed for 104 beds on February 1, 2000, shall have its employee peusion benefit costs

reported on its Rule 50 cost feport treated as PERA contributions for the purpose ofcomputirg its
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payment rates.

E. Following the cletermination under item B, a facility iu Roseau county licensed for 49
beds, has its operating cost per diem increased by the following amounts:

(l) case mix class A, $1.97;

(2) case mix class B, $2.1 1 ;

(3) case mix class C, $2.26;

(4) case mix class D, $2.39;

(5 case mix class E, $2.54;

(6) case mix class F, $2.55;

(7) case rnix class G, $2.ó6;

(8) case rnix class H, $2.90;

(9) case mix class I, $2.97;

(10) case mix class J, $3.10; and

(l l) case mix class K, $3.36.

These increases are inclucled in the facility's total payment rates for the purpose of determining futute
rates.

SECTION 1 L05 I Changes to nursing facility reimbumement beginning July l, 2001.

A. For the râte year beginning July I , 2001, the Depalllnent will provide an adjustment

equal to 3.0 percent ofthe total operathrg payment late. The operating payÍnent rates in effect on June

30, 2001 inclLrde the adjustment in Section 1 1.070.

B. For râte years beginning on or after July l, 2001 and for adtnissions occurring
on or after July 1, 2001, the total payment rate for the first 90 paid days after adrnission is:

(l ) for the fir'st 30 paid days, 120 percent of the facility's medical

assistance rate for each case mix class; and
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(2) for the next 60 paid days after the first 30 paid days, I I 0
percent ofthe facility's rnedical assistaÍìce rate for each case mix class.

C. For rate years beginn ing on ol after July 1 , 2001 and for admissions occurring
onorafterJuly 1,2001, beginning with the 91"tpaid day after admission, the payment rate isthe rate

otherw ise determined under this Attaclìmelìt.

D. Payments under item B apply to admissions occurring on or after July 1,2001, and

before July l, 2003, and to resident days occurring before July 30, 2003.

E. For the rate year. beginning JLr ly I , 2001 , the Depaltment will adjust the

operating payment rates for low-rate facilities. For each case mix level, ifthe amount computed under

itern A is less than the amount of the operating pâyment rate target level fol July l, 2001 , below, the

Department will make available the lesser ofthe amount ofthe operating payment rate tal'get level for
July 1 , 2001, or an increase often percent over the rate in effect on June 30, 2001, as ân adjustment to
the operating payment rate. For the purposes ofthis item, facilities are consideled metlo ifthey al'e

located in Anoka, Carver, Dakota, Hennepin, Olmsted, Ramsey, Scott, or Washitrgton counties; or in
the cities of Moorhead or Brekenlidge; or in St. Louis county, noúh of Toivola and south ofCook; or
in ltascâ county, east of a nortl'ì south line two miles west of Gland Rapids.

Operating Payment Rate Target Level for July 1, 2001

Case Mix Classification Metro
s76.00
s83.40
$91.67
$99.51
$107.46
$107.96
$1t4.67
$126.99
$ 131 .34

$138.34
gt52.26

Nonlnetro
$68.13
$74.46
$81 .63

$88.04
$94.87
99s.29
$r00.98
$l I1.31
$t 15.06

$ 120.8s

$133.10

A
B
C
D
E
F

G
H
I
J

K

E. For the rate year beginning Ju ly l, 2001 . two-thh ds of the money resu lting from the

rate adjustmeut under item A, and oneJralf of the money resultitg fi'om the rate adjustment tlndel'

items B through D, rnust be used to ilìcrease the wages and benefits and pay associated costs of all
ernployees except management fees, the adninistrator, and central ofÏice staff.
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(l) Money received by a facility resulting from the rate adjustments under

iterns A through D must be used only for wage and benefit increases implernented on or after July 1,

2001.

(2) A facility may apply for the portions ofthe rate adjustments under this item.

The application must be made to the Depaltnlent and contaitt a plan by which the facility will
distlibute the funds to its employees. For a facility in which the employees are represented by an

exclusive bargaining replesentative, ar'ì agreement negotiated and agt'eed to by the employer and the

exclusive balgaining lepresentative constitutes the plall, ifthe agreelnent is finalized after June 30.

2001.

(a) The DepartnÌent \'r'ill review the plan to ensure thât the rate

adjustments are used âs requiled in this item.

(b) To be eligible, a facility nrust submit its plan for tlre wage and benefit

distribution by December 31, 2001. Ifa facility's plan for wage and benefit distribution is effective

for its enrployees after July 1, 2001 , the portion ofth€ râte adjustmellts are effective the salne date as

its plan.

(3) A hospital-attachecl facility may include costs in its distribution plan for wages

and benefits and associated costs ofemployees in that organization's shared services departments,

plovided that the facility and the hospital share common ownership and adjustments for hospital

services using the diagnostic-related groupìng payment rates per adnrission under Medicare ate less

than three percent during the l2 months before July l, 2001. lfa hospìtal-attached facility meets

these qualifications, the difference between the rate adjustmel'ìts approved for nutsing facility services

and the rate increase approved for hospital seruices nray be permitted as a distribution in the hospital-

attached facility's plan regardless ofwhether the use ofthe funds is shown as being attributable to

enrployee hours worked in the faciliry or employee hours worked in the hospital.

F. Notwithstanding Sections 1.020 and 18.020, upon the request ofa facility, the

Department tay authorize the facility to raise per diem rates for private-pay residents on July 1 by the

amount anticipâted to be required upon implementation ofthe rate adjustments allowable under items

A fhrough D. until the r.ate is finalized, tlìe Department will require any amouuts collected, which

must be used as provided in this itern, to be placed in an escrow account established for this purpose

with a financial institution that provides deposit iusurance. Tlìe Depâúment shall conduct audits as

necessâl) to ensure that:

(1) the amounts collected are retained in escrow until rates are increased to teflect

the wage-related adjustment; and
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(2) any amounts collected from private-pay residents in excess ofthe final rate are

repaid to the private-pay residents witlì interest.

G. Fol rate years beginning on or after July I , 2001, in calculating a facility's opelating
cost pel diem for the purposes ofconstructing an array, determining a median, or othelwise
perfornriDg a stâtistical measure of fâcility payment rates to be used to determine future rate incleases,

the Department will exclude adjustmenfs f'or raw food costs under Section 8.020, item B, that are

lelated to providûrg special diets based on religious beliefs.

SECTION I 1.052 Changes to nursing facility reimbursement beginn¡ng July l,2002.

A. For the rate year beginning July I ,2002, the Depaúrnent wiìl provide an adjùstment
equal to 3.0 percent ofthe total operating payment rate. The operating payment rates in effect on June

30,2001 include the acljustment in Section 1L070.

B. For the late year beginning July 1,2002,the Department will adjust tlre opelating
payment rates for low-r'ate facilities. For each case mix level, if the amount computed under item A is
less than the arnount of the operating paymelìt rate target level for July l, 2002, below, the
Department will make available the lesser ofthe operâtìng paylnent râte târget level for July l, 2002,
or an increase often percent over tlle rate in effect on June 30,2002, as an adjustment to the operating
paymeÍìt r.ate. For the purposes of this item, facilities are considered metro ifthey meet the
requilements ilì Section 1 I .051, item D.

Operating Payment Rate Target Level for Júy 1,2002

Case Mix Classification Metro
s78.28
$85.91
s94.42
$ r 02.50
$110.68
$1 l1.20
$118. r I

$ r 30.80
$135.38
st42.49
$ I 56.85

Nonrnetro
$70.51
s77.16
$84.62
$91.42
$98.40
$98.84
$t04.77
$115.64
$l 19.50

$ 12s.3 8

$137.77

B
C
D
E
F
G
H
I

I
K
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C. For the rate year beginning July 1, 2002, two-thirds ofthe money resulting frorn the
rate adjustment under iteln A, and one-half ofthe money resulting frorn the rate adjustment under
Section 11.051, iterns B and C and itern B ofthis Section, must be used to increase the wages and

benefits and pay associated costs ofall employees except nanagement fees, the administrator, and

central office staff.

(l) Money received by a facility resulting from the rate adjustments under
item A, Section I 1 .051 , ifems B and C and itern B of this Section nlust be used only for wage and

benefit increases implemented on or aftel luly 1,2002.

(2) A facility may apply for the portions ofthe rate adjustments under this item.

The application rnust be made to tl'ìe Departmenf and contain a plan by which tlìe facility w¡ll
distribute the funds to its employees. For a facility in which the employees are represented by an

exclusive bargaining representative, an agreement negotiated and agreed to by the employel and the

exclusive bargaining representative constitutes the plan, ifthe agreement is finalized after the date of
enactment of all incteases for the rate year.

(a) The Department will review the plan to eltsure thât the rate

ad.iustments are used as required in this item.

(b) To be eligible, a facility must submit its plan for the wage and benefit
distribution by Decernber' 31, 2002. lfa facility's plan for wage and benefit distt'ibution is effective
fol its employees aftel July l, 2002, the portion ofthe rate adjustments ale effective the same date as

its plan.

(3) A hospital-attached facility may include costs in its distribution plan for wages

and benefits and associated costs of employees in that organization's shared services depaltl'nents,

provided that the faciliry and the hospital share cornmon ownership and adjustments for hospital

sewices using the diagnostic-related grouping payment rates per admission under Medicare are less

than three percent during the l2 months before July 1, 2002. Ifa hospital-attached facility rneets

these qualificatiolrs, the difference between tlre rate ad.justments approved for nursing facility services

and the rate increase approved for hospital services may be peflIitted as a distribution in the hospital-

atlached facility's plan regardless ofwhether the use ofthe funds is shown as being attributable to

employee hours worked in the facility or employee hours worked in the hospital.

D. Notwithstanding Sectiols I .020 aud 1 8.020, upon the request of a facility, the

Department may authorize the facility to raise per dieln rates for private-pay tesidents on July I by the

alrount anticipâted to be requiled upon implementation of the rate adjustments allowable under item

A, Section I L051 , items B and C, and item B ofthis Section. Until the rate is finalized, the

Departrnerit will require any amounts collected, which must be used as plovided in this item, to be
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placed in an escrow accoùnt established fol this purpose with a financial institution that provides

deposit insurance. 'lhe Depaltment shall conduct audits as necessary to elìsure that:

(l) the amounts collected ale retained in escrow until rates are increased to reflect

the wage-related adjustnrent; and

(2) any amounts collected from private-pay residents in excess ofthe final rate are

repaid to the plivate-pay residents with interest.

E. Each facilif paid pursuant to Sections I .000 through 22.000 receives an

i¡crease in each case mix payment rate of $l .25, which is added followiug the determination of the

payment rate for the faciìity. This hrcrease is not subject to any annual percentage ilìcreâse.

SECTION 11.053 Changes to nursing facility reimbursement beginning June 1' 2003.

Each facility paid pufsuaut to Sections 1.000 tlìlough 2l .000 receives an increase in each case mix
payrnent rate of$5.56, which is added following the determination ofthe payment rate for the facility
This increase is not subject to any annual perceÍìtage increase. For facilities with boald and care

beds, the increase is equal to $5.56 rnultiplied by tlìe ratio ofthe number of nursing home beds to the

number oftotal beds.

SECTION 1 I .054 Changes to nursing facility reimbursement beginning July 1' 2003.

A. For late years beginning ort or after July I , 2003 and for admissions occurt ing on or

aftel July l, 2003, the total payment rate is:

(l) for the first 30 calendar days after admission, 120 percent ofthe
facility's medìcal assistance rate for each RUG class; and

(2) beginning with the 31't calendar day after admissiotl, the rate otherwise

determined under Sections I .000 through 21.000.

B. For rate years beginning on or after July l,2003, facilities'July I operating payment rate is

equal to their operating payment rate in effect on the prior June 30.

SECTION 1 1.055 Changes to nursing fac¡lity reimbursement beginning January 1,2004.

Effective Januar.y 1,2004, the rates urlder SectioÍì I 1.054, itern A, subitem (1) âre not allowed ifa
resident lias resicled during the previous 30 calendar days in:
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(2) a facility owned or operated by a related par[; or

(3) a facility ol part of a facility that closed or, effective August I , 2004.
was in the process ofclosing.

SECTION 11.056 Chânges to nursing facility reimbursement beginning July l,2005.

A. Medical Assistance provides for an additional annual paynient for: I ) State Fiscal
Year 2006 (July 1, 2005 through June 30,2006), which includes a Depal'tnrent payment made fol that

state fiscal year and distributed by a sponsot ing institution prior to October l, 2006r and 2) State

Fiscal Year 2007 (July l, 2006 tltrough June 30,2007), which includes a Department paymeÍìt made

for that state fiscal year and d istributed by a sponsoring institution prior to October I ,2001 , to
Medical Assistance-enro lled teaching nursing facilities. The Medìcal Ass¡stânce pâyment is increased

according to the sum of items A through C:

(l) (Total amount available for this purpose in the Minnesota Medical Education and

Research Trust Furrd, minus $4,850,000, divided by the state matchir'ìg râte), multiplied by .9,

multiplied by .67, nrultiplied by [(the number of full-time equivalent trainees at the facili! multiplied
by the average cost per tminee foL alÌ sites) divided by (the total training costs across all sites)1, for
each type of graduate tlainee at the clinical site.

(2) (Total amount available for this pulpose in the Minnesota Medical Education and

Researclr Trust Fund, nrinus $4,850,000, divided by the state matchir'ìg rate), tnultiplied by .9,

multiplied by .33, rnultiplied by the latio ofthe facility's public proglam revenue to tlte public
program revenue fol all teaching sites.

(3) (A poLtion ofthe total amount available for this pul'pose in the Minnesota

Medical Education and Researclr Tnlst Fund minus $4,850,000), divided by the state rnatching

rate, rnultiplied by .10, multiplied by the provider's sponsoring institution's ratio ofthe atnounts

in subitems ( I ) and (2) to the total dollars available undel subitems ( 1) and (2), in the amount the

sponsoring institlrtion determines is necessary to offset clinical costs at the facility.

ln accordarrce with Code of Federal Regulations, title 42, section 447.253(bX2), this paylnent will not

exceed the Medicare upper limit payrnent and charge Iimits as specified in Code of Federal

Regulations, title 4, section 447 .272.

B. Pursuant to subitems (1 ) through (3), the opelating payment rate for each faciliÇ paid

pursuant to Sections L000 through 21.000 is increased by 20 percent multipliecl by the ratio ofthe
number of uew single-bed toorrs created, divided by the number of active beds on July I , 2005, fot'

each bed closure resulting in the creation of a single-bed room after July I , 2005.
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( I ) The Department may implement rate adjustments for up to 3,000 new single-bed

roo¡ns each fiscal year.

(2) For eligible bed closures for which the Depârtment receives a notice frorn a facility
during a calendal quarter that a bed has been delicensed and a new single-bed room lras been

established, the rate adjustrnent ìs effective on the first day ofthe second tnonth following that

calendar quarter.

(3) A facility is prohibited from discharging lesidents for purposes ofestablishing single-
bed rooms. A facility must subrnit documentatiou to the Departrnent cettifying tlle occùpancy status

of beds closed to create s¡ngle-bed rooms.

SECTION 11.057 Changes to nursing facility reimbursement beginning October 1,2005.

A. For the rate period beginning October 1. 2005, each facility paid pul suant to Sections I .000

through 2l .000 receives an adjustment equal to 2.2553 percent ofthe to0al operating payment tate.

The acljustment is distributed according to items B thtougli D, below.

B. Except as provided in item C,75%o of the money resulting from the tate adjustment must be

used to increase employee wages, benefits and associated costs and must be implemented on or after

the effective date ofthe rate increase. "Ernployee" does not include management fees, the

administrator', and central offrce staff.

C. A facility that incurred costs for employee wages, benefits and associated cost increases first
provided after July 1 ,2003 may count those costs toward tlre amount requ ired to be spent on the items

in itern B. These costs must be reported to the Depalhnent.

D. A facility may apply for the 7 5%o pofüon of the rate adjustment for enrployee wages, benefits

and associated costs. The application rnust be made to the Department and contain a plan by wliich
the facility will distr.ibute the funds according to items B through C. For a facility in which the

elnployees are represented by an exclusive bargahing representat¡ve, an agreement negotiated and

agreed to by the employer and the exchlsive bargaining represerìtative constitutes the plan, ifthe
agreement is final¡zed after that date ofenactment ofall increases for the late period and signed by

both parties prior to submission fo 1he Deparhrent

(1) The Departnlent will review the plan to ensure that the rafe adjustlnents are used as

required in iterns B through C.

(2) To be eligible, a facilif must submit its distribution plan by March 31'2006. lf a



STATE: MINNESOTA
Effective: January l, 2017
TN: l7-0,|
Apptoved: JUN 21 2017

Supercedes: l6-04(15-10, 14-13,13-16, 12-23, 12-15,12-1l,ll-26,1l-17, l1-13, ll-08,0-25,
I 0-l 5, 1 0- I 3, 09-26, 08- I 8, 08-l 5, 07- I 0, 07 -07, 06-13, 05-l 4)

facility's distribution plan is effective after tlìe first day of the applicable rate period tliat the funds are

available, the rate adjustments ale effective the same day as the faciliry's plan.

(3) The Depaltment lnust approve ol disapplove distribution plans on or before June 30,
2006.

SECTION I1.058 Changes to nursing facility reimbursement beginning October 1,2006,

Effective October I ,2006, a facilily that elects to have its rates detertnined under sections I .000
through 2l .000 of Attachrnent 4.I 9-D will continue to be paid the rate in effect for rate year October
l, 2005 through September' 30, 2006.

SECTTON I 1.060 Total operating cost payment râte. Through June 30, 1999, the nursing facility's
total operating cost payment rate must be the sum ofthe adjusted prospective case mix and other care-

Íelated payment l'ate determined in Section I 1.020 and the adjusted otlìel' operating cost paymeÍìt l ate

determined in Section I 1.040.

SECTION 11.070 Salary adjustment perdiem. Effective July l, 1998, the Department shall make

available the applopriate salary ad.iustment per diem calculated in item A through D to the total
operating cost payment râte ofeach nurcing facility subject to payment under this attachÍìrellt,

irrclucling Section 22.000. The salary adjustment per diem for each nursing faciìity must be

cletermined as follows:

A. For each nursing facility thât [eports salaries for registered nurses, licensed practical nutses,

and aides, orderlies and attendants separately, the Departrnent shall determine the salaly adjustment
per diern by multiplying tlìe total salaries, payroll taxes, and fringe benefits allowed in each opelating
cost category, except management fees and administrator and central office salaries and the lelated

payroll taxes and fringe benefits, by 3.0 percerrt and then dividing the resulting atnount by the nursing
faciliry's actual resident days.

B. For each nursíng facility that does not report salaries for tegistered nurses, licensed practical

nurses, aides, orderlies, and attendants separately, the salal y adjusttnent per diern is the weighted

average salary adjustment per dietn increase determined under itetn A.

C. A nursìng facility may apply for the salary adjustment per dienr calculated uuder iterns A and

B. The apptication must be mâde to the Depaltment and contain a plan by which the facility will
distribute the salary adjustlnent to employees ofthe facility. In order to apply foÍ a salary adjùstment,

a facility reimbut'sed pursuant to Section 22.000 must report the inforuration lequired by items A or B

in the application, in the manner specified by the Deparhnent. For facilities in which the employees

are repr.esented by an exclusive bargaining represelìtative, an agreernent negotiated and agreed to by
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the employer and the exchrsive bargaining representative, after July I , 1998, may constitute the plan
fol the salaly distribution. The Depaftment will review the plan to ensure that tlìe salary adjustment
per diem is used solely to iucrease the compensation offacilify enrployees. To be eligible, a facility
must submit its plan for the salary d istlibution by December 31, 1998. If afacility's plan for salary
distribution is effective for its employees after July l, 1998, the salary adjustment cost per diem is
effective the same date as its plan.

D. Additional costs incuned by facilities as a result of this salary adjustrnent are not allowable
costs for purposes ofthe September 30, 1998 cost teport.

SECTION T2.OOO DETERMINATION OF INTERIM AND SETTLE-UP OPDRATING COST
PAYMENT RATES

SECTION 12.010 Conditions. To rcceive an interirn payrnent rate, a nursing facility must comply

with the lequirements and is subject to the conditions in Section 16.140, items A to C. The
DepaÍhnent shall detelmine interim and settle-up operating cost payment rates for a newly constructed
nursing facili!, ot or'ìe with an increase in licensed capacity of 50 percent ol more accoÌding to

Sections 12.020 and 12.030.

SECTION 12.020 Interim operating cost payment rat€. Notwithstanding sections 8.000 through

I 1 .000 that were effective until July l, 1999 (or Section 8.010 that was effective until July I , 2001),

for the late year or portion ofan interirr period beginning on or after July l, 1987, the interim total

operâting cost payrnent rate must be determined according to Sections 1.000 to 15.000, except that:

A. Tre nulsing facility rnust project its anticipated resident days for each resident class. The

arrticipated resident days for each resident class must be rnultiplied by the weight for that resident

class as listed in Section 13.000 to determine the anticipated standaldized resident days for the

reporting period.

B. The Department shall use anticipated standaldized resident days in determining the allowable
historical case rnix operating cost standaldized per diem.

C. The Department shall use the anticipated lesident days in determinhrg both the allowable
historical other care-related operating cost pel diem alld the allowable historical other operating cost

per diem.

D. The annual adjustment factors determined in Section 10.010, must not be applied to the

nr.rrsing facility's allowable histolical pel dietns as provided in Sections I I .020 and 1 1.040.

E. The efficiency incentive in Section 1 1.040, itelns A or B, must not apply.
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SECTION 12.030 Settle-up operating cosf payment rate. The settle-up total operating cost
payment rate must be deferminecl accolding to items A to C.

A. The settle-up operating cost payment rate for interim periods belore July l, 1987, is subject to
the rule parts that were in effect during the interim period.

B. To determine the settle-up operating cost paylnent rate for interim periods or the portion of an

irrtelirn period occurring after Ju ly 1, 1987 , subitetns ( 1 ) to (7) nrust be applied.

(l) The standardized resident days as detennined in Section 9.020 must be used for the
intelirr period.

(2) The Department shall use the standardized resident days in subitem (l) in detennining the
allowable historical case mix operating cost standardized per diern.

(3) The Depafrnent shall use the actual resident days in deterrnining both the allowable
historical other care-related operâting cost pel dienr and the allowable historical other operating cost
pel d iern.

(4) The annual adjustment factors determined in Section 10.010 must not be applied to the

nursing facility's allowable historical per diems.

(5) The efficiency incentive in Section I 1.040, items A or B, rnust not apply.

C. For the nine-month period following the settle-up repolting period, the total opelating cost
pâyment rate must be determined according to iteln B except thaf the effrciency ir'ìcentive as computed

in Section I 1 .040, item A or B, applies,

D. The total opcrating cost payment râte for the rate year beginning July 1 following the nine-

month peliod in item C must be determined under Sections 6.000 to 16.090.

E, A newly-constructed nursing facility or one with an increase in licensed capacity of50 percent

or lnore mllst couthrue to receive the interím total operating cost payment rate until the settle-up total
operâting cost payment rate is determined under this subpart.

SECTION 14.OOO RESIDENT CLASSES, CLASS WDIGHTS AND RtrSIDENT
ASSESSMENT SCHEDULES,

SECTION 14.010 Resident clâsses A. Effective January 1,2012, resident classifications are based

o¡ the Mininium Data Set (MDS), version 3.0 assessment instlument, or its successor, mandated by
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the Centers for Medicare & Medicaid Selvices. The Departrnent of Health establishes resident classes

according to the 48-group, Resource Utilization Group, version IV (RUG lV) rnodel. In addition to
the 48-group RUG-lV classes. there are penalty and default classes. Resident classes are established

based on the individual itens ou the MDS and must be completed according to the facility manual for
case mix classification issued by the Deparhnent of Health.

B. Each resident rnust be classified based on the informatìon from the MDS accordittg to general

dolnains as defined in the facility rnanual for case mix classification issued by tlìe Depâl'hrent of
FIealth.

SECTION 14.020 Ctass weights. The Department assigr'ìs a case rnix index to each resident class

based on the Centers for Medicare & Medicaid Services'sfaff time measurement stttdy. An index

rnaximization approach is used to classify residenfs. Residents are classified into the class for which

they qLralify that has the highest case mix value.

to (50).
A. The Departrrent assigns case rnix indices to each resident class accordillg to subitems (l)

(l) Class ES3, 3.00;

(2) Class ES2,2.23;

(3) Class F51,2.22;

(4) Class RAE, 1.65:

(5) Class RAD, I .58;

(6) Clas RAC, 1 .36;

(7) Class RAB, I .1 0;

(8) Class RAA, 0.82;

(9) Class HE2. 1.88r

( l0) Class HEl. I.47:
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(t l)

(t2)

(13)

( l4)

(15)

(16)

(17)

(l 8)

(le)

(20)

(21)

(22)

(23)

(24)

(2s)

(26)

(27)

(28)

Class HD2, 1 .69;

ClassHDl,l.33;

Class HC2, I .57;

Class HC1, 1.23;

Class HB2, 1.55;

Class HBl, 1.22;

Class LE2, l.6l l

Class L81,1 .261

Class LD2, L54;

Class LDl, 1.21;

Class LC2, 1.30;

Class LCl, 1.02;

Class LB2, 1 .21;

Class LB1, 0.95;

Class CE2, 1.39;

Class CEl, I .25;

Class CD2, 1.29;

Class CDl, 1.15;
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(2e)

(30)

(31)

(32)

(33)

(34)

(3 s)

(36)

(37)

(38)

(3e)

(40)

(41)

(42)

(43)

(44)

(4s)

Class CC2, L08;

Class CCl, 0.96;

Class CB2, 0.95;

Class CBl, 0.85;

Class CA2, 0.73;

Class CAl, 0.65;

Class BB2, 0.81;

Class BBI, 0.75;

Class BA2, 0.58;

Class BA I, 0.53;

Class PE2; 1.25;

ClassPEl, Ll7;

Class PD2, 1.15;

Class PDl, I .06;

Class PC2, 0.91;

Class PCl, 0.85;

Class PB2, 0.70;
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(46)

(47)

(48)

(4e)

(50)

Class PBl, 0.65;

Class PA2, 0.49;

Class PA l, 0.45;

CIass AAA, 0.45 (penalty);

Class DDF, I .00 (default).

SECTION 14.030 Resident assessment schetlule. Nursing facilities must corduct and electronically
submit to the Department of Healtlr case mix assessments that confo¡tn to the assessmerrt schedule

defined in Code ofFedelal Regulations, title 42. section 483.20, and published by the Centers for
Medicare & Medicaid Services in the Long Term Care Assesslnent Instrum€nt User's Malruâ1, version

3.0, and updates when issued by the CenteÌs for Medicare and Medicaid Services. The Deparhnellt of
Health may substitute successor Centers for Medicare & Medicaid Services' manuals or question and

answer documents to replace or supplement the cutrent velsion ofthe manual or document.

A. 'fhe case nrix assessrnents used for Minnesota's case mix ciassifications are:

(1) New achnissioÍì assessments, which must be completed by day l4 following
adrnission;

(2) Annual assessments, which must be completed within 366 days ofthe last

cornprehensive assessrnent;

(3) Significant charìge assessnìents, which must be cornpleted within l4 days ofthe
identification of a significant chauge; and

(4) Quaferly assessments, which lnust be completed following new admission

a.bsessments, aunual assessments, and significant change assessments (ifsignificant change

assessments have been rnade). Each qttaftetly assessmeÍìt must be completed within 92 days ofthe
previous assessment.

B. (l) A facility rnust submit to the Department of Health an initial admission

assessment for all residents who stay in the facilif less than 14 days.
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(2) Notwithstanding subitem (l), in lieu ofsubrnìtting an initial admission assessment,

a facility may elect to accept a default rate with a case mix index of 1.0 for all facili! residents who

stay less than l4 days. Residents with astayof less than 14dayswho are admitted to anursing
facility that rnakes this election fol all stays of less than l4 days will be assigned a RUG case mix
olassification code of DDF.

(3) NLrrsing facilities tnust elect one of the options in subitems (1) and (2) with the

Departnent of Health on an annual basis. The election will be effective on the following July l.

C. Residents who are adrnitted ancl readmitted and leave the facility on a frequent basis and

for whom readmission is expected may be discharged on an extended leave status. This status does

not require reassessment eaclr time the resident rBturÍìs to the facility unless a significant change in the

resident's status has occurred since the last assessment. The case mix classification for these residents

is determined by the facility election made in item B.

D. (l) A facility that fails to complete or submit arr assesslnent for a RUG-IV
classification within seven days ofthe tirne requirements according to the schedule in item A is

subject to a reduced rate for that resident. The resident for whom the facility failed to complete ol
subrnit an assessment witllin the tirne lequired will be assigned a RUG case mix classification code

AAA. The reduced rate is the lowest late for that facility. The reduced rate is effective on the day of
admission for new admission assessme ts or on the day that the assessment was due for all other

assessments and contiuues in effect until the fir'st day ofthe rnonth following the date of submission

of the residenf s assessment.

(2) If loss of revenue due to penalties incurred by a facility for any period of 92 days

are equal to or greater than 1 .0 percent of the total operating costs on the facility's most

recent annuaì statistical and cost report, a facility may apply to the Commissioner of
Hunran Services for a reduction in the total penalty amount The Commissioner of Humalr

Services, in consultation with the Commissioner of Health, may, at the sole discretion of
the Commissioner of Human Services, limit the penalty for residents covered by medical

assistance to l5 days.

E. Resident reimbursement classificâtions will be effective:

(l) The day ofadmission for new admission assessments.

(2) The assesslnent refelence date, which is the last day ofthe MDS observation

period, for significânt change assessments.

(3) The fir'st day ofthe month following the assessment reference date for antrual
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and quaftelly assessments.

SECTION 14.040 Rate determination upon trans¡t¡on to RUG-IV payment rât€s

A. Effective Janualy I , 2012, the Department deterrnines payment rates using the RUGS-
lV based payment model in a facility-specific, budget-neutral manuer. To transitiolì from the current
calculation nrethodology to the RUG-IV-based methodology nursing facilities reported to the
Depaltrnent the private pay and Medicaid resident days classified under both RUGJI| and RUG-
IV for fhe six-rnonth leporting period ending June 30, 201 1. This report was subl]]itted to the
Department, in a form prescribed by the Department, by August 15,2011. The Department used
this datâ to compute the standardized days for the RUG-III and RUG-IV classification systenrs.

B. The Department deter¡rines the case mix adjusted component for the rate fol services
on or after January 1 , 2012, as follows:

(1) using the Septeurber' 30,2010, cost report, determine the case mix portion of
the operating cost fol each facility;

(2) multiply the 36 operating payment rates in effect on Decernber 3l, 2011 , 6y

the number of private pay and Medicaid lesident days assigned to each group for the reporting
period ending June 30, 201 I , and courpute the total;

(3) compute the product ofthe amounts in clauses (l) and (2);

(4) determine the private pay and Medicaid RUG standardized days for the

reporting period ending June 30, 2011, using the new indices calculated under section 14.020

item A.;

(5) divide tlìe amount detelmined in clause (3) by the amount in clause (4), which
shall be the default rate (DDF) unadjusted case mix co lponent ofthe râte under the RUG-IV
method; and

(6) determine the case mix adjusted comporent of eâch operating rate by

multiplying the default rate (DDF) unadjusted case mix component by the case mix weight in

section 14.020, item A. for each RUG-IV gloup.
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C. The noncase mix cotnponents were allocated to each RUG group as a constant

alnount to determine the operating paymeut rate.

SECTION 15.OOO RESIDENT ASSESSMDNT

SECTION 15.010 Assessment of nursing facility applicants and newly admitted residents. Each

nursing facility applicant or newly admitted resident must be assessed for the purpose of determining
the applicant's or newly admitted resident's case mix class.

A. The county long-term care consultation team or hospital screening tear.r.r under cont'act

with the county must assess all nursíng facility applicants for whom preadmission screening is

lequired and any applicant for whorn a preadrnission screening is not lequired but who voluntal ily
requests such a screening.

B. For an applicant whose admission to tlie numing facility is for the purpose ofreceiviltg
respite care services, preadmission screening is not required more tlran once every six months.

SECTION 15.020 Change in resident class due to audits ofâss€ssments ofnursing facility
residents, Any change in resident class due to a reclassification must be retroactive to the effective
date ofthe assessment audited.

SECTION 15.030 False information, Ìfthe nursing facility knowingly supplies inaccurate or false

inforrnation in an assessment or a request for reconsideration, the Depaftment shall apply the penalties

in Section 2.150.

SECTION 15.040 Audit authority, The Depaltment of Health may audít assessl'nents of nursing

facility and boalding care horne residents.

The audits rnay be conducted at the facility, and the Department of Health may conduct the audits on

an unannounced basis.

SECTION 1 5.050 Notice of resident reimbursement classification. On an annual basis, a nursing

facility must elect either item A or itern B and notify the Departrnent of Health ofthe election. Ifno
election is made, item A is the default methocl to notif, residents oftheir reimbursement

classification. The election will be effective the following July 1.

A. The Department of Health genel'ates a notice to inform each lesident, and the nursing

facility or boarding cale home in which the rcsident resicles, ofthe reimbursement classìfication
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established. The notice rnust itifonn the resident of the classification that was assigned, the

opportunity to review the documentation supporting tlre classification, the oppol tunity to obtâin

cladfication fi onl the Commissioner, and the oppoftunity to leqùest a Ieconsidelation ofthe
classification. The notice must be sent by first-class rnail. The notices are sent to the residenfs
nulsing facility. The riursing facility is responsible for tlie distribution ofthe rìotice to each resident, to

tlre person responsible for the payment ofthe resident's nursing home expenses, or to another person

clesignated by the resident. This notice must be distt'ibuted within three working days after the

facility's receipt ofthe notice.

B. A facility generafes a classification notice, as prescribed by the Department of Health, to

each resident upon receipt ofthe confirmation ofthe case mix classification calculated by a facility or

a corrected case mix classification as indicated on the final validation leport from the Depaftment of
Health. The nursing facility is responsible for the distribution ofthe notice to each resident, to the

person responsible for the payment ofthe lesident's nursing horle expeÍìses, or to another person

designated try the resiclent. This notice must be distributed within three working days after the

facility's r.eceipt of the validation I epott from the Department of Health. lf a facility elects this option,

the Depaftment of Health will provide the facility with a list of residents and their case mix
classifications as determined by the Department of Health.

C. Ifa facility submits a correction to an assessment conducted under Section 14.030 thal

results in a cha¡ge in case mix classification, the facility must give written notice to the resident, to

the person responsible for the payment ofthe resident's nursing home expenses, or to anothef person

designated by the resident about the ìtem that was corrected and the reasolì for the cotlection. The

notice ofcorrected assessn.ìent may be plovided at the same time that the lesident, the person

responsible for the payment of the lesident's nursing home expenses, or ânother person designated by

the resident is provided the resident's corrected notice of classification.

SECTION 15.060 Request for reconsideration of classification. The resident may request tlìat the

Colnmissioner recorisider the assigned reirnbursement classification. The lequest must be submitted

in wrìtiDg within 30 days ofthe receipt ofthe notice. The documentation accompanying the

reconsideration request is limited to doculnentation establishirìg that the needs ofthe resident at the

time ofthe assessment resulting in the disputed classificatiorr j ustify a change of classification

SECTION 15.070 Facility's request for reconsideration. ln addition to the information in Section

1 5.060 a reconsideration request frorn a nursing facility n'ìust contain the following information: the

date the notice was received by the faciliff; tlre date the notices were distributed to the resident; and a

copy ofthe notice sent to the resident. This notice must tell the resident that a reconsideration of the

classification is being requested, the reasou for the request, that the resident's rate will change ifthe
request is approved and the extent ofthe chânge, that copies ofthe facility's request and supporting

documeÍìtatiol.t are available for review and that the resident also has the right to fequest a



STATE: MINNESOTA ATTACIIMENT 4.19-D (NF)
Effective: lanuary 1,2017 Page 78
TN:17-01
Approved: JUN 21 2017

Supercedes: l6-04(15-10, l4-13, l3-16, 12-23.12-15,12-ll.ll-26,1l-17, l1-13, ll-08,0-25
l0-1 5, 10-13, 09-26, 08-r 8, 08-1s, 07-r 0,07-07,06-13,05-t4)

recons ideratiou. If the facility fails to provide this infolmation with the rcconsideration request, the
request must be denied, and the facility may not rnake further reconsideration requests on that specific
reimbursement classification.

SECTION 15.080 Reconsideration. The Commissioner's reconsideratior.r must be rnade by
individuals not involved in reviewing the assessment that established the disputed classification. The
reconsideration rnust be based upon the initial assessment and upon the infolmation plovided to the
Deparhnent. Ifnecessary for evaluating the leconsideration request, the Department may conduct on-
site reviews. ln its discletion, the Depaúrnent lray review tlre reimbursement classifications assigned
toall residents in the facility. Within l5 working days of receiving the request, the Department shall
affir'rn or rnodify the original resident classilÌcation. The original classification must be nrodified if
the Deparhnent detelmines that the assessment resulting in the classification did not accurately l€flect
the needs ofthe lesident at the time ofthe assessment. The resident and the nursing facility shall be
notified within five working days after the decision is made. The Deparhlent's decision under this
subdivision is the final administrative decision ofthe agency.

SECTION I 5.090 Change in resident class due to â request for reconsideration of resident
classification, Any change in a resident class due to a request for teconsideration of tlie classífication
must be made in accordance with items A and B.

A. The resident classification established by the Deparhnent of Health must be the
classification that applies to the resident while any request for reconsideration is pending.

B. Any change in a resident class clue to a reclassification must be effective as of the effective
date ofthe classification estâblishecl by the original assessment foL which a reconsideration was
requested.

SECTION 15.100 Resident access to âssessments and documentation. The nursing facility niust
plovide access to information regarding rates, assessments, and other docunentation provided to the
Depaltment of Health in support ofthe tesident's assessments to each nursing facility resideut ol the
resident's autho¡ized representative according to items A to D.

A. The nursing facility rnust post a notice of its current rates for each lesident class in a
conspicuous place. The lates must be posted no later than five days after receipt by the nursíng
facility. The nursing facilif rnust include â notice that the nulsing facility has chosen to appeal the
rates.

B. The nulsing facilif rust provide written notice to each private paying resident or the
person lesponsible for payment of any increase in the total payment rate established by the

Departlnent 30 days before the inclease takes effect. The notice must specify the currcnt



STATE: MINNESOTA ATTACHMENT 4.19-D (NF)

Eff,ective: January 1,2017 Page 79

TN: l7-01
Approved: JUN?120,|7
Supelcedes: l6-04(15-10, l4-13,13-16, 12-23,12-15,12-ll,ll-26, ll-17, ll-13, 11-08,0-25,

l0- I 5, t0- 13, 09-26, 08- I 8, 08- I 5, 07- 10, 07-07.06-13. 05-r 4)

classiflcation of the resident. This itern does not apply to adjustments in rates due to a necessary

change in the resident's classification as a result ofan assessment required in this palt.

C. The nursìng faciliry must plovide each nursing facility resident or the pelson responsible

for payment with each classification letter received from the DepaÉrnent of Health within five days of
the receipt of the classification letter. When the private paying lesident is not the person responsible

for payment, the classification letler must be sent to the person tesponsible for payment. If the

resident's classification has changed, the nursing facility must include the current rate fol the new

classification with the classification letter.

D. Upon wlitten lequest, the nursing facility must give the resident a copy ofthe assesslnent

form and the otlter documentation that was given to the Departmellt to support the assessment

findings. The nursing facility shall also provide access to and a copy ofother information from the

resident's record that has been requested by or on behalfofthe resident to sttpport a lesident's

reconsider.ation request. A copy ofany r.equested material must be provided within three working
days of receipt of a written request for the infortnation,

SECTION 16.000 DETERMINATION OF THE PROPERTY-RELATED
PAYMENT RATD

The appraised values dete nined under Sections I 6.010 to 16.040 are not ad.iusted for sales or
reorganizat ions of providel entities.

SECTION I 6.01 0 Initial appraised value. Fot the late year beginning July l, 1985, and until
August 31, 1992, the Department shall contract with a property appraisal firm which shall usethe

depr.eciated replâcement cost method to detefmine the appraised value ofeach nursing facility
participating ill the medical assistance pl'ograrn as ofJune 30, 1985. The initial appraised value of
each nursing facility and any subsequent rcappraisal under Sections '16.020 and 16.030 must be

limited to the value of buildings, attached fixtures, and land implovements used by the nufsing facility

and must be subject to the limits itt Section 16.040

For hospital-attached nursing facilities, the Deparflent shall require the appraisal ofthose portiol'ìs of
buildings, attached fixtures, and land irnprovenrents in service areas shared between the nursing

facility and tlre hospital. The appraised value of the shared service areas must be allocated between

the nursing facility and the hospital or otlrer nounursing facility areas using the Medicare worksheet

B-1 statistics in effect on September 30, 1984. The appraised value ofthe shared setvice areas must

be allocated by stepdown placing the appraised values on the appropriate line of colutnn 1 on the

Medicare worksheet B. The appÌaised value ofthe shared service areas allocated to the nursing

facilif shatl be added to the appraised value ofthe nursing facility's buildings, attached fixtures, and

land improvemeuts.
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For a newly-constructed nursilìg facility applying to participate in the medical assistance program

which commenced constÍuction after June 30, 1 985 and until August 3l , 1992, or a nursing faciliÇ
with an inclease in licensed beds of 50 percent or more, tlìe Deparhnent shall require an initial
applaisal upon completion ofthe construction. The consttuction is considered cotrrplete upol'ì

issuance ofa certificate ofoccupancy or, if no certification ofoccupancy is required, when available
for resident use. TIìe property-related payrnent rate is effective on the earlier ofeithel the first day a

resident is admitted or on the date the uursing facility is certified for medical assistance.

SECTION 16.020 Routine updating of âppraised value. For rate years beginning aftel June 30,

1986 and until July 1,1992,the Depattment shall routinely update the appraised value according to

items A to C.

A. The Departrrrent shall contract with a ploperty appraisal finr.r which shall usethe
depreciatecl Íeplacement cost rnethod to perform reappraisals. Each calendar year, fhe Department

shall select a random sample ofnot less than l5 percent ofthe total uutnber ofnursing facilities
participating in the medical assistance ploglam as of July l, ofthat year. The sample must trot include

nursing facilities receiving an interim payment late under Section 16.'l 40. All nursing facilities in the

sarnple must be reappraised during the lasl six morths ofthe calendar year. Incolnplete additions or
replacentents Íìrust not be included in the reappraisals. An incomplete addition or replacement is one

for which a certificate ofoccupancy is not yet issued, or ifa certificate ofoccupancy is not required,

the addition or replacement is not available for use.

The updated appraised value for hospital-attaclied nursiug facilities resulting fiom a reappraisal of
shared service areas must be allocated to the nursing facility ìu the same rat¡o indicated by tlìe
Medicare stepdown in effect on September' 30 ofthe rate yeal in which the reappraisal is conducted.

The rnethod described in Section I 6.01 0, is to be used to deternine allocation of tlie updated

appraised value. The reappraised value ofthe shared service areas allocated to the nursing facility
must be added to the reappraised value ofthe nursing facility's buildings, attached fixtures, and land

improvements.

B. The Depâftment shall compute the average percentage change in appÍaised values for the

nulsing facilities in the sample. The appraised value ofeach nursing facility not in the sarnple, and

not reappraised under Section 16.030, must be increased or decreased by tbe average petcentage

change sub.iect to the limits in Section 16.040. No redetermination ofthe average percer'ìtâge clìange

in appraised values shall be made as a result ofchanges in the applaised value ofindividual nursing

facilities in the sample made after the Departmellt's computation ofthe average percentage change.

C. For hospital-attached nursing facilities not in the sample, the allocation ofthe appraised

value ofthe shared service areas must be recotnputed if the hospital involved experiences a
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cumulative change in total patient days as defined by tlre Medicare program of more than 1 5 percent
from the reporting year in which the most recently used set ofallocation statistics were determined.
The allocation using the method described in Section 16.010 rnust be based on the Medicare
stepdown in effect on September 30 ofthe rate yeal in which the updating oftlie appraised value is

performed.

D. The adjustnrent to the property-related payment rate which rcsults from updating the
appraised value is effective for the rate yeal imrnediately following the rate year in which the updating
takes place except as providecl in Section 1 6.140.

E. Each calendar year that a random sample is selected in item A to compute the average
percentage change in appraised values in itenl B, the Department shall evaluâte the adequacy ofthe
sample size according to subitems ( I ) to (6).

(1) The tolerance level for an acceptable error rate must be plus or tninus three
percentage pohrts.

(2) The confidence level for evaluating the sample size must be 95 percent.

(3) The sample size requited to be within the tolerance level ir subitem (l ) lnust be

computed using standald stâtistical methods for determination ofa sample size.

(4) If the requited sample size in subitem (3) is greater than the sample size nsed in
item A, additional appraisals must be performed until the number ofappraisals is equal to tlìe required

sample size in subitem (3). The additional nursing facilities needed to complete the lequired sample

size must be randornly selected. A nursing facility that is receiving a special reappraisal under Section

I 6.03 0, or one that is receiving at interim payment rate under Section 1 6.I 40, or oÍìe that was

appraised in the original sample in item A must be excluded. The average percentage cltange in
applaised values in item B must be recomputed based on the increased sanple size in subitem (3).

(5) Ifthe tolerance level in subitem (l) continues to be exceeded after applying the

procedures in subitens (3) ard (4), the procedules in subitems (3) and (4) mLrst be repeated until the

error rate is within the tolerance level.

(6) lfthe required sample size in subitem (3) is equal to or less than the sample size

used in item A, the average percentage change in appraised values must be the percentage determined

in item B.

SECTION 16.030 Special reappraisals. Special t'eappraisals are subject to the requilements of
items A to F
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A. A nursing facility which rnakes an addition to or replacement of buildings, attached
fixtures, or land improvements may request the Department to conduct a reappraisal upon project
completion. A special reappraisal request must be submitted to the Depaltment within 60 days after
the project's completion date to be considered eligible for a special reappraisal. Ifa project has

rnultiple cornpletion dates or involves multiple plojects, only projects or parts of ptojects with
completion dates within one year ofthe completion date associated with a special reappraisal request
can be included for the purpose of establishing the nursing facility's eligibility fol a special
reappraisal. A facility which is eligible to Íequest, has requested, or lras received a special reappraisal
during the calendar year must not be included in the random sample process used to determiue the
avelâge percentage change in appraised value ofnursing facilities in the sample.

Upon receipt of a written request, the Depaltrnent shall conduct a leapplaisal within 60 days provided
that all conditions oftlìis section are met. The total historical cost ofthe addition or replacement,
exclusive of the proceeds from disposals ofcapital assets or applicable credits such as public grants

and insurance pLoceeds, must exceed the lesser of$200,000 or ten percent ofthe nost recent
appraised value. The addition or rcplacement must be complete and a celtificate ofoccupancy issued,
or ifa certificate ofoccupancy is not required, the addition or replacement must be available for use.

Special reappraisals under this item are lirnited to one per 12-month period.

B. A nursing facility whiclr retires builcliÍlgs, attached fixtures, land improvenents, or'

porfions thereofwithout replacement, shall report the deletion to tlìe Department within 30 days if the

histolical cost ofthe deletion exceeds $200,000. The Deparhnent shall conduct a reappraisal ofthe
nursing facility to establish the new appraised value and adjust the propefty-related payÍnent rate

accordingly.

C. The adjusted properS-related paynìent rate computed as a result ofreappraisals in items A
and B is effective on the first day ofthe month following the month in which the addition or
replacement was completed or when the deletion occurred.

D. The Depaltment shall reappraise every nursing facility at leâst once every seven calendar
yeals following the initial appraisal. The Department shall reappraise a nursing facility if at the end of
seven calendar years the nursing facility has not been reappraised at least once under Sections 16.020
oI 16.030. The Department shall postpone the first seventh year catcl]-up reappraisals until the ninth
year after the irritial appraisal ofall nulsìng facilities. Tlìe Depaftment shall adjust the property-

related payment rate to reflect the change in appraised value. The adjustment ofthe property-related
payment rate is effective on the first day ofthe rate year immediately following the reappraisal.

E. The Departnent may require the leappraisal ofa nursing facility within 60 days ofreceipt
of information provided by the Minnesota Department of Health regarding the violatioD of standards
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and rules refating to the condition ofcapital assets.

F. Changes in tìie appraised value cotnputed in this section must not be used to compute the

âverage percentage change in Section 16.020, item B.

SECTION 16.03 5 Appraisal sample stabilization. The percent change in appraised values used for
routine updating ofappraised values shall be stabilized by elirninatiug from the sample ofnursing
facilities those applajsals that represent tl'ìe five lrighest and the five lowest deviations from those

nursing facilities pleviously established applaised values.

SECTION I 6.040 Defermination of allowâble appraised value. A nulsitrg facili$'s appraised

value must be litnited by items A to G.

A. The replacement cost new pel bed linrit for licensed beds in single bedloorns and multiple

bedrooms is detetmined according to subitems (1) to (4):

(1) For the rate year beginning July I , 1992, the replacement-cost-rrew per bed limit
rnust be $37,786 per licensed bed in niultiple bedrooms and $56,635 per licensed bed in a single

bedroom. After September 30, 1992, new projects which meet the requirements in Section 16.1374,

item E, shall receive the replacemetrt-cost-new per bed limits in that provision.

(2) The avelage historical cost pet bed for depreciable equipment is computed by

aclding the historical cost of depreciable equipment fol each nursing facility as detelïìined in Sectiorl

16.1 00, item A and dividing the sum by the total number of licensed beds in those nursing facilities.

The amount is then subtracted from the replacement cost new per bed linrits determined in subitem

(1).

(3) Tlre differences computed in subitem (2) are the replacement cost uew per bed

limits for licerised becls in single bedrooms and multiple bedrooms effective for the rate year

beginning on July l, 1991 .

(4) On each succeeding January l, tlìe Departnrent will adjust the linit in subitem (1)

and the depreciable equipment costs in subitem (2) by the percentage change in the composite index

publishecl by the Bureau ofthe Economic Analysis: Price indexes for Private Fixecl ltrvestments in

StrrÌctules; Special Care fol the two previous Octobers..

B. Each nursing facility's rnaximum allowable ¡'eplacement cost new is deterl¡ined annually

according to subitetns (1) to (3):

(1) The multiple bedroonr replacemeÍìt cost new per bed limit in item A must be
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multiplied by the number of licensed beds fu multiple bedrooms

(2) The single bedroom rcplacement cost new per bed limit in item A must be

rnultiplied by the number of licensed beds in single bedrooms except as provided in Section l6.l 10,

item C, subitem (2).

(3) The nursing facility's maximum allowable replacement cost new is the sum of
subitenrs (l) and (2).

C. The nursing facility's replacement cost new determined in Sections 16.010 to 16.030 must

be leduced by the replacernent cost uew ofportions ofthe nursing facility used for functions whose

costs are disallowed under Sections 1.000 to 19.050. Examples ofsuch adjustments include non-

nulsing facìlity areas, or slrared areas, therapy areas, day care areas, etc.

D. The adjusted replacerneÍìt cost Íìew is the lesser of itetn B ol' C.

E. The adjusted depreciation is determhred by subtracting from the depreciation in Sections

1 6.01 0 to 16.030 the amount of depreciation, if any, related fo the portion of the

nursing facilif's replacement cost new disallowed irl ìtem C or D.

F. The nulsing facility's allowable appraised value is determined by subtracting the arnount

determined in item E floln the alnount in item D. If no adjustrnent to the replacement cost new is

required in itenrs C and D, then the nursing facility's allowable appraised value is the appraised value

determined in Sections 16.010 to I6.030.

G. A nursing facility which has reduced licensed bed capacity after the preceding January 1,

shall be allowed to aggregate the applicable replacernent cost new per bed limits based on the number

of beds licensed prior to the reduction; and establish capacity days for each rate year following the

licensure reduction based on the numbel of beds licensed on the previous April 4. The notification

must include a copy of the delicensure lequest that has been submitted to the Comrnissioner of health.

SECTION I 6.050 Allowable debt For purposes of determining the properry-related payment rate,

the Departrnent shall allow or disallow debt according to items A to F.

A. Debt shall be limited as follows:

(l ) Debt incurred for the pulchase of land directly used for resident care and the

purchase or constluction of nursing faciliry bLrildings, attached fixtules, or land improvetnents or the

capitalizecl replacement or capitalized repait of existing buildings, attached fixtures, ot land

ímprovenents shall be allowed. Debt inculred for any other purpose shall not be allowed.
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(2) Working capital debt shall not be allowed.

(3) An increase in the amount of a debt as a result of refitrancing of capitâl assets

which occurs aíïer May 22, 1983, shall not be allowed except to the extent that the increase in debt is

the result of refinancing costs such as poìnts, loan origination fees, ol title searches.

(4) An increase in the amount oftotal outstanding debt incurred after May 22,1983'
as a resu lt of a change in ownership or reorganization of provider entit¡es, shall not be allowed and

tlre previous owner's allowable debt as of May 22, 1983, shall be allowed under item B.

(5) Any portion ofthe total allowable debt exceeding the appraised value as

detetmined in Section 16.040 shall not be allowed.

(6) Any portion ofa debt of which the proceeds exceed the historical cost ofthe
capital asset acquired shall not be allowed.

(7) Debt associated witlr the appraised value, is subtt'acted form each facility's
appr.aised vâlue and the result is rnultiplied by 5.66%. The facility's interest expense, as lirnited by

floating and absolute maximum rates is added.

B. The nursing facility shall apportion debts incurred before October l, 1 984, among land

and buildings, attached fixtures, land intprovements, depreciable equipment and working capital by

direct identification. Ifdilect identification ofany palt ofthe debt is not possible, that poltion of tlie

debt wlìiclÌ cannot be dir.ectly identified shall be apportioned to eacli component, except working

capital debt, based on the ratio ofthe historical cost ofthe component to the total historical cost ofall
components. The portion ofdebt assigned to land and buildings, attached fixtures, and land

improvenlents is allowable debt.

A hospital-attached nursing facility that has debts thât are not directly identifiable to the hospital or

the nur.si¡g facility shall allocate the portion of allowable clebt computed accordiltg to Section I 6.050,

and allowable ilìterest expelìse computed accordiug to Section 16.070 assigned to land and buildings,

attached fixtures, and land improvements using the Medicare stepdown method desclibed in Section

16.01 0.

C. For debts incurred after September 30, 1984, the nulsing facility shall directly identify the

proceeds ofthe debt associated with specific land and bLrildings, attached fixtures, and land

itnprovements, and keep recolds that separate such debt proceeds from all other debt. Only the debt

identified with specifíc land and buildings, attached fixtures, and laud improvements shall be allowed.
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. D. For reporting years ending on or after September 30, l984,thetotal arnount of allowable
debt shall be the sum ofall allowable debts at the beginning ofthe repotting year plus all allowable
debts at the end ofthe reporting year divided by two. Nursing facilities which have a debt witli a zero

balance at the beginn ing ol end of the repolting year must use a mouthly average for the lepoÉing
year.

E. Except as provided irr item F, debt incurred as a result of loans between related

organizations nlust not be allowed.

F. Debt rneeting the cotlditions in Section 16.132 is allowable.

SECTION 16.060 Limitations on interest lates. The Department shall Iimit interest rates according

to itenls A to C.

A. Except as provided in item B, the effective interest rate ofeach allowable debt, including
poi¡ts, fi¡ancing charges, and amortization bond premiums or discounts, entered into after September

30, 1984, is lirnited to the lesset of:

(l) the effective interest rate on the debt; or

(2) I 6 percent.

B. Variable or adjustable rates for allowable debt are allowed subject to item A. For each

allowable debt with a variable or adjustable rate, the effective interest rate must be computed by

dividing the intelest expense for tlie reporting year by the average allowable debt computed under

Section 16.050, item D.

C. For rate years beginning on July l, 1985, and for rate years beginning after June 30,

1987 , tl.rc effective intelest rate fof debts incurred before october l, I 984, is allowed subject to item

A.

SECTION 16.070 Allowable interest expense. The Department shall allow or disallow interest

expense iucluding points, finance charges, and amortizâtion bond premiums or discounts ttnder items

AtoG.

A. lnterest expense is allowed only on the debt which is allowed under Section I 6.050 and

within the iÍìterest rate lir¡its in Section 16.060.

B. A nonpr.ofit nursing facility shall use its restricted funds to purchase or replace capital

assets to the extent ofthe cost ofthose capital assets before it borrows funds for the purchase or
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replacenent ofthose capital âssets. For purposes of this itern and Section 4.020, a restlicted fund is a

fund for which use is restl icted to the purchase or replacement ofcapital assets by the donor or by the

nonprofit nursing facility's board.

C. Construction peliod intetest expense must be capitalized as a part ofthe cost ofthe
building. The period ofconstruction extends to the earlier ofeither the fiÌst day a tesident is admitted

to the nursing facility, or.the date the nursing facility is certified to receive medical assistance

recipients.

D, luterest expense for allowable debts entered into after May 22,1983, is allowed for the

portion ofthe debt which together with all outstanding allowable debt does llot exceed 100 percent of
the most recent allowable appraised value as determined in Sections 16.010 to 16,040. For arate yeat'

beginn ing on or. after. July I , 1989, the interest expense tlrat results from a refinancing of a nursing

faCility's demand call loan, when the loan that must be refinanced was incurred before Ì|.i'ay 22' 1983,

is an allowable interest expeÍìse.

E. Increases iD interest expens e afte| ll!1lay 22,1983, which are the result of clranges iu

ownership or reorganization of provider entities, are not allowable.

F. Except as provided in itern G, increases in total interest expense which are the result of
refinancing of debt after May 22,1983, are not allowed. The total interest expense must be computed

as the sum ofthe annual iDterest expense over the remaining ternl ofthe debt refinanced.

G. Increases in total interest expense which result fi'oin refinancing a balloon payÍnent on

allowable debt aft er May 22,1983, shall be allowed according to subitems (1) to (3):

(l ) The interest rate on the refinanced debt shall be limited under Section 1 6.060' item

A.

(2) The Iefinanced debt shall not exceed the balloon payment'

(3) The term ofthe refinanced debt must not exceed the term of the original debt

corr.rputed as though the balloon payrnent did not exist.

SECTION 16.080 Building câpital allowânc€ for orvner-operâted nursing facilities or nursing

facilities with capitâl leâses. Except as provided in Section 16.140, for the rate years beginniDg after

June 30, 1985, thã building capital allowance for owner-operated nursing facilities or nursing

facilities with capital leases must be computed as follows:

A. The rental factor is 5.33 percent. For tlìe rate year beginning July I , 1988 the rental factor
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will be increased by 6.ZVo rotrnded to the uearest I 00th pelcent or 5.66 percent fol the put pose of
reimbursing nursing facilities for soft costs and errtrepreneurial profits not included in the cost
valuation services used by the stat€'s contracted appraisers. For rate yeal's beginling on or aftel July
I , 1989, the rental factor is the amount determined for the rate yeal beginning July 1, 1988.

B. The difference between the nursing faciliÇ's allowable appraised value determíned under
Sections I 6.010 to 16,040 and the allowable debt deterrnined in Section 16.050 is mulriplied by the
rental faotor.

C. The arnount deterrnined in item B must be added to the total allowable interest expense

determined under Sections 16.060 and 16.070.

D. Except as in item E, the amoult determined in item C must be divided by 95 percent of
capacity days.

E. Ifthe average length of stay in the skilled level ofcate within a nursing facility is 180 days

or less, the nursing facility shall divide the amount in itern C by the greâter of resident days or 80

percent of capacity days but in no event shall the divisor exceed 95 percent

of capacity days.

Fot purposes of th¡s iteln, the nursing facility shall compute its average length of stay for the skilled
level ofcare by divicling tlie nursing facility's skilled resident days for the leporting year by the

nursing facility's total skilled level ofcare discharges for that reporting year.

F. lfan operating lease provicles that the lessee's lent is adjusted to recognize improvements

made by the lessor and lelated debt, the costs for capital implovements and related debt are allowed in

the computation ofthe lessee's building capital allowance, provided that reimbursemel'ìt for these

costs uuder an operatiÍìg lease do not exceed the rate otherwise paid.

SECTION 16.090 Building capital allowance for nursing facilities with operating leases. Except

as provided in Section 16.140, for rate yeaís beginning after June 30, 1985, the building capital

allowance for nursing facilities witlr operating lease costs incurred for buildittgs must be paid as

determined by items A to C.

A. The allowable appraised value ofthe nursing facility must be established according to

Sections 16.010 to 16.040.

B. The allowable interest expe se detelmined undel SectioÍìs 16.060 and 16.070 and the

allowable debt detennined under Section 16.050 for the Ieased nulsing facility rnust be considered

zero,.
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C. Except as in item D, the building capital allowance must be the lesser of the operating

lease expense divided by 95 percent ofcapacity days, or the allowable applaised value multiplìed by

the rental factor and then clivided by 95 percent of capacity days.

D. A nursing facility with au avelage lengtlr ofstay of 180 days ol less shall use the divisor
determined in Section 16.080, item E, hstead of95 percent ofcapacity days.

SECTION 16.100 Dquipment âllowance. Fol rate years beginning after June 30, 1985, the

equipment allowance must be computed according to items A to E.

A. The histolical cost ofdepreciable equiprrent for nursing facilities which do not have costs

for operat¡ng Ieases for depreciable equipment hr excess of$10,000 during the reporting year ending

September 30, 1984, is delermined under subitems (1) and (2):

(l) The total historical cost ofdepreciable equiprnent repofted on the nursing facility's

audited financial statement for the repottirìg yeat ending Septernbel'30, 1984, must be muttiplied by

70 pelcent. The product is the histolical cost ofdepleciable equipment

(2) The nursing facility may submit an analysis which classifies the historical cost of
each item of depreciable equipment reported on September 30. 1 984. The analysis must incltlde an

iternized description ofeach piece ofdepreciable equipment and its historical cost. The sum ofthe
historical cost ofeach piece of equipmerìt is the total historical cost ofdepreciable equipment for that

nursing facility. For purposes of this item, a hospital-attached nursing facility shall use the allocation

method in Section I 6.010 to stepdown the historical cost ofdepleciable equipmelt.

B. The historical cost per bed ofdepreciable equipmellt for each nursing facility must be

conrputed by dividing the total historical cost ofdepreciable equiptnent determined in item A by the

nursing facility's total number oflicensed beds on September 30, 1984.

C. All nursing facilities must be grouped in one of the following:

(l) nursing facilities with total licensed beds of less than 6l beds:

(2) nursing facilities with total licensed beds ofmore than 60 beds and less than l0l
bedsl or

(3) nuLsing facilities witll more thatl 100 total licerlsed beds

D. Within each group determined in itern C, the historical cost per bed for each nursing

JUN 2 I 2f}17
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facility determined in item B must be ranked and the median liistorical cost per bed established.

E. The nedìan historical cost per bed for each group ir item C as determined in itenl D must
be increased by ten pelcent. For rate years beginnirrg aftel June 30, 1986, this amount shall be

adjusted ânnually by the pelcentage change indicated by the ulban consutner price ìndex for
Minneapolis-Saint Paul, as published by the Bureau of Labor Statistics, new seties index (1967=100)
for the two previous Decenrbers.

F. The equipment allowance for each gtoup i¡ iteni C shall be the arnount cornputed iu item E

nrultiplied by l5 percent and divided by 350.

G. For the rate yeal beginning July 1, 1990, the Commissioner shall increase tlte nursing
facility's equiprnent allowance established in items A to F by $.I 0 per resident day.

H. Fol the rate peliod beginning Octobel l, 1992, the equiplnent allowance for each nursing

facility shall be increased by 28 percent. For rate years beginning after June 30, 1993, the allowance

must be adjusted annually for inflation by the index in E.

SECTION 16. I l0 Capacity days. The number of capacity days is determined under items A to C.

A. The number of capacif days is determined by multiplying the number of licensed beds in
the nursing facility by the number ofdays in the nutsing facilif's reporting period.

B. Except as in itern C, nursing facilities shall increase the number ofcapacity days by

mu ltiplying the number of licensed sirgle bedrooms by 0.5 and by the number of days itr the nursing
facility's repoÉing period. This ad.iustrnent has the effect ofassigning a greater proportion ofproperty
costs to single bed rooms.

C. The Departlnent shall waive the requirements of item B if a nursing facility aglees ín

writing to subitems (1) to (3).

(l ) The nursing facility shall agree rìot to request a private room pâyment in Section

18.030 for any of its medical assistance residents il licensed single bedroorns.

(2) The nursing facility shall agree not to use the silgle bedroom replacement cost

new lirnit for any of its licensed single bedlooms in the computation ofthe allowable appraised value

in Section 16.040.

(3) The nursing facility shall agl'ee not to cÌtarge any private paying resident in a

single bedroom a payment rate ihat exceeds tlre amount calculated under clauses (a) to (c).
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(a) The nursing facility's average total paymeltt rate shâll be determined by

multiplying the total paynient rate for each case mix resident class by the number oflesident days fot
that class in the nursing facility's reporting yeal and dividing the sutn ofthe resident class amounts by

the total numbel of resident days in the nursing facility's reporting year.

(b) The nursing facility's maximum single bedrootn adjusttnent nrust be

determined by Írultiplying its average total payment rate calculated under clause (a) by ten percer'ìt.

(c) The nulsing facility's single bedroom adjustment which must not exceed

tlle amoulìt contputed in clause (b) rnust be addecl to each total payment rate established in Section

18.010 to determine the nursing facility's single bedroom payment rates.

SECTION 16.120 Capitalizâtion. For râte yeats after June 30, 1985, the cost of put'chasing ot

repairing capital assets shall be capitalized undel items A to D.

A. The cost ofpurchasing a capital asset listed in the depreciatiort guidelines must be

capitalizecl. The cost ofpurchasirrg any other capital asset not included in the depreciatiort guidelines

Ínust be capitalized if the asset has a useful life of rnore than two years and costs nrore than $500.

B. The nursing facility may consider as an expense a repair that costs $500 or less. Repaits

that ale considered as au expense tnust be classified in the plant operation and

maintenânce cost category. Ifthe cost ofa repair to a capital asset is $500 or more, atrd the estimated

useful life ofthe capital asset is extended beyond its origìnal estimated useful life by at least two
years, or if the pr.oductivity ofthe capital asset is il'ìcreased significantly over its original productivity,

tlren tlre cost ofthe repait must be capitalized.

C. Tlre property-relafed expendìtures related to capital assets such as lease or depreciation,

interest, and real estate taxes which are used by central, affiliated, or corporate offices must be

classified iu the nursing faciìify's general and administrative cost categoly.

D. Construction period interest expense, feasibilif studies, and other costs lelated to the

construction period must be capitalized.

SECTION 16.130 Determination ofthe property-related pâyment rate. Tlre Depaftment shall

determine the property-r'elated payment rate according to items A to G.

A. Except as provided in Section l6.140,tlte building capital allowance ofeach nursing

horne shall be added to the equiprnent allowance.
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B. For rate years beginning after June 30, 1986, the historical propelty-related cost per dien
shall be the property-related payment rate established for the previous rate year unless the nurshrg
facility's capacif days change. lftlre nulsing facilib/'s câpâcity days change frorn one reportirìg year
to the next for any reason including a change in the number of licensecl nursing facility beds, a change
in the election for computing capacity days as provided in Section I 6.1 I 0, or a change in the number'
ofdays in the reporting year, the historical ploperty related pel diem must be recalculated using the
capacity days for the reporting year in which the change occurred.

C. For rate yeals beginning after June 30, 1985, the property-related payrnent rate shall bethe
lesser ofthe amount cornputed in itern A or the historical property-related per diem in iiern B
increased by six percent for each rate year beginning July l, 1985 through July l, 1989, except as
provided in items D to G.

D. A nursing facility whose allowable historical property-r'elated per diem determined in item
B is less than or equal to $2.25 shall receive a property related payment late equal to the greater of
$2.25 or its allowable histolical propeúy-relâted per cliem increased by six percent for eaclr rate year
beginning July l, 1985 through July 1, 1989, except that the property-related payment rate shall not
exceed the amour'ìt determined in item A.

E. A nursing facility whose allowabÌe historical properry-related per cliem detennined in item
B is greater than the amorìnt detennined in item A slrall receive a property-related payment rate equal
to ìts allowable historical property-related per diem.

F. In the event ofa change of ownership or reorganization of tlre provider entity
occurring after June 30, 1985, the nursirg facility's property-related payment rate must be tlie lesser of
the propel ty-related payment rate in effect at the time ofsale or reorganization or the amount
determined in item A. Changes iri the property-r'elated payment rate as a result ofthis iteln shall be

effective on the date ofthe sale or reorganization ofthe plovider entity. For tlre purposes of this
subsection, the following types oftransactions shall not be considered a sale or reorganization of a
provider entif :

(l) The sale or transfer ofa nursing facility upon death ofan owner.

(2) The sale or transfer ofa nursing facilig due to serious illness or disability ofan
owner as defined under the social security act.

(3) The sale or transfer ofthe nursing facility upon retirement ofan owner at 62 years

of age or older.
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(4) Any transaction in which a paÍrer, owner, or shareholder acquires an interest or
share ofanother partner, owner, or shareholder in a nursing facility business provided the acquiring
partner, owner, or share has less than 50 percent owlìershìp after the acquisition.

(5) A sale and leaseback to the same licelrsee which does uot constitute a change in

facility license.

(6) A transfer of an interest to a trttst.

(7) Gifts or other transfers for no consideration.

(8) A merger of two or tnore refated organizations.

(9) A transfer of iÍìterest in a facility held in receiversltip

(10) A change in the legal form ofdoing business other than a publicly held

organization which becomes plivately held or vice versa.

(1 l) The addition ofa new pafiuer, ownet, or shareholder who owns less than 20

percent ofthe nursing facìlity or the issuance ofstock.

( l2) An involuntary transfer including foreclosure, bankruptcy, or assignment for the

benefit of cleditors.

G. Tlre ploperty-related payn.rent late for a nursing facility which qualifies for the special

reappraisal in Section 16.030, item A shâll be determined according to subitems (l) to (2).

(1) Ifthe amount colnputed according to itern A using the teappraised value is equal

to or less than the pfoperty-related payment rate in effect priof to the reappraisal, the propeÉy-Ielated

payment rate in effect prior to the reappraisâl shall not be adjusted

(2) Ifthe alnount computed according to item A using the reappraised value is greater

than the pfopeÉy-related payment r.ate in effect prior to the reappraisal, the property-related payrnent

in effect prior to the reappraisal shall be added to the difference between the amount computed

according to itern A using the reappraised value and the amount value prìor to the reapptaisal. This

sum must not exceed the a¡rrount conputed ìn itetn A using the reappraised value. lfthe difference

between the amount computed according to item A using the reappraised value and the amount

computed according to itern A using the rnost recelìt âppraised value prior to the reappraisal is equal

or less than zero, the difference shall be considered zero
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SECTION 16.132 Special property-related payment provisions for certâin leased nursing
facilities.

A. A nulsing facility leased prior to January I , 1986, and currently subject to adverse

licensure action by the Minnesota Depal'tment of Health and wlrose ownership changes priol to July

1 , 1990, shall be allowed a propeúy paymeÍìt râte equal to the lesser of its cut't'ent lease obligation
dividecl by its capacity days as outlined in Sectiott 16.1 I 0, or the frozen propeúy paymellt rate iÍì

effect for the rate yeal beginning July 1, 1989. For rate years beginning on or after July 1, 1991, the
property related paylnent rate shall be its reÍìtal rate as computed using the previous owner's allowable
principal and interest expense as allowed by the Minnesota Department ofHuman Services ptior to
that prior owner's sale and lease-back tl'ansaction of
December 1985.

B. Notwithstanding other provisions in this attachment, a nursing facility licensed fot l22
beds on January 1, 1998, and located in Colurnbia Heights has its property-related paylnent late set

u¡der this section. The Department shall make a rate adjustment by adcling $2.41 to the facility's July

I , 1997 property-related payment rate (which is effective for rate years beginning on ol after Jtrly l.
1998). The adjustment remains ill effect so long as the facility's rates are set under this section. Ifthe
facility participates in the contractual âlternative payment rate system ofSection 22.000, the
âdjustment in this item is included in the facility's contract paylnent late. Ifhistorical rates or
property costs recognized under this section become the basis for fufure medical assistance payments

to the facility under a managed cate, capitation or other alternative payment system, the adjustment of
this itenl will be ircluded hr the computation ofthe facility's payments

SECTION 16.133 Special property-r€lated pâyment provisions for recently constructed nurs¡ng

facilities. For the rate years beginning on or aftel July l, I 990 nursing facilities that on or after

January l, 1976, but prior to January 1, 1987, wele newly licensed after new cot'ìstl uctiolì, or

increased theif licensed beds by a rninimum of35 percent through new constructiot], and whose

building capital allowance is less than their allowable annual principal and irìterest on allowable debt

prior to the applicâtion ofthe replacement cost new per bed limit and whose remahing weighted

average debt amortization schedule as ofJanuary I, 1988, exceeded l5 years, mttst receive a ploperty

r.elated payment rate equal to the greater oftheir rental per diem o[ their ar]nual allowable ptincipal

and allowable interest without application ofthe replacemellt cost llew per bed limit divided by theit
capacity days frorr the preceding reporting year, plus their equipment allowance.

A nur.sing facility that is eligìble for â property related payment rate under this section altd whose

properry payment rate in a subsequent year is its rental per diem must continue to have its property

r.elated paynent lates established for all future years baspd on the rental reimbursement fotmula. The

Commissioner may require the nursing facility to apply for refinancing as a condition ofreceivíng

special rate treatment underthis section. lfa nursing facilifl is eligible fora property related paylnent
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rate under this section, and tlìe nursing facility's debt is refinanced after October l, 1988, the
plovisions of palaglaphs ( I ) to (7) also apply to the propelty related payrnent late for rate years

beginning on or after July I , 1990.

(l) A nulsing facility's te{inancing rrust not include debts with balloon payments.

(2) Ifthe issuance costs, including issuance costs on the debt refinanced, are fiuanced

as part ofthe refinancing, the historical cost ofcapital asset limit includes issuance costs that do not

exceed seven percent ofthe debt refinanced, plus related issuance costs. For purposes ofthis sectiou,

issuance costs means the fees chalged by the undelwrifer, issuer, attorneys, bond raters, appraisers,

and tl'ustees, and includes the cost ofprinting, title insurance, registrâtiol'ì tax, and a feasibility study

for the refinancing ofa nursing facility's debt. Issuance costs do not include bond premiums or
discouuts when bonds ate solcl at other than theit pat vaLre, poittts, or a bond reserve futrd. To the

extent otherwise allowed under this paragraph, the straight line amoltization ofthe rcfinancing costs

is not an allowable cost.

(3) The annual plincipal and interest expense paymetlts and any reqttired annual

murricipal fees on the nursing facility's refinancing replace those ofthe refinalìced debf ând, together

with annual principal and interest paytnents on other allowable debts, ale allowable costs subject to

tlre liniitation in subitem (2), if any.

(4) lfthe nulsing facility's refinancing includes zero coupon bonds, the

Commissioner shall establish a monthly debt service payrnent schedule based on an annuity tliat will
produce an amouÍìt equal to the zero coupon bonds at maturity. The term and itìterest rate is the telm

and interest rate ofthe zero coupon boÍìds. Any refìnancing to repay the zero coupon bonds is not an

allowable cost.

(5) The annual amount of the annuiry paylnents is added to the nursing facility's

allowable annual ptincipal and iÍìterest expellse payment colnputed in subitern (3).

(6) The property related payn'ìent rate is equal to the amount ìn subitem (5) divided by

the nursing facility's capacity days as determined ill Section 16. I 1 0, for the preceding repoÉing year

plus an equipment allowance.

(7) Except as provided in tlris section, the previously outlined methodology for the

calculation of property payment rates applies

SECTION I 6. 136 Prop€rty payment râtes for rate years beginning on or after July l, 1990, Fot'

purposes of property-related reimbursement under this section, nurshrg facilities will be grouped

accor.ding to the type of property related payment rate the Commissioner of Human Services for the
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rate yeal beginning July 1, 1989. A nursing facility whose property late was determined underfull
tental shall be considered gloup A. A facility whose property paymellt rate was determined under
phase down to rental reimbursement shall be considered group B. A facility whose rate was

determined undet the phase up provísions will be consideled group C.

A. For the rate year beginning July I , 1990, a group A facility will continue to have its
property-related payÍì'ìent rate determined iu accordance with the provisions of Section I 6.080.

B. For the rate year beginning July I, 1990, a group B facility will teceive a payment related

rate equal to the greater of:

(1) 87% ofthe property related payment rate in effect on July 1, 1989; or

(2) the rental per diern calculated in accordance with the provisions of Section 16.080

and this section; or

(3) the sum of 100% ofthe nursing facilities allowable principal and interest expeuse;

plus its equipment allowance multiplied by the resident days for the reporting year ending Septen.rber

30, 1989, divided by the nulsing facilities capacity days.

C. For the late year beginning July I , 1990, a gloup C facility will have its properf related
payÍìrent rate calculated undel the provisions of Section I 6.1 30 item C and this section, except that its
pl'opelfy related payment rate cannot exceed the lesser of its propel'ty related paylnent rate established

for the rate year beginning Ju ly 1 , 1989, rnultiplied by 116% ot the rental per diem detelmined

effective July l, 1990.

D. The propetty related payment rate fot a nursing facility that qualifies for a special

reapplaisal will have the applicable' property lelated pâyment rate as calculated above and as adjusted

in accordance with the provìsions of Section I 6.030.

E. Except as provided in Section 16.130, item F, and Sectioti 16.1 32, a nursing facility that

has a change of ownership or a reot ganization of provider entity is subject to tlie provisions of Sectiolr

16.1 30, itern F.

F. Except as provided in Section I 6.1 33, a nursing facility will have its property related

paymentratecalculatedaccordingtoitemsAtoE.'lhosenulsingfacilitieswhosepropeltyrelated
payment rates are calculated under the provisiolls of Section 1 6. 133 will receive a proper[ r'elated

payment rate equal to the greater of the rate calculated under Section 16. 133 or that rate applicable

under items A to E.
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SECTION 16. 1370 Hold-harmless property-related râtes.

A. Ternrs used in Sections 16.1370 to l6.l378shall be as defined intheplan. Capital assets

for purposes of Sections I 6.1 370 to I 6. l3 78 only means a nurshrg facility's buildings, attached

fixtures, land improvements, leasehold improvements, and all additiolls to or l'eplacements ofthose
assets used directly for resident care.

B. Except as provided inthis section, for late periods beginning on October I, 1992,andfor
rate years beginning after June 30, 1993, the property-related rate for â nursing facility shall be the

greatel of $4 or the propeúy-related paylìrent rate in effect oll Septernber 30, 1992. In addition, the

incremental increase or decrease in the nurshg facility's rental rate will be detennined under this plan.

An increnlental decrease witli an effective date after June 30, 1993, must reduce the nulsing facility's
property related payment rate.

C. Notwithstanding Section 16.130, item F, a nursing facility that has a sale permitted under

Section I 6. 1371 after Jme 30, 1992, shall receive the property-related paytnent Íate in effect at the

tinìe ofthe sale or reorganization. For rate periods beginning after Octobel' 1. 1992, a nursing facility
shall receive, in addition to its propel'ty-related payment rate in effect at the time ofthe sale, the

incremental increase allowed under Section 16.1371 . For rate years beginning after June 30, 1993, a

nursing facility shall receive, in addition to its pl'operfy-r'elated payment rate in effect at the tinre of
the sale, the increnental increase or decrease allowed under Section I 6.1371 .

D. Fol rate years beginning after June 30, 1993, the properb,-related rate for a nursing facility
licensed aftet J uly l, 1 989 that was sold during the cost repolfillg year ending Septernber 30, I 991

(after relocating its beds from a separate nursing l'ìolne to a building formerly used as a hospital) is its

propeúy-related rate before the sale plus:

( I ) the incremental increase effective October l, 1992 of 29 cents per day; and

(2) any incremental increases after O ctober 7,1992 calculated by using its rental rate,

lecognizing the cul ent appraised value ofthe facility at the new location, and including as allowable
debt other.wise allowable debt incurred to remodel the facility in the new Iocation before relocating its

beds.

Section 16.1371 Limitâtions on sales ofnursing facilities.

A. For rate per iods beginning on October 1 , 1992, attd fot rafe years beginning after June 30,
'I 993, a nursing facilif's property-related payment rate as established under Section 16. I 3 70 shall be

adjusted by either itern B or C for the sale ofthe nursing facility, including sales occurring after June

30, 1992, as providecl in this Section.
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B. Ifthe nr.rrsing facility's property-felated pâyment rate under Section I 6. I 3 70 priol to sale is

greater than the nursing facility's rental rate under this plan prior to sale, the nursing facility's
property-related payment rate after sale shall be the greater of its property-related payment rate ullder
Section I 6. I 3 70 priol to sale ol its rental rate u nder th is p lan calcu lated after sale.

C. Ifthe nulsing facility's pr operty-related payment late uuder Section 16.1370 prior to sale is

equal to or less than the nursing facilif's rental mte under this plan pliol to sale, the nursing faciliry's
properly-related payment rate after sale shall be the nulsing facility's propetty-related payment rate

uncler Section I 6.1 370 plus the difference between its t'ental rate calculated under this plan prior to
sale and its rental rate calculated under this plan calculated after sale.

D. For purposes of this section, "sale" means the purchase ofa uursing facility's capital assets

with cash or debt. The term saìe does not include a stock purchase ofa uursiug facility or any ofthe
following tlausactions:

(1) a sale and leaseback to the salne licensee that does not coustitute a change in

facility license;

(2) a transfer of an interest to â trust;

(3) gifts or othel ttansfers for no colìsideratiolli

(4) a rnerger of two or more related organizationsl

(5) a change in tlìe legal forln ofdoing business, other than a publicly held

organization that becomes privately held or vice vetsa

(6) the addition of a trew pattner, owner, ot' slrareholder who owlrs less than 20

percent of tlte nursing hone or the issuance ofstock; and

(7) a sale, merger, reorganization, or any other transfer of interest between related

organizations other thân those pennitted in this section

E. For purposes of this item, "sale" includes the sale or transfer ofa nursing facility to a close

relative as defined in Section L030, upon the death of an owner, due to serious illness or disability, as

defined under the Social Security Act, under 42 U.S.C. S423(dXl)(A), or upon retirement ofan
owrer fi.orn the business of owning or operating a nursing home at 62 years ofage or older. For sales

to a close relative allowed under this item otherwise nonallowable debt resulting flom seller fitrancing

of all or a pofiion ofthe debt resulting frorn the sale shall be allowed and shall uot be subject to

ATTACHMENT 4.I9-D (NF)
Page 98



STATE: MINNESOTA ATTACHMENT 4.19-D 0\jF)
Effective: lanuary 1,2017 Page 99
TN: l7-01
Approved: JUN 21Z0l7
Supelcedes: l6-04(15-10. l4-13,13-16, 12-23,12-'15.12-ll,11-26,1l-17, ll-13, ll-08,0-25,

t0-15, 10-13, 09-26, 08-l 8, 08-15, 07-l 0,07-07,06-13,05-14)

Section 16.050, item E, provided that in acldition to existing requirements for allowance ofdebt and
interest, the debt is subject to repaymeDt through annual ptincipal payments and tlie interest râte on
the lelated organization debt does not exceed three pel'centage points above the posted yield for
standard conventional fixed rate moltgages ofthe Federal Home Loan Moftgage Coryoratìon for
delivery in 60 days in effect on the day ofsale. lfat any time the seller forgives the related
organization debt allowed under this item for other than equal amount of payment on that debt, then
the buyer shall pay to the State the total revenue received by the nursing facility aftel the sale
attributable to the amount of allowable debt which has been forgiven. Any assignment, sale, or
transfer ofthe debt instrurrrent entered iuto by the close relatives, either directly ol indirectly, which
grants to the close lelative buyer the righfs to receive all or a portion oftìre payments under the debt
instrument shall, effective on the date ofthe transfer, result in the prospective reduction in the
corresponding porlion ofthe allowable debt and interest expense. Upon the death ofthe close relative
sellet, any remaining balance ofthe close relative debt must be refinanced and such refinancing shall
be subject to the provisions ofSection '16.070, item G. This paragraph shall not apply to sales

occurritrg ou ot after June 30, 1997.

F. For purposes of this section, "effective date ofsale" means the later ofeither the date on
which legal title to the capital assets ìs transferred or the dâte on which closing for the sale occurred.

G. The effective day for the property-related payment rate detennined uncler this section shall
be the first day ofthe month following the month in which the effective date of sale occurs or October
l, 1992, whichever is later.

H. Notwithstanding Section 16.050, item A, subiterns (3) and (4), and Sectiolr 16.050, items
E ând F, the Corlrmissioner shall limit the total allowable debt and related interest for sales occurring
after June 30, 1992, to the sum ofsubiteurs (l) to (3):

(l ) the historical cost ofcapital assets, as ofthe nursing facility's rnost tecent plev¡ous
effective date ofsale or, ifthere has been no previous sale, the nursing facility's initial historical cost
of constlucting capital assefs;

(2) the average annual capital asset additions after deduction for capital asset

deletions, not including depreciations; and

(3) onehalf of the allowed inflation on the nursing facility's capital assets. The
Commissioner shall compute the allowed inflation as described in item I.

I. For purposes of computing the arnount of allowed inflation, the Cotnmìssioner must apply
the following principles:
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(l) the lesser ofthe Consurner Price Index for all urban consunrers or tlre Dodge
Construction Systems Costs for Nursing Homes for any time peliods during which both are available
must be used. lf the Dodge Constructior'ì Systems Costs for Nurcing Homes becomes unavailable, the
Commissioner sliall substitute the index in Section 16.040, item A, subitem (4), or such other index as

the secretary of the health cale financing adrninistlation rnay designate;

(2) the amount of allowed inflation to be applied to the capital assets in item H,
subitems (l) and (2), must be computed separately;

(3) the amount of allowed inflation must be determined on an annual basis, prorated

on a monthly basis fol partial yeals and ifthe initial month ofuse is not detenninable for a capital
asset, then onehalf ofthat calendar year shall be used for purposes of plorating;

(4) the amount of allowed inflation to be applied to the capital assets in itern H,

subitems (1) and (2), nlust uot exceed 300 percent ofthe total capital assets in any one ofthose
clauses; and

(5) the allowed inflation must be computed starting with the month following the
nursing facility's most recent prev¡ous effective date ofsale or, ifthere has been no previous sale, the

month following the date of the numing facility's initial occupancy, ancl ending with the montl'ì

pleceding the effective date of sale.

J. lf the historical cost ofa capital asset is not readily available for the date ofthe nursing

facilily's rnost recent previons sale or ifthere has been no previous sale for the date ofthe nursing

facility's initial occupancy, then tlie Commissioner shall limit the total allowable debt and related

interest after sale to the extelìt recognized by the Medicare intermediary after the sale. For a nursiug

fâc¡l¡ty that has uo historical capital asset cost data available and does not have allowable debt and

interest calculated by the Medicare intermediary, the Comurissioner shall use the historical cost of
câp¡tal asset data from the point in time for which capital asset data is recorded in the nursing facility's
âudited fi nancial statenents.

K. The lirnitations in this subdivision apply only to debt resulting from a sale ofa nursing

facility occurring after June 30, 1992, including debt assumed by the purchaser of the nulsing facility

SECTION I 6.1 372 Capital repair and replacement cost reporting ând rate calculation.

For rate years beginning aftet June30,1993, a nulsing facility's capital repair and replacelne t
payment rate shall be established annually as provided in items A to E.

A. Notwithstanding Section 16.120, the costs ofany ofthe foÌlowing items, not included in
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the equity hrcentive computation under Section 16.1373 or repoÉed as a capital asset addition under
Section 16.375, item B, including cash payment for equity investment and principal and interest
expense for debt financing, must be reported in the capital repail and replacemerrt cost category when
the cost of the item exceeds $500:

(l ) wall coverings;

(2) painf¡.

(3) floor coverings;

(4) window coverings;

(5) roof repair; and

(6) window repair or replacement

B. Notwithstanding Section 16.120, the repair or replacernent of a capital asset not included
in the equity incentive computatious under Section 16. I 373 or repoded as a capital asset addition
under Section I 6.1375, item B, must be reported in the capital repair and replacement cost category
when the cost ofthe item exceeds $500, or in the plant opelations and nraintenance cost category
when the cost ofthe item is equal to or less than $500.

C. To compute the capital repair and replacement pâyment râte, the allowable annual repair
and replacernent costs for the repofting year must be djvided by actual resident days for the reporting
year. The annual allowable capital repair and replacement costs shall not exceed $150 peL licensed
bed. The excess ofthe allowed capital repair and replacement costs over the capital repair and
replacement limit shall be a cost carryover to succeeding cost leporting peliods, except that sale ofa
facìlity, under Secfion 16.1371, shall terrninate the carryover ofall costs except tlìose incurred in the
most recent cost leporting year. The telmination ofthe canyover shall have effect on the capital
repair and replacement late on the same date as provided in Section 16.137I, item F, for the sale. For
rate years beginning after June 30, 1994, the capital repail and replacernent limit shall be subject to
the index provided in Section 16.040, item A, subitem (4). For purposes ofthis section, the number
of licensed beds shall be the number used to calculate the nursing facility's capacity days. The capital
repair and replacement late rnust be added to the nursing facility's total payment râte.

D. Capital repair and replacement costs unde¡ this Section shall not be counted as either
care-related or other operating costs, nor subject to care-related or other operating limits.

E. lfcosts othelwise allowable under this section are iucurred as the result ofa project
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approved under fhe moratoríun exception process or in counectiou with an addition to or replacelnent

ofbuildings, attached jÌxtures, or land improvements for which the total historical cost ofthese assets

exceeds the lesser of$150,000 or teD percent of the nursing facility's appraised value, tlrese costs mUSt

be claimed under Sections 16.1373 or I 6. 1374 as appropriate.

SECTION 16.I 3 73 Major additions and replacements; equity incentive. For rate years beginu ing

after June 30,1993, ifa nursing facility acquires capital assets in connection with a project approved

under the rnoratorium exception process or iu cotrnection with an additíon to or replacement of
buildings, attached fixtules, or land improvements for whìch the total historical cost ofthose capital

asset additions exceeds the lessef of $ I 50,000 or ten percent of the most recent appraised value, the

nursing facility shall be eligible for an equity incentive payment rate as in items A to D. This

computation is separate from the determination ofthe nursing facility's rental rate. An equiry

incentive pâyment late âs computed under this subdivision is limited to one in a 12-month period.

A. An eligible nursing facility shall receive an equity incentive payment rate equal to the

allowable historical cost ofthe capital asset acquired, minus the allowable debt dilectly identified to

that capifal asset, rnultiplied by the equity incentive factor as descl'ibed in iterns B and C and divided

by the nursing facility's occupancy factor under SectioD 16.090, items C or D. This amount shall be

added to the nursing faciliry's total payment rate and shall be effective the same day as the incremental

increase irr item D ol Section I 6.1374. The allowable histol ical cost oftl'ìe capital assets and the

allowable debt shall be deter¡nined as provided in this plan.

B. The equity incentive factot'shall be determined under subitems (l) to (4):

(1) divide the initial allowable debt in item A by the initial historical cost ofthe capital

asset additions referred to in item A, theri cube the quotient,

(2) subtract the amount calculated in subitem (l) from the nurnber one,

(3) cletermine the difference between the rer'ìtal factor and the lesser of two percentage

points above the posted yield fol standard conventìonal fixed tate mortgages ofthe Federal Home

Loân Mortgâge Corporatiorr as published in fhe Wall Street Journal and in effect on the first day of
the month the debt ol cost is incurred, or 16 percent,

(4) multiply the amount calculated in subitem (2) by the amount salculated in subitem

(3).

C. The equity iucentive paymerìt rate shall be limited to the term ofthe allowable debt in itern

A, not gfeâter than 20 years nor less than ten years. Ifno debt is incurred in acquiring the capital

asset, the equity incentive payment rate shall be paid for ten years. The sale ofa nursing facility
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under Section 16.1371 shall terminate application ofthe equity incentive payment rate effective on the
date provided in Section 16.1371, item F, fol the sale.

D. A nursing facility witlr an addition to or a renovation of its buildings, attached fixtures, or
land improvements lneeting the cr¡teria in this section and not receiving the property-related payrnent
late adjustment in Sectiolì 16.1374, shall receive the incremental change in the nursing facility's rental
rate as determirled under this plan. The incremental change shall be added to the nulsing facili¡,'s
property-related payment rate. The effective date ofthis incremental change shall be the first day of
tlie ¡nonth followirig the month ìn which the addition or replacement is cornpleted.

SECTION 16.1374 Special provisions for exceptions,

A. Notwithstanding Section I 6.030 for rate periods beginning on October l, 1992, a¡d îor
rate yeals beginning after June30,1993, a nursing facility that has completed a renovation,
replacernent, or upglading project âpproved under the morâtorium exception process, or a nursing
facility that has received â statutory exceptiolr after June 30, 1995, except for a 1 l5 bed county owned
nursing facility which has received a statutory exception in 1993, shall be reimbursed for costs
directly identified to that project as plovided in Section 16.1373 and this section.

B. Notwithstanding Section 16.050, item A, subiterns (l) and (3), and Section 16.070, item
D, allowable ir'ìterest expense on debt shall include:

(1) interest expense on debt related to the cost of purchasing or replacing depreciable
equipment, excluding vehicles, not to exceed ten percent ofthe total historical cost of tlìe project; and

(2) interest expense on debt related to financing or refinancing costs, including costs
related to points, loan origination fees, financing charges, legal fees, and title searches; and issuance
costs including bond discounts, bond counsel, underwriter's counsel, corporate counsel, printing, and
financial forecasts. Allowable debt related to items in this clause shall not exceed sevel percent ofthe
total historicâl cost of the project. To the extent these costs are financed, the straight-line
amofiization of tlre costs in this clause is not an allowable costi and

(3) intelest on debt incurred for the establishment ofa debt reserve fund, net ofthe
iÍìterest earned on the debt reserve fund.

C. Debt incurred for costs under iteni B is nof subject to Section 16.050, itern A, subitems (5)
or (6).

D. The incremental increase in a nursing facility's lental rate, resulting from the acquisition of
allowable câpital assets, and allowable debt and interest expense under this section shall be added to
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its property-r'elated payment rate and shall be effective on the first day of the month following the

montlr in vvhicli the moratorium project was completed.

E. Notwithstanding Sectìon 16.040, itern A. subitern (4) for rate periods bgginning on

October l, 1992, and for rate years beginning after June 30, 1993, the replacement-costs-new per bed

limit to be used in Section 16.040, item B, for a nursing facility that has completed a renovation,

replacement, or upgrading project that has been approved under the moratorium exception process ol'

that has completed an addition to or replacernent of builclings, attached fixtures, or land improvelnents

fof which the total historical cost exceeds the lesser of $l 50,000 or ten percent of the most recent

appraised value, must be $47,500 per licensed bed in multiple-bed rooms aud $71 ,250 per licensed

bed in a single-bed room. These amounts must be adjusted annually as specified in Section 16.040,

itenr A, su bitem (4) beginning January 1 , 1993.

F. The Conlmissionel of the Minnesota DepartmeÍìt of Health, in coordination with the

Cornmissioner of the Minnesota Depâftmer'ìt of Human Services, shall deny each request for uew

licensed or certified nursing hotne or certified boarding care beds except as provided undel the

moratoriurr exceptions process. "Certified bed" means a nurshrg home bed or a boarding cate bed

certified by the Commissionet ofhealth for the purposes ofthe medical assistance ptogram under

United States Code, title 42, sections 1396 et seq.

The Commissioner, in coordination with the Commissioner of the Minnesota Deparír.ìent of Health,

shall deny âny request to issue a nursing home Iicense to a facility ifthat license would Ièsult in an

increase in the nredical assistance reimbursement alÌ'ìottnt.

In addition, the Commissioner of the Minnesota Department of Health must not approve any

construction project whose costs exceed $1,000,000 plus inflation added annually unless:

(l) Any construction costs exceedillg $l ,000,000 are not added to the facility's appraised

value arrcl are not included in the facility's paymert rate for reimbursement under the medical

assistance program; or

(2) The project:

(a) has been apptoved tlrrough the moratorium exception process described in

state law;

(b) meets an exception described in the moratorium exception state law;

(c) is necessary to correct violations of state oÌ federal law issued by the
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Commissioner of the Minnesota Depalhnent of Health;

(d) is necessary to repair or replace a portion ofthe facility that was deshoyed by
fire, lightning, or other lrazards provided that the provisions of statute governing replacement are met;

(e) as of May 1 , 1992, the facility has submitted to the Commìssionel of the
Minnesota Department of Health written documentation evidencing that the facility meets the

"commenced construction" defiuition as specified in Section 1.030, or that substantial steps lrave beer
taken plior to Aprl-l1,1992, relating to the construction project. "Substantial steps" require that the
facility has made arrangements with outside parties relating to the construction project and has
include the hirilg of an architect or construction fir'm, submissiou of prelirninaly plans to the
Department of Health or documentation from a financial institution that financing arrangements for
the construction project have been made; or

(f) is being proposed by a licensed nursing facility that is not certified to
participate in the Medical Assistance Progranr and will not result in new licensed or cerfified beds.

G. Prior to the final plan apploval ofany construction project, the Cornmissio¡er ofthe
Minnesota Depaltment of Health shall be provided with an itemized cost estimate for tlìe project
construction costs. Ifa collstrustion project is anticipated to be cornpleted ìn phases, the total
estimated cost of all phases ofthe project shall be submitted to the Commissioner and shall be

considered as one constrìjction project. Once the constructiolr project is completed and prior to the
final clearance by the Comrnissioner ofthe Minnesota Departrnent ofHuman Services, the total
project construction costs for the colistrúction project shall be submitted to the Commissioner. lfthe
fìnal proiect construction cost exceeds the dollal threshold in this subdivision, the Commissioner of
Human Services shall not recognize any ofthe project conshuctioD costs or the related financing costs
in excess ofthis threshold in establishing the facility's propefy-related payment rate.

Project constl'uction costs includes tlre cost of new technology irnplemented as part ofthe
constructioÍr project and depreciable equiprnent directly iderrtified to the project, if the constl'uction
costs for facility capítal asset additioÍrs, replâcements, renovations, remodeling projects, construct¡on
site preparation costs ald related soft costs are moÌe than the threshold for additions and replacements
in Section 16.1373. "Technology" means infolmation systems or devices that make documentation,
charting, and staff time more efficient or encourage and allow for care through alternative settings
including touch screens, monitors, hand-helds, swipe calds, motion detectors, pagers, telemedicine,
medication dispensers, and equipment to monitor vital signs and self-injections, and to observe skin
and other conditions.

Technology and depreciable equipment are included in the project constructiou costs unless a written
election is made by the facility, to not include it in the facility's appraised value. Debt incurred for
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purclrase oftechnology and depreciable equiprnent is included as allowable debt for pulposes of
Section 16.050, items A and C, unless the written electior.r is to not include it. Any new technology
and depreciable equipment iricluded in the project coustruction costs that the facility elects uot to
include in its appraised value and allowable debt is treated as provided in itern B. Vy'r'itten election
must be included in the facility's request for the rate change related to the pfoject, and this election
may not be changed.

The dolla thresholds for constructio projects are as follows: for construction projects other than
tliose authorized in item F, subitem (2), clauses (a) to (f, the dollar threshold is $1,000,000 plus

inflation added amrually. Fot'projects aulhorized after July l, 1993, under item F, subiteln (2), clause
(a), the dollar threshold is the cost estimate submitted with a proposal for an exception to the state's

moratoriurn law, plus inflation as calculated âccording to section I 6. I 378. Fol projects authorized
under'(b) to (d), the cfollar thfesholcl is the itemized estilnate pro.iect construction costs submitted to
the Comnrissioner of Health at the time offinal plan approval, plus inflation as calculated according
to Section 16.1378.

H. For purposes of this section, a total replacement means the complete replacement ofthe
nursing facility's physical plant through the construction of a new physical plant. the transfer of the

nursing facility's license from one physical plant location to another, or a new building addition to
relocated beds from three- and four-bed wards.

(l) For total leplacement projects cotnpleted on or after July 1,1992,the inctemeutal

change in the nursing facility's rental per diem, for rate years beginning on ot after Jttly l, I 995, shall

be computed by replacing its appraised value, including tbe historical capital asset costs, and the

capital debt and ìnterest costs with the new nursing facility's allowable capital asset costs and the

related allowable capital debt and interest costs.

(2) ìfthe new nursing lacility has decreased its licensed capacity, the aggregate

replacernent cost new per bed limit in Sect¡on 16.040, item G, shall apply.

(3) Ifthe new nursiug facility has retained a portion of the original physical plant for
nursing facility usage, then a poúiolì ofthe appraised value prior to the t eplacement must be letained
and included in the calculation of the incremental change in the nursirg facilif's rental per diem. Fot'

purposes ofthis subitem, the original nursing facility means the nursirrg facility ptior to the total
replacement project. The portion ofthe appraised value to be retained shall be calculated according to

clauses (a) to (c):

(a) The numerator ofthe allocation ratio shall be the square footage ofthe area in the

original physical plant which is being retained for nursing facility usage;
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(b) The denominator ofthe allocation ratio shall be the total square footage ofthe
original nursiug facility physical plant;

(c) Each cornponent ofthe nursing facility's allowable appraised value prior to the

total replâcement project shall be multiplied by the allocation t atio developed by dividing clause (a)

by clause (b).

(4) ln the case ofeither type oftotal replacement as authorized under statutory
exceptions or moratorium process exceptions, the provisions ofthis subitem will also apply. For
purposes ofthe moratorium exception authorized by statutory exception which permits the relocation
of I l7 beds from a I 38 bed nursing hone to a former hospital, if the total replacement involves the

renovation and use of an existing health cale facilify physical plant, the new allowable capital asset

costs and related debt and intefest costs shall include fi¡st the allowable capital asset costs and related

debt and interest costs ofthe renovation, to which shall be added the allowable capital asset costs of
the existing physical plant prior to the renovâtion, and if reported by the facility, the related allowable
capital debt and interest costs.

l. Notwithstanding Section 1 6.1 I 0, item C, subitem (2), for a total replacement as defined rn
itenr H after July l, 1999, any building project that is a relocation, tenovation, upgrad ing, or
conversion completed on or after July l, 2001, or any building project eligible for reimbursement

under Section 22.061 , the replacement-costs-ne\ry per bed limits are $74,280 pel licensed bed in

multiple-bed rooms, $92,850 per licensed bed in semiprivate rooms with a fixed partition sepatating

the resident beds, and $ I I I ,420 pel licensed bed in single rooms. Beginning January I , 2000, these

amounts must be adjusted annually as specified in iterr E. Effective June 5, 2012, construction
projects approved under the moratorium exception process as defined in section 1.030 that âre

completed after August 30, 2010, shall be allowed the highest set of replacement-cost-new limits
between the dates ofproject approval and project cornpletion. Effective October l. 2012,

replacement-cost-new limits will be increased annually as specified in item E.

J. Notwithstanding Section 16. I 1 0, item C, subitem (2), for a total replacement as defined in
iteni H, fol a 96-bed nursing facility in Carlton county, the rcplacement costs new per bed limit for
multiple-bed rooms, for serniprivate rooms witlì a fixed partition separating the resident beds, and for
single rooms are the same as in item I. The resulting tnaximum allowable replacement costs new

multiplied by I .25 constitute the project's dollar threshold for purposes of applícâtion of the

$1,000,000 plus inflation limitset forth in state law. The deadline for total replacement ofthis 96-bed

nulsing lacility is May 3 l. 2000.

K. Notwithstanding Section 16.'l 10, item C, subiteln (2), for a total replacernent as defined in

item H involving a new building addition that relocates beds fiom three-bed wards for an 80-bed

nursing home in Redwood county, the replacement costs new per bed limit for rnultiple-bed rooms,

JUN 21 2017
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for semiprivate rooms with a fixed partition separating the resident beds, and for single rooms are the
same as in item L These amounts will be adjusted annually, beginning January l,2001. The resulting
maximurn allowable replacerrìent costs new rnultiplied by 1.25 constitute the project's dollar threshold
for purposes ofapplication ofthe $1,000,000 plus inflation limit set fofth in state law. lfthe other'

requirements in state law govelning apploval ofrequests for amendments to moratorium exceptiot.t
pro.iects are lnet, tlre Depârtment of Health may waìve the requirement that the nursing facility's
request fol an alnendment to its moratorium exception project design Ínay not reduce the space in

each resident's living area or in the total amouut of comrnon space devoted to resident atrd family uses

by more than five percent.

L. For a renovâtion authorized under lnoratorium process exceptions for a 65-bed nursing
home in St. Lonis county, the incremeutal increase in rentâl rate for purposes of item D shall be

$8. 16. and the total replacernent oost, âllowable appraised value, allowable debt, and allowable
interest are increased according to the incremental increase.

M. Effective July l, 2001, the Commissioner of the Minnesota DepaÌtmellt of
Health, ili coordination with the Conrmissioner of the Minnesota Department of Human Services may:

(1) license and certify beds in nursing facilities that have undergone

replacernent or remodeling as paft ofa planned closure pursuant to Section 20.027;

(Z) license and certiry a total replacement project ofup to l24beds
in facilities significantly damaged in the flood of 1997 when the damage was not appalent until years

later. The operating cost payment rates for a new facility are determined pursuar'ìt to the interim and

settle-up payment provisions of Section 12.000 alìd the payment provisions of tltis Attachment, except

that Section I 1.047, items A and B do not apply until the second rate year aftet tlte settle-up cost

lepolt is filed. Property-relâted payment rates are determined pursuant to this Attachtnent, taking into

account any federal or state flood-i elated loans or grattts plovided to the facility;

(3) allow facilities that provide lesidential services for the physically handicapped

with less than 60 beds to transfer niue beds to provide residential services, provided tlìat the total

number of licensed and cerlified beds does not increase;

(4) allow non-profit facilities in the coulrty with the fewest beds per 1000

fof age 65 and over that al€ Írot accepting beds from attother closing non-profit facility to build
replacement facilities of up to 120 beds, provided the new facility is located within four miles

ofthe existirg facility and is in the sanre counf. Opelating and propelty rates are determined

putsuant to this Attachment, except that Section I 1.047, items A and B do not apply until the

second rate year after settle-up; and
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(5) allow organizations that operate non-pfofit facìlities in the counf with
the fewest beds pel 1000 for age 65 and over to obtâin up to 98 beds of a closing uon-profit facility.
All hansferred beds will be put ou layaway status, held in the name ofthe rcceiving facility. The
layaway adjustment provjsions of Section 20.I 00 do not apply. A receiving facility may only rernove
the beds from layaway fol recertification and relicensure at the receiving facility's current site, or at à

newly constlucted facility located in Anoka County. A receiving facility rnust receive authorization
before lernoving these beds frotrr layaway status.

(6) effective July 1, 2006, allow an Anoka Counf nursing facility that had placed

beds ou layaway status as part ofa previous statutory exception to the moratorium to temove beds

from that status if the removal is part of a project apptoved by the commissiouer of Human Services

under the competitive moratorium exception process.

N. Effective July l, 2003, fhe Departnìent of Health, in coordination with the Department

of Hurnan Services, may approve the renovation, replacement, upgrading, or relocation of facilities
that meet the following conditions:

(l ) license and certify 80 beds in city-owied facilities to be constructed on the

site of new city-o\üned liospitals that replâce existing 85-bed facilities attached to existing hospitals.

The threshold allowed is the amount thaf was allowed under the moratorium exception process; and

(2) license and certify 29 beds to be added to 69-bed facilities, provided that:

(a) the 29 beds are transferred from active ol layaway status fi'om
facilities that have 235 beds on April 1, 2003, when both facilities are located in the sarte cout.tt¡i; ancl

(b) the licensed capacity of 235-bed facilities must be reduced to 206

becls, and the payment rate will not be adjusted as a result ofthe transfer.

The operating payment rate of69-bed facilities adding 29 beds after conipletion ofa ploject will be

tlre same as it was on the day before the day the beds are licensed and cerfified. Projects will not
begin unless they are approved and financed under tlìe moratorium exception process.

O. Effective August l, 2004, the Department of Health, in coordhration with the

Department of l-luman Services, may approve the tenovation, replacetnent, upgrading, or reìocation of
fac¡lities that meet the following conditions:

(l) license and certify 60 new beds, provided that:

JUN 21 20ri
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beds in the same couury under cornmon ownership that have closed, and 15 ofthe new beds are

transferred from facilities that have 1 82 beds under common ownership;

(b) the DepaúrÌent continues to have authority under Section 20.027 to
lìegotiate budget-neutral planning facility closures; and

(c) money is available fiom planned closures offacilities undeL common

ownetship to make itnplementation of this item budget-neutlal.

The bed capacity ofthe I 82-bed facilities under common ownelship is reduced to 167 beds following
the transfer.

P. Effective July l, 2006, the Department ofHealth, in cooldination with the Department of
Human Services, may license and certif, up to 80 beds transferred from an existing state-owned

nursing fàcility in â counry to a new facility located on the grounds ofthe existing state-owned facility
fi'om which they are transferred. The operating cost payment rates for the new facility shall be

detelmined based on the irìterim aÍìd settle up payment provisions of Section 12.000 and the

reimbursemeut plovisions of Sections 1.000 through 21.000. The ptoperty payment rate for the first
three years ofoperation shall be $35 per day. For subsequcnt years, the property payment rate of$35
shall be adjusted for inflation as provided in section 22.060 so long as the facility has a contract under

Section 22.000.

Q. Effective for rate adjustments beginning July J, 2006, nursing facilities paid by the
prospective rate-setting rnethodology described in Sections 1.000 through 21.000 that comn.renced a

corìstruction pro.ject on or âfter October 1,2004, and do not have a contract under the contractual

rate-sefting methodology desclibed in Section 22.000 by September 30, 2006, are eligible to request a

property rate adjustrnent under Section 16.000 through Septembet 30,2006- Ifthe request results in

tlre commissioner detennining a rate adjustment is allowable, the rate adjustment is effective on the

first ofthe month following project completion. These facilities shall be allowed to accumulate

construct¡on project costs for the period October 1, 2004, to September 30, 2006.

R. Upon Steele County completing asset transfers and consttucting a new nursing facílity,
its present nursing facility will be allowed to relocate 80 beds. For the first three yeat's ofoperation of
the new facility, the pfoperty payment rate shall be hcreased by an amount as calculated according to

itenrs (i) to (v):

(i) compute the estimated decrease in medical assistance residents served by the nursing
facility by mult¡plying the decrease in licensed beds by the historical percentage of medical

assistance resident days;
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(ii) compute the annual savirrgs to the medical assistance program fiom the delicensure of
28 beds by nultiplyìng the anticipated decrease in medical assistance residents, determined
in item (i), by the existing facility's weighted average paymer'ìt rate multiplied by 365;

(iii) compute the anticipated annual costs for community-based services by multiplying the
anticipated decrease in medical assistance residents served by the nursing facility,
determined in item (i), by the avelage monthly eldelly waiver service costs for individuals in
Steele County multiplied by 12;

(iv) subtlact the amount in item (iii) ft'otn the amount in item (ii);

(v) divide the amount in item (iv) by an amount equal to the relocated nursing facility's
occupancy factor as deterrnined in section 16.080, multipliecl by the histolical percentage of
nledical assistance resident days.

For subsequent years, the propeúy payment rate shall be adj usted for jnflation as provided in section
22.060 so long as the facility has a coutract under Section 22.000.

S. Effective July l, 2008, a nursing facility providing specialty care in Minneapolis niay
close and relocate beds to a new facility in Robbinsdale under comnlon ownership if
approved undel'the moratorium exception ât Minnesota Stâtutes (2008) $144.073.

T. Effective May 14,2010, rTursing facility bed consolidation and relocation with
iütegration of these selvices with other community-based seryices under a Commun ities-for-a-
Lifetinle pilot program is allowed for a new site in Goodhue County. These changes will have a

comprehensive plan to create innovative responses to the aging population. g+gheÊbeérit+*he+kf

h€spilel ewned nur

\ryins licensed on July 1. 2015. shall be consolidated into a newlv renovated 64-bed rìursine
facility resulting in the delicensure of 85 beds. The closure ofthe 69 85 beds shall not be eligible
for a planned closure rate adjustment under section 20.027 . Tlte construction project permitted ilì
thís clause shall not be eligible for a threshold project rate adjustrnent under section 22.061 . The
p+epeËty pâymeÍìt rate for external fixed costs
shall be increased by an amount as calculated according to items (i) to (vi):
(i) compute the estir¡ated decrease in rnedical assistance residents served by both nursing
facilities by multiplying the difference between the occupied beds ofthe two nursing facilities for
the reporting year ending September 30,2009, and the projected occupancy ofthe facility at 95
percent occupancy by the historical percentage of rnedical assistance resident days;
(ii) compLrte the annual savings to the medical assistance progratn from the delicensure by
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multiplying the anticipated decrease in the meclical assistance residents, determined in item (i), by
the hospital-owned nulsing facility weighted average paymetlt rate multiplied by 365. The

hospital-owned nursing facility weighted average payrnent rate is determined by multiplying the

facility's current total payment râtes fol each ofthe 36 RUG payment levels by the corresponding total
Iesident days accorcling to the most recently desk-audited cost report. Surn the products ofthese
calculations and the resident days. Divide the surn ofthe proclucts by the sum ofthe resident days to

compute the weighted average payment rate;
(iii) compute the anticipated annual costs for community-based services by multiplying the
aÍìticipated decrease in medical assistance residents selved by the facilities, determìned in item (i),
by the average rnonthly elclelly waiver service costs for individuals in Cooclhue Cottnty Inultiplied
6y 12;
(iv) subtract the atnount in item (iii) frotn the amount in item (ii);
(v) multiply tlìe amount in item (iv) by 4#512 percent; ancl

(vi) divide the difference of the amount in item (iv) atrd the amount in item (v) by an amount

equal to the relocated nursing facility's occupancy factor under section 16.080, items D & E,

rrrultipliedbythehistor.icalpefcentageofrnedicalassistanceresidentdays.@eeFs;
tlre a4justed prepe+E paùrnent rate s{rall be adjusted fer inflatien as Prcvided in seetion 22,060

U. Effective June 28,2011, a 137-bec{ nursing facility in Bloomington that applied for and was

selected for a molatoriurn exceptiou ploject is allowed to increase its moratorium-exception project

rate adjustment ft'om S14.42 to $19.33.

V. Effective July 1, 2013, a I lO-bed facitity in Mcleod County will receive a propeúy-rate

i¡crease, based on the nretlrodology in Section 22.061,by having its t eplacement-cost-new limit under

Section 16.1374 I adjusted to allow $1,129,463 ofa completed consttuction project to increase tlìe
property payment late.

W. Effective July 1,2013, a 61-bed facility in Dakota County will receive a ptoperty-rate increase,

based on the rnethodology in Section 22.06'1, by having its replacetnent-cost-new limit under Section

16.137 4 | adjusted to allow sl ,407 ,624 of a completed construction project to iuclease the property

payÍììent rate. Effective septembef 1, 201 3 or latef, the facili$ will receive a property-fate increase,

based on the rnethodology in Section 22.061, by having its replacemeut-cost¡rew lìmit under Section

16.137 4 I adj usted to allow 8l ,244,599 of a completed construction project to increase the property

rate.

X. Effective July I , 2013, or later', any boarding care facility in Hennepin Courty licensed fol I 01

beds shall be allowed to rece¡ve a pfoperty rate adjustment, based on the rnethodology in Section

22.061, for a construction project that takes action to come into compliance with Mittnesota

Depar.ílent ofLabor and lndustry elevator upgrade requirements, with costs below the minimun
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threshold u¡der Section 16.1374 E. Only costs related to the construction project that brings the

facility into compliance with the elevator requiten'ìents shall be allowed.

Y. Effective July 1,2015, replacement plojects âre allowed for a total ofupto l29bedsfroma
nursing facility located in Polk CotÌnty that was destroyed by flood in 1997. At least 25 beds will be

located in Polk County and up to 104 becls rnay be distributed among no tnore than three other

counties with fewer than the rnedian number of age intensity adjusted beds per thousand, subject to

approval by the conltnissioner of health. The Departrnent will deteflnine payment rates based on

inter.im, settle-up ancl property payment provisions in Sections 12,16,22 and 23.1f replacement beds

are combi¡ed with beds from existing nursing facilities. the Department will calculate paynent lates

using the weighted average of rates from this palagraph and Sectiolì 20.120.

Z. Effective July 1, 2015, upon project completion, the Department sball increase the payt'ììent rate

descr.ibecl ìn Seotìon 22.061 by $12.50, for a facility approved in 201 5 undeÍ the nursing facility
lnot.aforium exception process with at least I 50, but not mofe thall I 60 active beds as of January I ,

2015.

AA. Effective July 1,2015, upon project conpletion, the Department shall increase the payrnent

rate described in Section 22.061 by $4.00, for a facility approvecl in 2015 under the nursing facili[
moratorium exception process with ât least 120, but not more than 149 active beds as of Janttaty I ,

201s.

SECTION 16.1375 Appraisals; updating appraisals, additions, and replacements.

A. Notwithstanding Sections 16.010 to 16.030, the appraised value, routine updating ofthe
appraised value, and special reappraisals are subject to this section.

B. Notwithstanding Section 16.020, for rate years beginning after June 30, 1993, the

Commissioner shall routinely update the appraised value of each nul sing facility by adding the cost of
capital asset acquisitions to its allowable appraised value. The Commissioner shall also annually

inàex each ¡ursing facility's allowable appraised value by the inflation index referenced in Section

1 6.040, item A, subiten (4), for the purpose of computing tlie nursing facility's annual rental rate ln
annually a justing the nursing facility's appraised value, the Commissioner lnust not include the

historicâl cost of ðapital assets acquired during the reporting year in the nursing facility's appraised

value. In addition, the nursing facility's appraised value must be reduced by the historícal cost of
capital asset disposals or applicable cledits such as public grants and insurance proceeds. Capital

asset aclditiots and disposals must be repoÉed on the nursing facility's annual cost leport in tl]e

reporting year of acquisition or disposal. The incremental increase il the nursing facility's reÍìtal rate

reiLrlting from this annual adjustment shall be added to the nursing facility's property-related payment
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rate for the rate yeal following the repotting year.

Section I 6.1376 Refinancing incentive.

A. A nursing facility that refinances debt after May 30, 1992, in order to sâve in interest

expense payments as detelmined in subiterns (1) to (5) rnay be eligible fol the refinancing incentive

under th¡s Section. To be eligible for the lefinancing iucentive, a nursing facility niust notify the

Commissioner in writing of such a refinancing within 60 days following the date on which the

reflnancing occurs. If tlìe lìursing facility Íneets these conditions, the Commissionel shall determine

the refinancing incentive as in subiterns (l) to (5).

(l ) Compute the aggregate amoullt of iutelest expense, including atnortized issuauce

and financing costs, remaining on the debt to be refinanced, and divide this amount by the nunrber of
years rernaining for the term ofthat debt.

(2) Compute the ãggregate amount of interest expense, inclLtding amortized issuance

and firrancing costs, for the new debt, and divide this arlount by the uumber ofyears for the tetm of
that debt.

(3) Subtract the amount in subitem (2) from the amount iu subitem (l), and rnultiply
the amount, ifpositive, by.5.

(4) The amount in subitern (3) shall be divided by the nursing facility's occupancy

factor under Section 16.090, itetns C or D.

(5) The per diem amount in subitem (4) shallbe deductecl frorn the nr.rrsing facility's
pr.opelty-related payment rate for three full rate years following the rate year in wliich the refinancing

occ¡I.s. For the fourth full rate year following the late year in which tlre refinancing occurs, and each

rate year thereafter., the per.diem arnount in subitem (4) shall again be deducted from the nursing

facility's propeúy-rclated payment rate.

B. An increase in a nursing facility's debt for costs in Sectiotr 16. I 375, item B, subitem (2),

including the cost ofrefinancing the issuance or financing costs ofthe debt lefinanced resulting from

refinancing that meets the conditions of this section shall be allowed, notwithstanding Section 16.050,

item A, subitem (6).

C. The proceeds ofrefinancittg may not be used for the purpose of withdrawing equity from

the nursing facility.

D. Sale of a nursing facility under Section 16.1371 shall termillate the payment of the

incentive payments under this sectio¡r effective the date plovided in Section l6.l 37 I , item F, for the
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sale, and the full amount ofthe refinancing incentive in itern A shall be ìmplemented.

E. Ifa nursing facility eligible under this section fails to notify the Commissionet as required,

the Commissioner shall determine the full amount ofthe refìnancing incentive itr item A, and shall

deduct one-halfthat amount florn the nurcing facility's property-related payment rate effective the first
clay of the rnonth following the nonth in which the refinancing is gompleted. For tlte next three full
rate years, the Colnnrissioner shall deduct oneJralfthe amount in iteln A, subitetn (5). The remaining
per dieur amount shall be deductecl iu each rate year thereafter.

F. The Commissioner shall reestablisl, the nursing facilif's rental rate following the

lefinaucing using the new debt and interest expense information fol the purpose of measuring future

incremental rental increases.

SECTION 'l 6.1377 Special property râte setting.
For rate peliods beginning on October 1, 1992, and for rate years beginning after June 30, I 993, the

property-related payment rate for a nursing facility approved fot'total replacement under the

moratorium exception plocess througìr all addition to another nursing facility shall have its

property-related râte under Section I 6. I 3 70 recalcu lated us ing the greater of actual l esident days ol'

80 percent ofcapacity days. This rate shall apply until the nursing facility is replaced or until the

moratoriun exception autholity lapses, whichever is soolrer'

SECT|ON 16.1378 Indexing thresholds. Beginning January 1,1993, and each January I thereaffer,

the Comnrissioner shall annually update the dollal thlesholds in Sections I 6. 1373, and 16.137 4, by

the inflation index referenced in Section 16.090, item A, subitem (4).

SECTION 16.138 Plant and maintenance costs' For the rate yeats beginning on or aftet July l,
I 987, tlre Depal tment slìall allow as an expense in the repofting yeal of occurrence the lesser of the

actual allowable plant and maìntenance costs for supplies, minor equipment, equipment repairs,

building repairs, purchased services and service gontracts, except for arms-length service contracts

whose prirnary purpose is supervision, or $325 per licensed bed.

SECTION 16.140 Determination of interim and seÍtle-up payment rates. The Depaltment shall

determine interim and settle-up payment rates according to items A to J.

A. A newly-constructed nursing facilifr, or one with a capacity increase of 50 percent or
more, may submit a written application to the Department to receive an interim payment rate. The

¡ur.sing facility shall submit cost reports and other supporting information as required in Sections

1.000 to 19.050 for the reporting year in which the nursing facility plans to begin operation at least 60

days before the first day a resident is admitted to the newly-constructed nursing facility bed. The

nursing facility shall state tbe teasons for noncompliance with Sections 1.000 to 19.050. The
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effective date ofthe interim payment rate is the eallier ofeither the first day a resident is admitted to

the newly-constructed nursing facility or the date the nursing facility becl is celtified for medical

assistance, The interim payment rate for a newly-constructed uursing facility, or a nursing facility
with a capacity itrcrease of 50 percent or nìore, is deterlnined undel items B to D

B. The interim payment rate must not be in effect more thatl 17 ntontl]s. When the intelim
payment rate begins between May 1 and Septernber 30, the nursing facility shall file settle-up cost

feports fol.the period fi.om the beginning ofthe interirn paymeut fate through september 30 ofthe
following year. 'When the inter¡m pâyment fate begins between Octobel I and April 30, the nursing

facility shall file settle-up cost tepofis fof the period from the beginning ofthe interim payment rate to

the first September 30 following the beginning ofthe interim payment rate

C. The interim payment rate for a nursing facility which commenced construction prior to

July I , 1985, is determined under the temporary rule then in effect, except that capital assets must be

classified under Sections I .000 to 19.050.

D. The interim property-related payment rate for a nursìng facility which commences

construction aftel June 30, 1985, is detenniled as follows:

(1) At least 60 days before the fírst day a resident is admitted to the uewly-constructed

nu¡sing facility bed and upon receipt of written application from the nursing facility, the Department

shall establish the nursing facility's appraised value according to Sections 16.010 and 16.040.

(2) The nursing facility shall project the allowable debt and tlie allowable interest

expense according to Sections 16.050 and 1 6.070.

(3) The interim building capital allowance nust be deterrnined under Section 16.080

or 16.090.

(4) The equiprnent allowance during the interim period rìrust be the equipment

allowance computed in accol dance with Section 16.I 00 which is in effect on the effective date of the

interirn propelty-l'elated payment rate

(5) The interim ploperty-related payrnent rate rnust be the sum of subitems (3) and (4)'

(6) Anticipated resident days may be used instead of 95% percent capacity days'

E. The settle-up pfoperty-t.elated payment fate and the property-related payment fate fol the

nine months following the settle-up fol a nursing facility which comtnenced construction before July
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I , 1985, is determined under the temporary rule then in effect. The property-related payment rate for
the rate year beginning July I following the nine-month period is determined under Sections 16.000

to I 6. 140.

F. The settle-up property-related payment rate for a nulsing facility which co¡nmenced

corìstnrction after June 30, 1985, shall be established as follows:

(1) The appraised value determined in item D, sùbitern (1 ) must be updated in
accorclance with Section 16.020, item B prorated for each rate year, or portion ofa rate year, included
in the interirn payrnent rate period,

(2) The nursing facility's allowable debt, allowable interest rate, and allowable interest
expense for the interim late period shall be computed in accordance with Sections 16.050, 1ó.060,

and 16.070.

(3)'Ihe settle-up building capital allowance shall be determined in accordance with
Section 16.080 ol 16.090.

(4) The equipment allowance shall be updated in accordance with Section 1 6.1 00
prorated for each rate yeàr, or portion ofa rate year, included in the interim payment rate peliocl.

(5) The settle-up property-relâted payment rate must be tlte sutn of sLrbiterns (3) and
(4).

(6) Resident days may be used instead of95% percent capacity days.

G. The propelty-related payrnent rate for the nine months following the settle-up for a
nursing facilily which commenced construction after June 30, 1985, shall be established in
accordance with item F except thât 950lo percent capacity days must be used.

H. The properf-related payment rate for the rate year beginning July I following the nine-
month period in item G must be determined under this section.

l. A newly-constructecl nursing facility or one with a capacity increase of50 percent or Íìole
must colìtinue to receive the interim property-r'elated payment râte until the settle-up property-r'elated

payrnent rate is determined under this section.

J. The hterim real estate taxes and special assessmeÍìts payment râte shall be established

using the projected leal estate taxes and special assessmerìts cost divided by anticipated resident days.

The settle-up real estate taxes and special assessneÌìts payment rate shall be establishecl using the leal
estate taxes and special assessments divided by resident days. The real estate and special assessrnents
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payment rate for the nine months following the settle-up shallbe equal to the settle-up real estate

taxes and special assessments payment rate.

StrCTION I7.OOO PAYMENT FOR REAL ESTATE TAXES AND SPECIA,L
ASSESSMtrNTS

The total real estate taxes and actual special assessrnents ând payments permitted under Section 5.000,

item CC must be divided by actual resident days to compute the paymeÍìt rate for real estate taxes and

special assessmetrts. Special assessments are reimbursed as paid by the facility except that facilities

that i¡cur.special sewel assessments as part oftheir utility bill may reclassify that amount to the reâl

estate tax al'ìd special assessment cost category. Real estate taxes are reimbursed based on the real

estate tax assessed for the calendar year following the reporting year and are adjusted to accotlnt for

tlie difference between the tax year and the reporting year in which the taxes ate due. This adjustrnent

is equivalent to % the increase or decrease in the propeúy tax liability ofa facility The

Commissioner shall include the reported actual or payments in lieu ofreal estate taxes ofeach nursing

facility as an operafing cost ofthat nursing facility. Allowable costs under this subdivision for
payments made by a nonprofit nursing facility that are in lieu ofreal estate taxes shall not exceed the

amount that a nursing faciliff would have paid to a city ol'fownship and county for fue, police,

sanitation an road maintenance costs had real estate taxes beell levied on that properly for those

pufposes.

SECTION 17.010 Payment for long term câre consultation fees. until September 30, 20l3,the
estirnated annual cost of screenings for each nursing facility are included as an allowable operating

cost fol. r'eirnburse¡rent purposes. The estirnated annual costs repolted are divicled by the facility's

actual resident days for the cost repolf period. The resulting per diem amount is included in the

calculatio¡ ofthe total payment rate under Section 18.000. However, these costs arenot included in

the calculation of either tlìe care related or other operating cost limits, nor are they indexed to account

for anticipated infl ation.

SECTION 17.020 Payment for increase ín Depârtment of Health license fees. A nursing facility's

case mix paylnel.ìt rates include an adjustmeut to include the cost ofany increase in Minnesota

Department of Health licensing fees for the facìlity taking effect on or after July I , 200 I .

SECTION 18.OOO COMPUTATION OF TOTAL PAYMENT RATE

SECTION 18.010 Total payment rate. The total paymenf fate is the sum ofthe operating cost

payment rate (including any efäciency incentive calculated under Sections I L030 and I 1.040, and the

preaclmission screening cost per diem calculated under Section 17.01 0), the propeÉy-related payment

iate, and the real estate tax and special assessments payÍìenf Ìate. The total payment rate becomes

effective on July 1 ofthe rate year following the reporting year.
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SECTION 18.020 Private payment rate limitâtion. The total paymeÍìt rate must not exceed the rate

paid by private paying resiclents for similar services for the same peliod The pl'ivate payment late

limitation shall not apply to retroactive adjustments to the total paynent rate unless the total paylîent

rate being adjusted was subject to the private payment rate limitation.

SECTION I 8.030 Private room pâyment rate, A private room payment rate of 1 1 5 pefcent of the

establishecl total paylnent rate for a resident must be allowed if the resident is a rnedical assistance

recipient and the private room is considered as a medical necessity for the resident ot others who are

affected by the lesident's condition except as in Section I 6.1 10, item C. Effective October I , 2009,

the private room payment rate is I I1.5 percent ofthe total payment [ate. Conditions requiling a

private room must be determined by the resident's attending physician and submitted to the

department for approval or denial by the Department on the basis of medical necessity.

SECTION 18.040 Arljustment of total pâyment rate. Ifthe Department finds nonallowable costs,

errors, or omissions hr the nursing facility's historical costs, the nulsing facility's affected total

payment rates must be adj usted. lfthe adjustment results in an underpayment to the nursing facility,

the Departrnent shall pay to the nursi g facility the underpayment arnount within 120 days of written

notification to the nufsing facìlity. Ifthe adjustment results in an overpâyment to the nursing facility,

the nur.sing facility shall pay to the Depaltment the entire overpaynent with in I 20 days of receivìng

the written notification frorn the Department. Interest clrarges nust be assessed on underpayment or

overpayment balatlces outstâuding after 120 days written notification ofthe total payrnent rate

determination.

lf an appeal has been filed under Section 19.000, any payments owed by the nursing facility or by the

Department must be made within 120 days of written notification to tlre nursing lacility ofthe
Department's ruling on the appeal. hìterest charges rnust be assessed on balances outstanding aftet'

120 days of written notification ofthe Department's ruling on the appeal. The annual interest rate

char.ged must be the rate charged by the Commissioner ofthe department ofrevenue for late payment

oftaxes, wlrich is in effect on the l2lst day after the written notification.

SECTION 19.OOO APPEAL PROCEDURES

SECTION 19.010 Scope. A provider may appeal from a determination of a payment râte established

pursuallt to this attachment altd reimbursement rules ofthe Depattrnent ífthe appeal, ifsuccessful,

would result in a change to the provider's payment rate or to the calculation of maxhÎum charges to

ther.apy vendor.s under Section 22.1 30. Appeals must be filed in accordalrce wìth procedures in this

section.

SECTION 19.020 Filing an appeal. To appeal, the providel will file with the Department a written
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notice ofappeal; the appeal must be postlìrarked ol received by the Commissioner within 60 days of
the dâte the detelurination ofthe payrnent rate was mailed or persorially received by a provider.

wþichever is earliel'. The notice ofappeal must specify each disputed item; the reason for the dispute:

the total dollar aÍììount in dispute for each separate disallowance. allocation, or adjustment ofeach
cost item ol palf of a cost item; the computation that the provider believes is correct; the authority in

stâtute or rule upon which the plovider relies fol each disputed itetn; the natne and adclress ofthe
person or fir'm with whorn contacts mây be made regarding the appeal; and other inforlnation required

by the Commissioner',

SECTION 19.030 Contested case procedures nppeals review process' Effective August l, 1997,

the following apply.

A. Effective for desk aud it appeals for late years beginning on or after July l, I 997, aud

for field audit appeals filed on or after that date, the Commissiouer shall review appeals and issue a

written appeal determination on each appeals iteln withìn one year ofthe due date ofthe appeal.

Upon mutual agreetîent, the Commissioner and the provider tnay exteud the tilne for issuing a

determination for a specified period. The Comrnissionel shall notifl the provider by first class rnail of
the appeal detertnination. The appeal determinatiolì takes effect 30 days following the date of
issuance specified in the determínation.

B. In reviewing the appeal. the Commissioner may request additional written or oral

information from the provider.. The provider has the right to present infol'mation by telephone, in

writiug, or in person concerning the appeal to the Commissioner prior to the issuance of tlte appeal

determination within six months of the date the appeal was received by the Cornmissioner. Written

requests for conferences must be submifted separâtely from the appeal lettel. Statements made during

tlre review process are not adlnissible in a contested case hearing absent an express stipulation by the

paÉies to tlìe contested case.

C. For an appeal item on which the provider disagrees with tlìe appeal determination, the

provider may file with the Cornmissionel a written demancl for a contested case heal ing to deterlnine

the proper reso[ttion ofspecified appeal items. The demand nrust be postmalked or received by the

Comntissionel within 30 days ofthe date ofissuance specified in the determination. A contested case

demand for an appeal item nullifies the wlitten appeal determination issued by the Commissioner for

that appeal iteln. The Cornnissioner shall refer any contested case demand to the Office ofthe
Attorney General.

D. A contested case hearing must be heard by an admitristt ative law judge. ln any

pr.oceecling under this section, the appealing party must demonstfate by a preponderance of tlie

evidence that the detenninatioll ofa payment rate is incorrect.
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E. Regardless ofany rate appeal, the rate established must be the rate paid and must

remain in effect until final resolution ofthe appeal or subsequent desk or fìeld audit adjustment.

F. The Commissioner has discletiou to issue to the provider a proposed resolution fot'

specified appeal items upon a request from the provider'filed separately from the notice ofappeal.
The proposed lesolntion is final upon writteu acceptance by the providel witlìill 30 days ofthe date

the proposed resolution was mailed to or personally received by the provider, whichever is earlier.

G. Effective August 1 , 1997, the Commissioner may use the procedutes desclibed in this

section to resolve appeals filed before July I . 1997.

SECTION 19.040 Attorney's fees and costs.

A. For an íssue appealed under Sectiot.t 19.010, the prevailing party in a contested case

proceeding or, ifappealed, in subsequent judicial review, must be awarded reasonable attorney's fees

and costs incurred i¡ litigating the appeal, ifthe prevailing party shows that tlre position ofthe
opposing party was not substantially ju stified. The procedures for awarding fees and costs set folth in
stâte law r.egarding procedures for award offees in coutested cases must be followed in determining

the prevailing patty's fees and costs except as otherwise provided in this section. For purposes of this

section, "Costs" means subpoena feeS and mileage, transcript Costs, court reporter fees, witness fees,

postage and delivery costs, photocopying and printing costs, amounts charged the Comtnissioner by

the office of administrative hearings, and dilect administl ative costs of tlìe Department; and

"substantially justified" means thaf a position had a reasonable basis in law and fact, based on the

totaliÐ/ ofthe circumstances prior to and during the contested case proceeding and sttbsequeut review.

B. 'Sy'hen an award is made to the Department under this section, atlorney fees must be

calculated at the cost to the Deparh'ìrent. When an award is made to a provider under this section,

atforney fees must be calculated at the rate charged to the provider except thât âttorney fees awarded

must be the lesset ofthe attorney's normal hourly fee or $100 per hour.

C. In contested case proceedings involving mole than one issue, the adminishative law judge

shall determine what portion ofeach party's attorney fees and costs is related to the issue or issues on

which it prevailed and for.which it is entitled to an award. In rnaking that determination, the

admi¡istrative law.judge shall consider the amount of time spent on each issue, the pt ecedential value

ofthe issue, the complexity, ofthe issue, and other factors deerned appropriate by the administl'ative

law judge.

D. When the DepartmeÍlt prevails otl an issue involving more thatr one provider, the

administrative law judge shall allocate the total âmount of any award for attorney fees and costs
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among the providers. In determining the allocation, the administlative law judge shall consider each

provider's monetary interest in the issue and other factols deerned appropliate by the administrative
law judge.

E. Attorney fees and costs awarded to the Department for ptoceedings under this section

must not be repofted or treated as allowable costs on tl'ìe provider's cost repoft.

F. Fees and costs awardecl to a ptovider for ptoceedings under this section must be

reimbursed to them within 120 days ofthe firral decision on the award of attolney fees and costs.

G. Ifthe provider fails to pay the awalded atlorney fees and costs within 120 days ofthe final
decision on the award ofattorney fees and costs, the Department may collect the amount due thlough

any method available to it fol the collection ofrnedical assistance overpayments to providers. Interest

charges tnust be assessed on balances outstanding aftel 120 days ofthe final decision on the award of
attorney fees and costs. The annual interest rate charged must be the rate chalged by the

Commissioner ofrevenue for late payment oftaxes that is in effect on the l2lst day after the final

decision on the awald of attorney fees and costs.

H. Amounts collected by the Comrnissioner pursuant to this section nust he deetned to be

fecovefles,

L This section applies to all contested case proceedings set on for hearing by the

Commissioner on or aftel April 29, 1988, regardless of the date the appeal was filed

SECTION 19.050 Legal and related expenses. Legal and related expenses for unresolved

challenges to decisions by governmental agencies shall be separately identifìed and explained on the

provider's cost report for each year in which the expelìses are incuned. When the challenge is

resolved in favor ofthe governlnental agency, the plovider shall notify the Departn.ìent of the extent to

whiclr its challenge was unsuccessful or the cost repoft filed for the reporting year in which the

challenge was resolved. In addition the plovider shall infolm the Department of the years in which it

clairned legal and related expenses and the amount ofthe expenses claimed itr each year telating to the

unsuccessfulchallenge. The Department shall reduce the provider's medical assistance tate in the

subsequent rate year by the total amount clairned by the provider for legal and related expenses

incurled in an unsuccessful challenge to a decision by a governmental agency.

SECTION 2O.OOO SPECIAL EXCEPTIONS TO THE PAYMENT RATE

Section 20.010 swing beds. Medical assistance must not be used to pay the costs ofnursing care

provided to a patient in a swing bed unless:
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A. The facility in which the swing bed is located is eligible as a sole community provider,
as defined rn 42 CFR $412.92.

B. As ofJanuary I, 2004, the facility in which the swing bed is located had an agreement
with the Department to provide meclical assistance swing bed services. Tlris exception applies to
swing bed services provided on ol after July l, 2005.

C. The facility is a public hospital owned by a governlnental entity with 15 or fewer
licensed acute-cffe beds.

D. Nursing facility care has beeu recommended for the person by a long-term care

consultation team.

E. The person no longer requires acute-care services.

F. No nursing facilif beds ale available within 25 miles of the facility.

G. Medical assistance also covers up to ten days ofuursiug care provided to a patient in a
swingbed if: (l) the patient's physician cedifies that the patient has a terminal illness or condition
that is likely to result in death within 30 days and that moving the patient would not be in the best

interest ofthe patient and patient's family; (2) no open nursing home beds are available within 25

miles ofthe facility; and (3) no open beds are available in any Medicare hospice program within 50

miles of the facility.

The daily medical assistance payment rate for rrursing care for a person in a swing bed is the statewide

average medical assistance skilled nursittg care per diem as computed annually on July 1 ofeach yea.

SECTION 20.020 Negotiated rates for services for ventilator-dependent persons' A nursing
facility may receive a negotiated payment rate to provide services to a ventilator-dependent persou if:

A. Nursing facility care has been recommended for the person by a lolrg-tertn care

consultation team.

B. The person has been bospitalizecl and no longer requires inpatient acute care hospital
servlces.

C. Necessary services for tlte pelsou cannot be provided under existing nursing
facility rates.

A negotiated adjustnent to the operating cost payment rate for a nursing facility must reflect only the
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additional cost of rneeting the specialized care needs ofa ventilator-dependent person based on
documentation ofsupplies used and time spent or carittg for the resìdent, up to the maxilnum rate

described below. Þ'or persons who are initially admitted to a nursing facilif before July I, 2001 , and

have their payrnent rate negotiated aftel July l, 2001 , the negotiated payment rate must not exceed

200 percent of the highest RUGs rate. For persons initially adrnitted to a facility on or after July l,
2001, the negotiated payment rate must not exceed 300 percent ofthe higlìest RUGs rate. The
adjustment rnay be negotiated with a lesident wlto is ventilator-dependent, for that resident.

Effective July 1,2007, or upon opening a unit of at least ten beds dedicated to care of ventilator-
dependent persons, whichever is later, the operating payment rates for residents meeting the
ventilator-dependent criteria above in A-C, in a nursing facility in Waseca county that on February l,
2007, was licensed for 70 beds and reinibulsed uncler Sections 1.000 to 22.000 or pursuant to Section

22.000, shall be 300 percent ofthe facility's highest RUG rate.

SECTION 20.025 Special payment rates for short-stay nursing facilities. For tlìe rate year

begiuning on or after July I , 1993, a nursing facility whose average lenglh ofstay for the preceding

reporting years is (1) less than I 80 days; or (2) less than 225 days in a nursing faciliÇ with mote than

315 licensed beds must be reimbursed for allowable costs up to 125 percent ofthe total care-related
limit and 105 percent ofthe other-operating-cost lirnit for hospital-attached nursing facilities. A
nursing facilif that received the benefit of th is limit during fhe rate yeal beginnin g July 1 , 1992,
continues to receive this rate during the rate year beginning July l, 1993 even if the nursing facility's
length of stay is more than I 80 days in the rate years subsequent to the rate year beginning July I ,
1991. For purposes ofthis section a nursing facility shatl compute its average lengfh of stay by

dividing the nursing facility's actual resident days for the repoúing yeal by the nursing facility's total
resident discharges for that reporting year.

SECTION 20.026 lúerim closure payments for nursing facilities designated for closure under
an approved closure plan and special râte adiustments for nursing facilities remaining open
under an approved closure plan. Instead of paymeuts pursuant to Sections I .000 to 2l .000 or
pursuant to the prospective rate-sefting methodology in Section 22.000. tlìe Department lnay approve

a closure plan or a phased plan, pelnitting certain nursiug facilities to receive interim closure

payments or special rate adjustments.

A. For the purposes ofthis section, the following have the meanings given.

(l) "Closure plan" meaÍìs a system to close one or more nursing facilities and

reallocate the resulting savings to provide special rate adjustments at other nursing facilities. A
closule plan may be submitted by nursing facilities tlìat are ownecl or operated by a nonprofit
corporation owning or operating more than 22 nurshrg facilities. Approval ofa closure plan expiles
I I rnonths after approval, unless comnencement of closure has occurred at all nursing facilities
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designated fol closure under the plau

(2) "Commencement ofclosute" tneans the date the Department ofHealth is

notified of a planned closure, as patt of an approved closure plan.

(3) "Completion ofclosure" means the date the final resiclent ofa facility
designated for closure i¡r a closure plan is discharged.

(4) "Interim closure paynìents" means the medical assistance payments that may

be made to a nurshrg facility designatecl for closure in an approved closure plan.

(5) "Phased plan" means a closute plan affecting tnore than one nursing facility
undergoing closure that is commenced and completed in phases.

(6) "special rate adjustment" means an increase in a nursing facility's operating

rates. The special rate adjustment for each facility will be allocated proportionately to the various rate

per dierns included in that facility's operating rate.

B. The Department will not approve a closure plan or a phased plan uuless it determines

that projected state savings equal or exceed projected state and county government costs, including
facility costs during the closure period, the estimated costs of special rate adjustnents, estimated

resident relocation costs, the cost of services to relocated tesidents, and state agency administlative
costs relative fo the plan. To achieve cost neutrality, costs may only be offset against savirgs that

occ¡l withiu the saÍìre state fiscal year. For purposes ofa phased plan, the requirement that costs must

not exceed savings applies to both the aggregate costs and savings ofthe plan and to each phase ofthe
p lalì.

C. Interim closule payme ts. To pay ilterim closure payments, the Departrnent will:

(l) Apply the interim and settle-up rate provisions ofSection 12.000 to include

facilities covered undel this section, effective from commencement ofclosure to cornpletion of
closure;

(2) Notwithstandhrg Section I 6.140, item B, extend the lengtlt ofthe interirn
peliod, but no longer than 12 months;

(3) Limit the amount ofpayable expenses related to tlì€ acquisition of new capital

assets;

(4) Prohibit the acquísition of additionâl capital debt or refinancing of existing
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capital debt unless prior approval is obtained from the Department;

(5) Establish as the aggtegate administ'ative operating cost lir¡itation for the

interinr period the actual aggregate administrative operâting costs for the period imtnediately before

commencem€nt ofclosure that is ofthe same duration as tbe interirn period;

(6) Requie the rctel'ìtion offinancial and statistical records until it has audited the

interirn period and the settle-up rate:

(7) Make aggregate pâyments under this section for the interhn period up to the

level oftlie aggtegate payments for the period immediately before to commencement ofclosute that is

ofthe sanle duration as the interirn period; and

(8) Change any other provision to which all parties to tbe plan agree.

D. As palt ofa phased plan, a nursing facility rnay receive a special late adjustnent The

special rate adjustment mây be received uncler more than one phase of the closul'e plan, and the cost

savings froln the closure ofthe nursing facility designated for closure rnay be applied as an offset to

the subsequent costs of more than one phase ofthe plan. Ifa facility is pt'oposed to receive a special

rate adjustment or pl'ovide cost savings under lnore than one phase ofthe plan, tlre proposal tnust

describe the special rate adjustnìents or cost savings in each phase ofthe plan.

(l) The special rate adjustment is effective no earlier than tlie first day ofthe
mo¡th following colnpletion ofclosure ofall nursing facilities designated for closure under the

closure plan.

(2) Fot'purposes ofa phased plan, the special rate adjustment for each phase is

effective no earlier than the first dây ofthe month following completion ofclosure ofall nulsing

facilities designated for closure in that phase ofthe plan.

SECTION 20.027 Planned closure rate adjustments under ân âpproved closure plân. Bet'¡r'een

August 1, 2001, and June 30, 2003, the Dep tment may approve planned closuresofupto 5,140

nur.sing facility beds, less the number of beds delicensed in facilities during the same period \ryithout

approved closure plans or that have notified the Minuesota Department of Health oftheil intent to

close without an approved closure plan. Begirrning July 1, 2004, the Department may negotiate

planned closutes only ifthe proposals arc budget neutralto the state

A. For the purposes ofthis section, the following have the meanillgs given.
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decertification ofall beds within the facility.

(2) "Closure plan" means a plan to close a facility and ¡eallocate a portion ofthe
resulting savings to provide planned closùre rate adjustments at other facilities. A closure plan is
submitted to the Department by a facility. Approval ofa closure plan expires l8 nonths after
approval, unless com¡nencement ofclosure has begun.

(3) "Commencenrent ofclosure" means the date on which rBsidents and
designated representatives are notified of a planned closure as part of an approved closure plan

(4) "Completion ofclosure" means the date on which the final resident ofa
facility designated for closure in an approved closure plan is dischat ged.

(5) "Partial closule" means the delicensu¡e and decertification ofa portion
of the beds within the facility.

B. Closure rate adjustment calculation. The Department will calculate the planned
closure late adjustment according to the following:

(l) the amoulìt available is the net reduction ofnursing facility beds rnultiplied by
$2,080 fol planned closure rate adjustments negotiated or effective befote March l, 2006. Beginning
March I , 2006, the amount available is the net reduction of nursing facility beds mulitiplied by a
negotiated closure rate adjustment factor. For planned closures approved after June 30,2009,aper-
bed amount of$2,080 is allowed for a nursing facility plannecl bed closure and the rate negotiation
process is eliminated. Between Novenber 1,2011, and June 30,2013, applications wìll not be
accepted for planned closure rate ad.justments.

(2) the total nurnber ofbeds in the facilif or facilities receiving the planned
closure rate adjustment are identified;

(3) capacity days are determined by multiplying the number deterrnined under
clause (2) by 365; and

(4) the planned closule rate adjustment is the amount available in clause (1),
divided by capacif days detennined under clause (3).

C. A planned closure rate adjustlnellt is effective on the first day oftbe month following
completion ofclosure ofa facility designated for closure in the application and becones part ofthe
facìlif's external fixed payment râte.
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D, A facility or facilities paid pursuant to this Attachment wìtli a closure plan may assign a

closure rate adjustment to another facilif or facilities that afe not closing or, in the case of partial

closure, to the facility undertaking the partial closure. A facility may also elect to hâve a closul'e rate

adjustrnent shared equally by the five nursing facilities with the lowest total opelating payment Ìâtes

in the state development regiou in which the facility that is closing is located.

Facilities that delicense becls without a closure plan, or wlrose closure plan is not approved by the

DepartÍìrent, may assigu a planned closule rate adjustment (irrcluding assignirrg the amoullt calculated

under item B to tliemselves) iÎ

(l) they are delicensing no more than five beds, or less than six pelcent of
their total licensed bed capacity, whichevet is greater;

(Z) âre located hi a county in the top thlee quartiles ofbeds per 1,000

persons agecl 65 ot older; and

(3) have not delicensed beds in the prior three lnontlìs.

If a facility delicenses six or more beds, or six percent or more of its totâl licensed bed capacity,

whichever is greater, and does trot have an approved closure plan or is not eligible for the ad.¡ustlnent

calculated i¡ ifern B, the Depaltnìent calculates the amoullt the facility would have been eligible to

assig¡ and uses this amount to provide equal rate adjustments to the five nursing facilities with the

lowest total operating payment r.ates iu the state development region in which the facility that

delicensed beds is located.

E. Reserved

F. A facility receiving a planned closure rate adjustment is eligible for any other rate

adjustrnents under this Attacltment.

G. A facilify that receives a planned closure rate adjustment may reassign it to

another facility that is under the same ownership at any time within tliree years of its effective date.

The amourt ofthe adjustment is computed according to item B.

H. Ifthe per bed dollar amount specified in item B, subitem (l) is increased, the

Department will recalculate planned closure rate adjustments fol facilities that delicense beds to

refiect the increase in the pel bed dollar amount. The recalculated plauned closure rate adjustlnent is

effective fr.om the date the per bed dollar amount is hrcreased. The removal ofthe lirnit in item B,

subilern (l) does not cons(ittlte a¡l increase.
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l. Upon the request ofa facility that is cornpletely ceasing operations, the Departrent
may increâse the total payment rates ofthat facility by 50%. This rate increase is to reimburse
relocation costs or other costs related to facili|l closure, may be in effect fol up to 60 clays, and cannot
begin untilthe nulnber ofresidents in the closing facility is less than or equal to 90% of its licensed

capacity.

J. After a facility tlrat elected a 50 o/o ràte increase uncler paragraph I has ceased

operations, the Depaltment will delay the implelnentation of a closure rate adjustment computed
under paragraphs A. to H. to recover the Medicaid-related costs ofthe rate inclease given urder'
paragraph L

K. A planned closùre rate adjustment shall be approved for an eight-bed facility in Big
Stone County for reassignment to a 50-bed facility witltin the county.

SECTION 20.030 Facitity serving exclusively the physically handicapped. Numing facilìties that
serve physically handicapped individuals and which have an average length of stay of less than one
yeal are lirnited to l40Yo of the other-operating-cost lirnit for hospital attached nursing facilities.
Other facilities serving physically handicapped individuals but whose average length of stay is not
less than one year have a limit of 105 percent ofthe approptiate hospital attached lirnit.

SECTION 20.035 Hospital-attached nursing facilities. A hospital-attached nursing facility shall

use tlre same cost allocation principles and methods used in tlte reports filed for the Medicale
progran].

A hospital-attached nursing facility is a facility which meets th€ criteria in items A, B, or C.

A. A nursing facility recognized by the Medicare Program to be a hospital-based nursing

facility for purposes of being subject to higher cost limits accorded hospital-attached nursing facilities
under tlie Medicare Program is a hospital-attached nursing facility.

B. A nursìng facility which, prior to June 30, 1983, was classified as a hospital-attached

nursing facility urtder Minnesota Rules, and which has applied for hospital-based nursing facility
status ulìdel the Medicare program duling the reportitrg year or the nine-month period following the

nursing facility's reporting year', is considered a hospital-attached nulsing facility for the rate yeâr

following the reporting year or the nine¡nonth periocl in which the facility rnade its Medicare
application.

(1) The nursing facility must file its cost repofi or an amended cost report for tlìat
leporting yeal before the following rate year using Medicare principles and Medicare's

reconmended cost allocation methods had tlre Medicare Program's hospital-based nursing facility
status been granted to the nursing facílity.
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(2) lfthe nursing facility is denìed hospital-based nursing facility status under the
Medicare Program, the nurshrg facility's payment rates fol the rate years the nursing facility was
considered to be a hospital-attaclied nr.rrsing facility pursuant to this paragraph shall be recalculated
treating the nursing facility as a non-hospital-attached nursing facility.

C. The surviving nursing facility ofa nonprofit or comnunity operated hospital-attached
nutsing facility which suspended operation of the hospital is considered, at the option ofthe facility, a
hospital-attached nursing facility for five subsequent rate years. ln the fourth year the facility will
receive 60 percent ofthe diffelence between the hospital-attached limit a¡rd the freestanding numing
facility Iirnit, arid in the fifth year the facility will receive 30 percent ol"the differ.ence.

D. For rate years beginning on or after July I , 1995, a nursing facility is considered a
hospital-attached nursing facility for puryoses ofsetting payment rates under this attachme¡t if it
Ineets tlìe above requirements, and: (l) the hospital and nursing facility are physically attached or
connected by a tunnel ol skyway; or (2) the nursing facility was recognized by the Medicare program
as hospital attaohed as ofJauuary l, 1995 and this status has been maintained continuously.

SECTION 20.040 Receivership.

A. The Deparhnent in consultation with the Depadtlent of Health may establish a
receivership fee that exceecls a nursing facility payment rate when the Commissioner of Health or the
Comnissioner of Hunran Services deteflnines a nursing facility is subject to the receivership
provisions. ln establishing the receivership fee payment, the Commissioner must reduce the receivel's
requested receivelship fee by amounts that the Commissioner deterrnines are ìncluded in the nursing
facility's payÍrent rate and that can be used to cover part or all ofthe receivership fee. Amounts thât
can be used to reduce the receivership fee shall be dete nined by reallocating facilìty staffor costs
that were formerly paid by the nursing facilily befole the receivership and are no longer requil.ed to be
paid. The amounts may include any efficiency incentive, allowance, and otlrer amounts not
specifically lequired to be paid for expenditures ofthe nursing facility. Ifthe leceivership fee cannot
be covered by amounts in tlre nursing facility's payment rate, a receivership fee payment shall be set
according to subitems (1) and (2) and payment shall be according to subiterns (3) through (5).

(1) The receivership fee pel diem is cletermined bydividingthe annual receivership
fee by the nursing facility's resident days from tlle most recent cost repoft for which the Department
has established a paylnent rate or the estimated resident days in the plojected receivership fee period.

(2) The receivership fee per diem shall be added to the nursing facility's paynent rate.

(3) Notification of the paymetìt rate increase must meet the requir.ements for the
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notice to private paying lesidents.

(4) 'fhe payrnent late irì item C for a nursing facility shall be effective the first day of
the month following the receiver's compliance with the notice conditiot.ts.

(5) The Department may elect to make a lump sum payment of a portion of the
receivership fee to the receivel or managing agelìt. ln this case, tl'ìe Department and the receiver or
the mauaging agent shall agree to a repayment plan.

B. Upon receiving a recommendation frorn the Cornmissioner of Health for a review ofrates,
the Comnissioner shall grant an adjustment to the nursing facility's payment late. The Commissioner
shall review the reoommendation of the Commissioner of Health, together with the nursing facility's
cost report to determine whethel or not the deficiency or r'ìeed can be corrected or met by reallocating
nursing facility staff, costs, revenues, or othet resources including any investments, efficiency
incentives, or allowances. lfthe Cornmissioner determìnes that the deficiency cannot be corrected or
the need cannot be met, the Commissioner shall determine the payment rate adjustment by dividing
the additional annual costs established during the Commissioner's review by tlre nursing facilif's
actual resident days from the nlost recer'ìt desk-audited cost report.

C. Ifthe Departmént has established a receivership fee per diem fol a nursing facility in
receivership ulder item A or a payment rate adjustment under item B, the Department must deduct

these receivership payments according to subitetns (l) to (3).

(l) The total receivership fee payments shall be the receivership per diern plus the

payment l ate adjustment multiplied by the nurnber ofresident days for the period ofthe receivership.

lfactual resident days fol the receivership period are not made available within two weeks ofthe
Departrner]t's written request, the Depafttnent shall compute fhe resident days by prorating the

facility's lesident days based on the nunrber ofcalendar days from eacl.t portion ofthe nutsing
facility's reporting years covered by the leceiversltip period.

(2) The arnourit determined in item A rnust be divided by the nursing facilíty's
resident days for the reporting year in which the receivelship period ends.

(3) The per diem amount in item B shall be subtracted from the nursing facility's
operating cost payment rate fol the rate year following tlìe repofting year in which the receivership

period ends. This plovision applies whether or not tlìere is a sale or t'ansfer ofthe nulsing facility,
unless the provision of item G apply.

D. The Commissioner of Health may request the Commissioner to reestablish the

receivership fee payment when the original terms of the receivership fee payment have significantly
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changed with regatd to the cost or duration of the leceivership agreement. The Comrnissioner, in
consultation with the Comrnissioner of Health, may reestablish the receivership fee payment wheu the
Comrnissioner determines tlre cost or duration ofthe receivership agreement has significantly
changed. The provisions ofdeveloping a receivelslrip fee payment apply to the reestablishment
process.

E. The Cornmissioner of Health shall recommend to fhe Commissioner areview of the ratcs
for a nursing home or boarding care home that participates in the Medical Assistance Plografir that is

in voluntary ot involuntary leceivership, and that has needs or deficiencìes documented by the
Departrnent of Health. If the Commissioner of Health detelmines that a review ofthe tate is needed,
the Commissioner shall plovide the Commissioner of Human Services with: (1) a copy of the ordel or
determinâtion tlìat cites the deficiency ol need; and (2) the Colrmissioner's recommendation for
additional staffand additional annual hours by type or ernployee and additional consultants. sewices,
supplies, equipment, or repairs necessary to satisry the need or deficiency.

F. Downsizing and Closing nursing facilities. lfthe nursing facility is subject to a
downsizing to closure process during the period ofreceivership, the Commissioner may reestablish
the nursing facility's paymelìt rate. Tlre payment rate shall be established based on the nursing
facility's budgeted operating costs, the receivership property related costs, and the manageÍnent fee
costs for the receivership period divided by the facility's estimated resident days for the sarne period.
The Comrnissioner of Health ancl the Commissioner shall make every effort to first facilitate the
transfer of private paying residents to alternate service sites prior to the effective date ofthe payment
rate. The cost Iimits and the case mix provisions in the rate setting system shall not apply during the
portion ofthe receivership period over which the nursing facility downsizes to closure.

G. Sale or transfer ofa nursing facility in receivership after closure.

(l) Upon the subsequent sale or transfer ofa nursing facility in receivership, the
Comrnissioner must recover any amourrts paid through payrnent rate adjustments under item F which
exceed the normal cost ofoperathg the nursing facility. Exarnples ofcosts in excess ofthe normal
cost ofoperating the nursing facility include the managing agent's fee, directly identifiable costs ofthe
managing agent, bonuses paid to ernployees for their continued employment duriûg the downsizing to
closure ofthe nulsing facility, prereceivership expenditures paid by the receiver, additional
plofessional services such as accountalìts, psychologists, and dietitiâns, and otlìer silìilar costs
incurred by the receiver to complete receivership. The buyer or transferee shall rcpay fhis âmount to
the Commissioner within 60 days after the Commissioner notifies the buyer or t'ansferee ofthe
obligation to repay. The buyer or transferee must also repay the private-pay resident the arnoùnt the
private-pay resident paid through paylnent rate adjustnìent.

(2) If a nursing facility with payment rates subject to item F, subitern (1) is later sold
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while the nulsing facility is in receivership, the payment rates in effect plior to the receivership shall
be the new owner's payment rates. Those pâyment Íates shall continue to be in effect until the rate

yeal following the reporting period ending on September 30 for the new owner. The repoftitig period

sliall. whenever possible, be at least five consecutive months. lfthe reporfing period is less than five
montlìs but rnore than tlrree months, the nursing facility's lesident days for the last two months ofthe
reporting period rnust be annualizecl over the leporting period for the purpose of computing the
payment rate for the rate year following the reporthg period.

Upon tlre subsequent sale or tlansfer ofthe nursing facility, the department may recover amounts paid

through payment rate adjustments under this section. The buyer or transferee will repay this amount
to the deparhnent withìn 60 days aftel the depaltment notifies the buyer or transferee ofthe obligation
to fepay. The brryer or transferee must also repay the private-pay resident the amount tlie pl ivate-pây

lesident paid thlough payment rate adjustment.

SECTION 20.050 Medicare upper payment limit rate adiustment. In the event that the aggregate

payment rates detelmined under this plan exceed the Medicare upper payment limit established at 42

CFR ç 447 .272, a rate adjustment will be determined as follows:

A. Agglegate the paylnent rates determined under this plan.

B. Determi e the Medicare upper payment limit in accordance with 42 CFR 1447.272.

C. Subtuact item A from item B

D. If item C exceeds zero, divide the arnount in item C by total statewide nursing facility
resident days duling the rate year in which item C exceeds zero.

E. Subtract item D from the rate otherwise determined under this plan.

SECTION 20.060 Employee scholarship costs and training in English as a second language
(ESL).

A. For the rate years beginning July 1, 2001 and July 1,2002,the Department will
provide to each nursing facility rehnbursed pursuant to Sections 1.000 to 21.000 or pursuant to

Section 22.000 a scholarship per cliem of $.25 to the total operating payment rate to be used for
ernployee scholarships and to provide job-related training in ESL.

B. For rate years beginning on or aftel July l, 2003, the $.25 scholarship pet diern is

rernoved from the total operating payment rate, and the scholarship per diem is based on actual costs.
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In calculating the per diern, only costs related to tuition and difect educational expeDses are permitted.

C. Effective July l, 201 5, nulsing facilities that close beds may request a recalculation of
their scholarship ¡ate for the rernaindel ofthe rate year to leflect the reduction in resident days, when

the l esu lting rate ad.iustrrìent is S.l 5 pel day or greater.

D. Effective Octobel I ,201 5 through Decembet 3 I , 201 7, a scholal ship per diem of up to

$.25 will be added to the paylnent rate for eaclt nursing facility without a scholarhip pet diern

included within their rate and now requests this increase.

SECTION 20.070 Alternative to Phâse-ín of Rebasing for Publicly-Owned Nursing Facilities

(a) For services delivered beginning October l, 201 I , nulsìrtg facilities whose physical plant is

owned by a city, county, or hospital district may enter into an agreement \ryith the Department

for a lrigher payment rate under this section. Until December 31,2015, nursing facilities that
apply shall be eligible to select an operating payment rate, for a RUG's level with a weight of
1.00, up to the rate calculated itt section 23'150 without application of the phase-in under

section 23.160. The rates for the other RUG's levels shaìl be computed as provided under

section 23.150.

(b) For services delivered between October 1,2011, and Decernber 31,20l5, rates determined

under this section shall be based olì the most recellt available cost report.

(c) Beginning January 1,2016, nursìng facilities whose physical plant is owned by a city,

county, or hospital distlict may select an operating paymellt rate, for a RUG's level with a

weight of 1.00, up to the amount allowable under the Medicare upper payment limit. The rates

for the other RUG's levels shall be computed as provided under section 23,150.

(d)The comrnissionef may, at âny time, feduce the paynìents under this section based on the

co¡nm issioner''s determination that the payments shall cause nursing facility rates to exceed the

state's Medicare upper paynent lirnit or any other federal limitation. If the commissioner

deterrnines a reduction is necessary, the comtnissioner shall reduce all paymeltt rates for
participating nur.sing facilities by a percentage applied to the amount of increase they would

otherwise receive under this section and shall notify participating facilities of the reductions.

The percentage would be calculated by dividing tlre amount over the upper payrnent limit by the

total Medicaid paynìellts for the patticipating facilities.

SECTION 20.090 Disaster-related provisions.
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A. Notwithstanding a provision to the contl'ary, a facility may receive payments for expenses
specifically ilculred due to a disaster. Payments will be based ou actual documented costs for the
period ciuring which the costs were incurred, and will be paid as an add-on to the facility's payment
rate, or as a lump sum payment. ïle actual costs paid will be reported on the next annùal cost repoft
as non-allowable costs, in order to avoid duplicate payment. Costs submitted for payments will be
subject to review aud approval by the Department. The Departrnent's decision is final and not subject
to appeal. Costs not paicl in this mauner may be claims on the subsequent cost report for inclusion in
the facility's pâyment rate.

B. Fo[ tl'ansfers of less than 60 days, the rates continue to apply fol evacuated facilities and

residelìts are not counted as adlnissions to facilities that admit them. The resident days related to the
placement of sucll residents who continued to be billed under an evacuated facili!'s providel number'

are not counted in the cost report submitted to calculate rates, and the additional expenditules ae
considered non-allowable costs for facilities that admit victims.

C. For transfers of60 days or more, a fornial discharge/admission process lnust be

completed, so tlìât the resident becomes a resident ofthe receiving facility.

D. When a person is adrnitted to a facili$ from the community, the resident assessmellt

requil ement in Section 1 5.01 0 is waived. If the ¡esident has resided in the facili$ for 60 days or
more, the facility must comply with Section 15.010 as soon as possible.

SECTION 20.1 00 Bed layaway and delicensure.

A. For rate years beginning on or after July 1,2000, a nursing facility reimbulsed under
Sections 1.000 thlough 2l .000 that places beds on layaway will, for purposes ofapplication of1he
downsizing incentive in Section 16.040, itern C, arrd calculation of the rental per diern, have the beds

given the same effect as if the beds had been delicensed so long as they temain on layaway. At tbe

time of a layaway, a facil'tly may change its single bed election for use in calculating capacity days

under Section 16. 1 10. The property payment rate increase is effective the first day oftlre month

following the month in which tìe layaway ofthe beds becomes effective under state law.

B. For rate yeals beginning on or aftel July l, 2000, notwithstanding any provision to the

contrary in Section 22.000, a nursing faciliÇ reimbulsed under Section 22.000 thal places beds on
Iayaway is, for so long as the beds remain on layaway, allowed to:

(l) Aggregate the applicable investment per bed lirnits based on the number of
beds licensed imrnediately pl ior to entering the alternative payment system in Section 22.000;

(2) Retain or change the facility's single bed election for use in calculating



STATE: MINNESOTA ATTACHMENT 4.19-D (NF)
Effective: lanuary 1,2017 Page 136

TN: l7-01
Approved: JUN 21 2017

Supelcedes: l6-04(15-10, 14-13,13-16,12-23, 12-15,12-ll,ll-26,11-17,11-13, ll-08,0-25,
10-15, 10-13,09-26, 08-l 8, 08-l 5, 07 -10, 07 -07, 06-t 3, 05-14)

capacity days under Section I 6. I l0; and

(3) Establish capacity days based on the nu¡nber ofbeds imrnediately priol to tlìe
layaway and the nurnber of beds after the layaway.

C. The Department \ryill increase the facility's property paymert rate by the incremental
i¡rcrease in the rental per diern resulting from the tecalculation ofthe facility's rental per diem
applying only the changes resulting from the layaway of beds and subitems (l ), (2), and (3). lf a

facility reimbursed under Section 22.000 completes a moratorium exception pro.ject after its base year

the base year property rate is the molatoriuln project propefty rate. The base year tate is ìnflated by

the factors in Section 22.060, iterns C through F. The property payrnent late increase is effective the
first day of the month following tlie month in which the layaway of the beds becotnes effective.

D. Ifa nursing facility reûìoves a bed flom layaway status in accordance with
state law, the Department will establish capacity days based on the number of licensed and certified
beds in the facility not on layaway and will reduce the nursing facility's property payment rate in
accorda¡ce with item B.

E. For the rate years beginning on ol after July 1, 2000, notwithstanding any plovision to

the contrary under Section 22.000, a nursing facility reimbursed undet that section, with delicensed

beds after July I , 2000, by giving notice ofthe delicensure to the Department of Health accordillg to

tlie notice requiremeÍìts in state law, is allowed to:

(l) Aggregate the applicable investment per bed limits based on the nunber of
beds licensed imrnediately prior to entering the alternative payment system;

(2) Retain or change the facility's single bed election for use in calculating
capacity days under Section 1 6.1 1 0; and

(3) Establish capacity days based on the number ofbeds immediately prior to the

delicensure and the lìumber of beds after the delicensure.

The Department will increase the facility's propeúy payment rate by the il'Ìcremental increase in the

rental per diem resulting from the recalculation ofthe facility's rental pel diem applying only the

changes resulting from the delicensure of beds and subitelns (l ), (2), and (3). If a facility reimbursed

under Section 22.000 completes a moratorium exception project after its base year, the base year

property râte is the moratorium project propefty late. Tlìe base year mte is inflated by the factors in

Section 22.060, items C through F. The pÍoperty payment late increase is effective the fil.St day ofthe
month following the month in which the delicensute ofthe beds becomes effective.
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F. For nursing facilities reimbutsed pursuant to Sections 1.000 to 21 000 or Section

22.000, any beds placed on Iayaway are not included irr calculating facility occupancy as it pertains to

leave days.

G. For nursing facilities reimbursed pursuant to Sections 1.000 to 2l .000 or Section

22.000, the rental fate calculated after placing beds on layaway may not be less than the rental rate

prior to placing beds on layaway.

H. A nulsing facility receiving a rate adjustment as a result ofthis section lnust not

increase nursìng facility rates for private pay residelts until it notifìes the residents. or the persotls

lesponsible for payment ofthe increase, in writing 30 days before the increase taltes effect. No
notice is required if a rate inctease leflects â necessary change in a resident's level of care.

l. A facility that cloes not utilize tlle space made available as a result ofbed layaway or

delicensure under this section to feduce tl'ìe number of beds pet rooln or provide more common space

for nursing facility uses or perform other activities related to the operation ofthe nursing facility shall

have its property rate increase calculated uuder this section leduced by the tatio ofthe square footage

nrade available that is not used for these purposes to the total square footage made available as a result

of bed layaway ol delicensure.

J. Effective July 1,2013,the minimum time a nursing faciliry must keep a bed in layaway is

shortened fr.om one year to six months; and the minimum time that a facilily must wait to put a bed in

Iayaway after having removed a bed from layaway is shottened from one year to six months.

Section20.110. Indian Health service and Tribal 638 Facilities. Effective July 6, 2011, pel diem

paymerìts to facilities ofthe Indian Health Service and facilities operated by a tlibe or tribal

organization under funding autlrorized by United States Code, title 25, sections 450fto 450n, or title I

o¡ title V ofthe Inclian Self'Determination and Education Assistance Act, PL 93-638, shall be equal

to the Meclicaid outpatient per visit rate published annually by the Director ofthe Indian Health

Service under.the authorþ ofsections 321(a) and 322(b) of the Public health Service Act (42 u.s-c.
248 and 249(b)), Public Law 83-568 (42 U.S.C.2001(a) and the lndian Health care lmprovement

Act (25 U.S.C 1601 et seq.))

SECTION 20.115. Consolidation ofnursing facilities effective Septernber 1,2011.

A. The commissioner of health, in consultation with the commissiouer of human services, may

approve a request for consolidation of nursing facilìties that includes the closure of one ot more

facilities and the upgrading ofthe physical plalìt ofthe remaining nursing facility or facilities,

the costs of which exceed the threshold project limit under section 16.1374, iteln F. In the event

the commissioners âpprove the request, the commissioner of human seruices shall calculate aq

prepe¡tfra+e-adjustment to tlle þavment rate for external fixed costs according to clauses (l) to
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(3):
(1) the closure of beds shall not be eligible for a plantred closure rate adjustment
under section 20.027;
(2) the constructiou project permitted in this clause shall not be eligible for a

threshold project or a moratorium exception rate adjustment undet section 22.061; and
(3) the rernainins lacilitv ot facililies'p+epeegr-paylnent rate for external fixed cosls-++em+i+i+g
f€ei+i+fergei+ies shall be increased by an arnount equal to 65 percent of the projected net cost
savings to the stâte calculated in palagraph (b), divided by the state's rnedical assistance
percentage of medical assistance dollars, and then divided by estitnated medical assistance

lesident days, as determined in paraglaph (c), of the remaining nursing facility or facilities in the
request in this paragraplr. For constructiorl upgrades completed after August l, 2013, the rate

adjustrnent is effective on the later ofthe first day ofthe month following completion ofthe
construction upgrades hr the consolidation plan ol the first day ofthe month following the complete

closure ofa faciliff designated for closure in the consolidation plan. If more than one facility is

receiving upgrades in the consolidation plarr, each facility's date ofconstruction cotnpletion tnust be

evaluated sepatately.

B. For purposes of calculating the net cost savilìgs to the state, the commissioner
shall co¡sider clauses (1) to (7):
(l) the annual savings from estimated medical assistance pâymeots from the net

number of beds closed taking into consideration only beds that are in active seruice oD the date

of the request and that have been in active service for at least tlìree years;

(2) the estirnated annual cost of increased case load of ìndividuals receiving seruices

under the elderly waiver;
(3) the estimated annual cost of eldelly waiver recipients receiving support under
gloup residential housing;
(4) the estimated ânnual cost of increased case load of individuals receiving services

under the alternâtive cale pÍogram;
(5) the annual Ioss of license surcharge payments on closed beds;
(6) the savings fronr not pâying planned closure rate âdjustments that the facilities
would othelwise be eligible for under section 20.027; and

(7) the savings from not paying p+epe++ypayr*e*l+a++'adjustments to the þayment late for
external fixed costs from subrnission oflenovation costs that would otlterwise be eligible as

threshold projects under section 22.061.

C. For pulposes ofthe calculatiolt in paragraph A., clause (3), the estimated medical

assistance resident days ofthe remaining facility or facilities shall be computed assurniug 95

perceut occupâncy rnultiplied by the historical percelìtage of rnedical assistance resident days of
tlie renraining facility or facilities, as reported on tlre facility's or facilities'most lecent ltursilìg
facility stâtistical and cost report fíled before the plan of closure is subrnitted, multiplied by 365
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D. For purposes of net cost of savings to the state in paragraph 8., the average
occupaucy percentages will be those reported on the facility's or facilities'most recent nursing
facility statistical and cost report filed before the plan of closure is submitted, and the average
paynlent lates shall be calculated based on the apploved payment rates in effect at the tilne the
conso lidation request is subrnitted.

SECTION 20.1 20. Method for determining budget-neutral nursing facility rates for
relocâted beds effective September 1,2011.

A. Nursing facility rates for bed relocations must be calculated by comparing the estitnated
medical assistance costs prior to and aftel the proposed bed relocation using the calculations in
this subdivision. All payrnent rates are based on a 1.0 case mix level, with other case mix rates

determined accordingly. Nursing facility beds on layaway status that are being ¡roved must be

included in the calculation for both the originating and receiving facility and treated as tlìougli
fhey were in active status with the occupancy characteristìcs ofthe active beds ofthe originating
fac ility.

B. Medical assistance costs of tlìe becfs in the originating nursing facilities must
be calculated as follows:
(1) multiply each originating facility's total payment rate for a RUGS weight of 1.0

by the facility's pelcentage of medical assistance days ou its most tecent available cost report;

(2) take the products in clause (l) and rnultiply by each facility's average case mix

score for medical assistance resiclents on its most recent available cost repol t;

(3) take the products in clause (2) and multiply by the number of beds being

relocated, times 365; and

(4) calculate the sum ofthe amounfs determined in clause (3).

C. Medical assistance costs in the receiving facility, pt'ior to the bed relocation, must

be calculated as follows:
(1) multiply the facility's total payment rate fol a RUGS weight of 1.0 by the medical

assistance days on the most recent cost report; and

(2) multiply the product in clause (l ) by the averâge case mix weight of medical

assistance l esidents on the most recel'ìt cost report.

D. The cornmissioner shall deternine the medical assistance costs priol to the bed

relocation which must be the suur ofthe amounts determined in paragraphs B and C.
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E. The commissioner shall estimate the medical assistance costs aftel the bed

relocation as follows:
(1) estimate the medical assistance days in the leceiving facility aftel the bed

relocation. The commissioner may use the current medical assistance portion, or if data does not
exist, may use the statewide average, or may use the plovider's estilnate of tlìe
medical assistance utilization ofthe relocated beds;

(2) estimate tlìe avelage case mix weight of rnedical assistance residents in the
receiving facility after the bed relocation. The commissioner Inay use curreut average

case mix weight or, if data does not exist, rnay use the statewide average, or may use the
provider's estimate of the average case lnix weight; and

(3) rnultiply the amouut determined in clause (1) by the arnount determined in

clause (2) by the total payment rate for a RUGS weight of 1 .0 tliat is the highest late of the

facilities f¡om which the relocated beds either originate or to which they are beiug relocated so

long as that rate is associated Vvith ten percent or more of the total number of beds to be in the

receiving facility after the bed relocation.

F. If the amount determined in paragraph E is less than or equal to the alnount

determined in paragraph C, the commissioner shall allow a total payment l ate equal to the

arnount used in paragraph E, clause (3).

G. lfthe amount determined in paragraph E is greater than the amouÍìt determìned

in paragraph D, the commissioner shall allow a rate with a RUGS weight of 1.0 that

when used in paragraph E, clause (3), results in the amount detelmined in palagraplr D being

equal to the amount determined i paragraph D.

H, lf the commissioner relies upon provider estimates in paragraph E, clause (1)

or (2), then annually, for three years after the rates determined in this subdivision take effect, the

cornrnissioner shall determine the accuracy ofthe alternatìve factors of medical assistance case

Ioad and RUGS weight used in this subdivision and shall reduce the total payment rate for a

RUGS weight of 1.0 if the factors used result in rnedical assistance costs exceeding the amount

in paragraph D. If the actual medical assistance costs exceed tlìe estimates by more than five
percent, the commissioner shall also recover the difference between the estimated costs in
palagraph E and the actuâl costs. The commissioner may require submission of data from the

receiving facility needed to implement this palagraplr.
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SECTION 20. 130 Medicare certification

Effective July l, 201 2, Medicaid certified nursing facilities are not required to participate in the

Medicale program, Nursing facility providers that do not participate in or accept Medicare
assignnlent must refer and docutnent the referral of dual eligible lecipients for whorn placemeut

is lequested and for whom the resident would be qualified for a Medicare-covered stay to
Medicare ploviders. The comnrissioner ofhuman services shall audit nursing facilities that do
not accept Medicare and detel lìrine if dual eligible individuals with Medicare qualifying stays

have been admitted. If such a determination is rnade, the comlnissioner shall deny Medicaid
paylnent for the first 20 days of that resident's stay.

SECTION 21.OOO ANCILLARY SERVICES

SECTION 21.010 Setting payment and monitoring use of therapy senices.
At the option of tlre nursing facility, payment for ancillary materials and services otherwise covered
under the plan may be made to either the nursing facility in the opelating cost per diem, to the vendor
ofancillary sewices, or to tlre nursing facility outside ofthe operathg cost per die¡n. Effective
Aùgûst l, 2009, at the option ofthe nursing facili|l, payment for ancillary materials and services
otherwise covered under the plan may be made only to either the vendor ofancillary services or to tlre
nursing facili! outside of the operating cost per diem. The avoidance ofdouble payments shall be

made through audits and adjustments to the nursing facility's annual cost report. The Depârtment will
also determine if the materials and services are cost effective and as would be incurred by a prudent
and cost-conscious buyer. Therapy services provided to â recipient must be rneclically necessary and
appropliate to the medical condition of the recipient. Ifthe vendor, nursing facility, or ordering
physician cannot provide adequate medical necessity jústification, the Departmerìt may recover or
disallow the payment for the services and rnay require prior authorization for therapy services or may
impose administlat¡ve sanctions to limit the provider participation in the meclical assistaÍìce program.

SECTION 21.020 Certification that treatment is âppropriâte. The therapist who plovides or
supervises the provision oftherapy services must certifu irr writing that the therapy's nature, scope,

duration, aud intensity are appropriate to the medical condition ofthe recipient every 30 days. The
Departn.rent shall utilize a peer review program to make recommendations regarding the medical
necessity of services provided.

SECTION 22.OOO CONTRACTUAL ALTERNATIVE PAYMENT RATES AFTER AUGUST
I,t99s

SECTION 22.010 Contractual alternative payment rate. A nursing facili| may apply to be paid a
contractual alternative payment rate instead ofthe cost-based payrnent rate established under Sections
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I .000 to 21.000. A nursing facility selected to receive an alternative payment rate must enter into a
contract with the state. Payment rates and procedures for facilities selected to receive an alternative
payment late are determined and governed by this section and by the terms ofthe contract. Different
contract te ns fot different nulsing facilities may be negotiated.

SECTION 22.020 Requests for proposals.

A. At least twice annually the Department will publish a request for proposals to provide
nursing facility services according to this sectiorì. All proposals must be tesponded to in a timely
lì1annef.

B. Any proposal rnay be rejected if, in theiudgmentof tlìe Department, a contract with â
particular facility is not ill the best interests ofthe resiclents ofthe faciliÇ or the state of Minnesota.

SECTION 22.030 Proposal requirements.

A. In issuing the Iequest for proposals, the Department may develop reasonable requirements
which, in thejuclgment ofthe Depâftment, are necessary to protect residents or eusure that the
contractual alternative payment clemonstration project furthers the interest ofthe state of Minnesota.

B. The lequest for proposals may include, but need not be lirnited to, the following:

(l) A requirement that a nursing facility mâke reasonable efforts to maxinize Medicare
payments on behalf of eligible residents;

(2) Requirements designed to prevent inappropriate or illegal discrimination against
residents enrolled in the medical âssistance prograrn as compared to plivate paying lesidents;

(3) Requirements designed to ensure that admissions to a nursing facility are applopriate
and that reasonable effofts are made to place residents iu home and communif-based settings when
appropriate;

(4) A requirement to agree to participate in a project to develop data collection systelns and
outcome-based standards for managed care conh'acting for long-term care services;

(5) A requirement that contractors agree to maintain Medicare cost reports and to sìrbmit
theln to the Depalfment upon request or at times specified by the Departrnent;

(6) A requilement for demonstrated willingness and ability to develop and rnaintain data
collection and retrieval systems to be used in measuring outcomes; and
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(7) A requirement to provide all information and assutances lequhed by the terms and

conclitions of federal approval.

SECTION 22.040 Selectioñ process.

A. The number ofproposals that can be adequately supported with available state resources,

as determined by the Depalhrent, may be accepted.

B. The Department may accept proposals from a single nulsing facility or from a group of
facilities through a n.ranaging entity.

C. The Departrnent will seek to ensure that nursing facilities under contract are located in all
geographic areas ofthe state.

D. ln addition to the information and assurances contahred in the subn.ritted proposals, the

Departn.ìent rnay consider the following in determining whether to accept oÍ deny a proposal:

(l) The facility's history of compliance \.vith federal and state laws and rules, except

that a facility deemed by the Depârtment to be in substantial cornpliance with fedetal and state laws

and rules is eligible to respor.td to a request for proposal. A facility's compliance h¡stoly is not the

sole determining factor in situations where the facility has been sold a¡d the new owners have

subrnilled a proposal:

(2) Whether the facility lras a fecold ofexcessive licensure firìes or sanctions ol'

fraudu lent cosl reportsl

(3) The facility's firtancial history and solvency; and

(4) Other factors identified by the Department that it deems relevant to a

determination that â colrtract with a particular facility is not in the best interests ofthe Ìesidents ofthe
lacility or the stale of M inrìesola.

E. lfthe Departlnent rejects the pÍoposal of a nursing facility, itwill provide written notice to

t|e facility ofthe reason for the rejection, including the factors aud evidence upon which the rejection
was basecl.

SECTION 22.050 Duration and t€rmination ofcontracts.

A. Contracts with nursing facìlities may be executed beginning Novenrber l, 1995
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B. All contracts entered into under this sectiou are for a term not to exceed four years.

C. EitheL palty lnay termiuate a contract at any time without cause by providing 90 calendar'
days advance written notice to the other palty. The decision to term¡nate a contract is not appealable.

D. Tlre contrâct will be lerregotiated for additional terrns ofup to four years, unless either
party provides wlitten notice oftermination. The provisions ofthe coritract will be renegotiâted ât a
minimum ofevery four years by the parties before the expiration date ofthe contract.

E. The pafties may voluntarily renegotiate the terms of tlre contract at any time by rnutual
agreement.

F. If a nursing facility fails to comply with the terms of a contlact, the Department will
provide reasonable notice regalding the breach of contract and a reasonable opportunity for the
facility to come into compliânce.

G. If the facili|l fails to come into compliance or to remâin in compliance, the Departrnent
|rlay terminate the conttact. If a contract is terminated, the contrâct paymerrt remâins in effect for the
remainder ofthe rate year in which tlìe contrâct was terminated, but in all other lespects the
plovisions ofthis section do not âpply fo that facility effective as ofthe date the contract is
terminated.

H. The contract rnust contain a provision govelning the iransition back to the cost-bâsed

reimbursement system established under Sections 1.000 to 21 .000.

SECTION 22.060 Alternate rates for nursing facilities.

For nursing facilities that have their payment rates determined putsuant to this section rather
than pursuant to Sections I .000 to 21 .000, a rate must be established under this section as follows:

A. The nursing facility must e ter into a written contract witl] the Depaltmellt;

B. A nurcing facility's case mix payment rate for the first rate year of a facility's
contract under this sectiou is the sârne paymeÍìt rate as established fol the facility under Sections
1 .000 to 2l .000;

C. A nursing facility's case mix payment rates for the secoud and subsequent years of
a facility's contract under this section are the ptevious rate year's contract paymeDt râtes plus an

inflation adjustment as provided in items D and E



STATE: MINNESOTA
Effective: Ianuary l, 2017
TN: l7-01
Apploved: JUN 21 2017
Supet'cedes: l6-04(15-10, l4-13, l3-16, 12-23,12-15,12-ll,l1-26,1Ì-17, l1-13, ll-08,0-25,

I 0-l 5, I 0-l 3, 09-26, 08-t 8, 08-t 5, 07-1 0, 07 -07, 06-13, 05-t 4)

D. The inclex for the iuflation adjustment lnust be based on the change in the
Consurnet Plice Index-All ltems (United States City average) (CPl-U) forecasted by the Minnesota
Departfirent of Finance's national economic consultant, as forecasted in the fourth quarter ofthe
calendar year preceding the rate year.

E. The inflation adjustment ntust be based on the l2-month period frorn the rnidpoint
ofthe previous rate year to the rnidpoint ofthe rate year for which the rate is being deterrnined.

F. For the rate years begimring July 1, 1999, July l,2000,July l,2001,Iuly 1,2002,
July l, 2003, July 1,2004, Jnly l, 2005, July 1, 2006, July 1,2007, July l, 2008. Oclober l, 2009,
and October I , 201 0 items C, D, and E apply only to the proper ty related payment rate. For the râte
years beginning on Octobe¡' l,20ll, October 1,2012, October 1,2013, October 1, 2014, October l,
201 5, and October l, 2016,the late adjustment urrder items C, D and E ofthis section shall be
suspended. Begìnning in 2005, adjustment to the properry payrnent rate under Sections 1.000 tbrough
21.000, and undel this section, ate effective on October 1, 2005. In determining the amount ofthe
property related payment late adjustmeÍìt under items C, D and E, the Depaltment rnust determine the
proportion ofthe nursing facility's rates that are properry related based on the facilif's most recent
cost report.

SECTION 22.061 Construction project râte âdjustments.

A. Effective October l, 200ó, facilities paid under this section rnay receive a propedy rate
adjustment flor construction projects thât exceed the threshold for additions and replacemerìts
clescribed in section 16.1373,búare below the threshold described in section 16.1374,itenF.

(1) For these projects. capital assets purchased shalI be counted as construction project
costs for a rate adjustrnent request lnade by a facility if they are purchased within 24 rnonths of
the completion ofthe construction project, purchased after the completion date ofany prior
corìstruction project, and are not purchased prior to July 14,2005.

(2) Except as otherwise provided in this section, the definitions, rate calculation methods,
ancl principles in Section 16.000 shall be used to calculate Ìate adjustments for allowable
construction ptojects offacilities under this section and the rnoratoriurn exceptions plocess.

(3) Facilities completing construction projects between October I , 2005, and October I .

2006, are eligible to have a properb, rate adjustrnent effective October l, 2006. Facilities
cornpleting projects after October I ,2006, arc eligible for a property rate adjustment effective on
the first day ofthe rnonth following the complefion date.
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4) Facilities shaÌl be allowed constl'uction project late adjustments no sooner fhalr 12

months after completing a previous constluction project. Facilities must request the rate

adjustment by submitting the request plus related supported doculnentâtion to the Department
within 60 days after the project's completion date. Effective August l, 2009, ifa nursing facilifl
gives lotice more than 60 days after completion ofa construction project, the rate adjustment is

effective on the first ofthe month following the notice. If the notice is given within 60 clays of
completion, the rate ad.iustment is effective on the first ofthe month following the completion of
the project.

(5) Capacity days shall be computed according to Section 1 6.1 I 0. For rate calculations

under this section, the number of licensed beds in the nursing facility shall be the number
existing after the constluction ploject is completed and the number ofdays in the nursing

facility's reporting period shall be 365.

B. The value ofassets to be tecognized for a total replacement project shall be

computed as follows:

(l ) Replacement-cost-new limits under Section l 6. l 3T4, and the number of beds

allowed undef Section I 6.040, item G, shall be ìised to contpute the maximum amount of assets

allowable in a facility's property rate calculation.

(2) If a faciliff's current request for a rate adjustment results from the cornpletion

of a constluctiorr project that was previously approved under a moratorium exceptiou, the assets to be

used in the rate calculation cannot exceed the lesser ofthe amount determined under Sectiori 16.1374,

item G, or the actual allowable costs ofthe construction project.

(3) A current lequest that is not tlìe result of a ploject under a moratorium
exception cannot exceed the limit under Section 1 6.1 374, item G.

(4) Applicable credits must be deducted from the cost of the construction project.

C. The value of assets to be recognized for all other projects shall be computed as

follows:

( I ) Replacelnent-cost-new limits under Section I 6.1 374, and the number of beds

allowed under Section 16.040, itern G shall be used to compute the maximum arnount ofassets

allowable in a facility's prope y rate calculation.

(2) The value ofa facility's assets to be conìpared to the âmount in item (1)

begins with the total appraised value from the last rate notice a facility received when its rates were
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set under Sections 1.000 tlrrough 2l .000. This value shall be indexed by the factor in Section 16.040
for each rate year the facility received an inflation factol on its property-related rate wheu its rates
were set under this section. The value ofassets listed as previous capital additions, capital additions,
and special plojects on the facility's base year rate notice and the value of assets related to a
coDstruction ploject fof which the facility received a fate adjustment when its rates were determiÍìed
under this section shall be added to the indexed appraised value.

(3) The rnaximurn amount of assets to be recognized in computing a facility's
rate adjustlnent after a project is corrpleted is the lesser ofthe aggregate rcplacement-cost-new limit
computed in subitem (l) rninus the assets recognized in subitem (2) or the actual allowable costs of
the construction pl'oject.

(4) Ifa facility's current request for a rate adjustment rcsults from the
completion of a constluction project that was previor.rsly approved as an exception to the state's
moratorium, the assets to be added to tl'ìe rate calculation cannot exceed tlìe lesser ofthe arnor¡nt
deter rnined under Section 16.137 4, ifen G ol the actual allowable costs of the construction project
plus amendments apploved by the Minrresota Depârhnent of Health. A curÍent request that is not the
result of a project under a moratorium exception cannot exceed the limit stated in section I 6.1 374,
item G. Assets disposed of as a result of a construction project and applicable credits Íìrust be
deducted flom the cost of the construction project.

D. For construction projects approved under a moratorium exception, allowable debt may
never exceed the lesser of the cost of the assets pulchased, the thresho ld limit in Section I 6. I 3 74,
item G, ol the replacement-cost-new lirnit less pleviously existing capital debt.

E. FoI construction projects that were not approved under a moratorium exception,
alfowable debt is limited to the lesser of th€ threshold in Section 16.1374, item G, or the applicable
lirnit in items B or C, less previously existing capital debt. Amounts ofdebt taken out that exceed the
costs ofa constl'uction project shall not be allowed regaldless ofthe use ofthe funds. For all
construction projects being recognized, interest expense and avelage debt shall be computed based on
tbe first 12 rnonths followìng project completion. "Previously existing capital debt" means capitâl
debt recognized oÍì the last rate determined under Sections 1.000 through 2l .000, and the arnount of
debt recognized for a construction project for which the facility received a râte adjustmetrt when its
rates were determined under this section. For a total leplacement project as defined in section
16.137 4, item H-the value of previously existing capital debt shall be zero.

F. In addition 10 the iulerest expense allowed from the application of item D. the amounts
allowed under Section I 6. l3 74, item B will be added to interest expense.
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G. 'l'he equity poltion of tlie construction project shall be computed as the allowable assets

in item B or C, less the average debt in item Dand F. The equity poltion must be multiplied by 5.66
perce t and tlie âllowâble interest expense in itern D must be added. This sum must be divided by 95
percent ofcapaciry days to corÌpute the construction project rate adjustment.

H. For plojects that are not a total replacement ofa nursing facility, the amouÍìt in item G
is adjusted for nonreirn bursable aleas and then added to the current property paynlent rate of tlìe
facility.

I. For projects that are a total replacement ofa nursing facilif, the amount in item G
becomes tlre new propefiy payment rate after being adjusted fol nonreimbursable areas. Any amounts
existing in a facility's rate before the effective date of the construction project for equity inceutives
under Sectiorr 16.1373, capital repairs and replacements under Section 16.1372, or refinancing
incentives under Section 1 6. 1376, shall be retnoved from the facilif's rates.

J. No additional equipment allowance is allowed under Section I 6.I 00, as the result of
construction projects undel this section. Allowable equiprnent shall be included in the construction
project costs.

K. Capital assets purclrased after the completion date ofa construction project shall be

counted as construction project costs fot any future rate ad-iustment request made by a facility under
Section 16.1374, item G, if they are purchased within 24 r¡onths of the completion ofthe fuhrre
construction project.

L. ln subseque t rate years, the properry payment rate for a facility that results fiom the

application of this subdivisíon shall be the amount inflated in Sectiott 22.060, item F.

M. Construction projects ar€ eligible for an equity incentive under Section 16.13 73.

When computing the equity incentive for a cor'ìstruction project under this section, only tlre allowable
costs and allowable debt related to the constluction project shall be used. The equity incentive shall
not be â part ofthe property payment rate and not inflâted under Section 22.060, itet¡ F. Effective
October l, 2006, all equity incentives for nulsing facilities rcimbursed under this sectior shall be

allowed for a duration determined r¡nder Section 16.1 373, iteln C.

SECTION 22.065 Facility rate increâs€s beginning July 1, 1999. For the rate year beginning July
l, 1999, a nursing facility's case mix rate is divided ìnto the following co¡ìrponents: compensatiolr

operating rate, non-compensation operating rate, property tate and other-cotnponents rate. The

competsation and non-compensation opel'atir'ìg rates are incleased by the percentages in Sectiou

I 1.049, itern B, subitem (1), respectively. The propeúy related payment rate is increâsed as described

in Section 22,060, item F . The other-components rate is uot increased from the June 30, I 999 r'ate.
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A. A nursing faciliry in Becker county licensed for 102 beds on September' 30, I 998
receives the following increases:

(l) $1.30 in its case mix class A payment rate;

(2) S1.33 in its case mix class B payment rate;

(3) $1.36 hr its case nrix class C payment rate;

(4) $1.39 in its case mix class D payment rate:

(5) $1.42 in its case mix class E and F payment rate;

(6) $1.45 in its case mix class G paymeut rate;

(7) $1.49 h its case rnix class I-l payment rate;

(8) $1.51 in its case mix class I payment rate;

(9) $1.54 in its case mix class J payment rate; and

( I 0) $ I .59 in its case mix class K payment rate;

B. A nursing facility in Chisago county licensed for l0l beds on September 30, 1998
receives an inclease of $3.67 in each case nrix payment rate:

C. A nursing facility in Canby, licensed for 75 beds will have its property-r'elated per diem
rate iÍìcreased by $1.21. This increase will be recognized in the faciliry's contract payment late under
this section.

D. A nursing facility in Golden Valley with all its beds licensed to provide residential
rehabilitative services to physically handicapped young adults has the payment rate computed
according to this section increased by $14.83; and

E. A county-owned 130-bed nursing facility in Park Rapids has its per diem contract
payment rate increased by S1.02 for costs related to compliance with comparable worth requilements

SECTION 22.066 Facility rate increases beginning July 1,2000. Fol the rate yeal beginning July
l, 2000, nursing facilities with an average operating rate as described in iterns A through F receive the
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rate incleases indicated. "Avetage operating rate" mealls the average ofthe eleven (A-K) case mix
operating rates. The incleases are added following the determination under Section I I .050 ofthe
payment rate for the rate year beginning July 1, 2000, and will be included in the nursing facilities'
total payment rates for the purposes of determining future l ates under this attachment to the State
plan.

A. Nursing facilities with an average operating rate of g I 1 0.769 receive an
operating cost per diem increase of 5.9 percent, ptovided that the facilities delicense, decertify, or
place on layaway status, ifthat status is otherwise permitted by law, 70 beds.

B. Nut sing facilities with ar averâge operating late of $79.107 receive an inclease of g I .54
in eaclr case mix paylnent rate.

C. Nursing facilities with an average operating rate of$80.267 rcceive an increase ilt their
case rnix resident class A payment of$3.78, and an increase in their payment rate for all otl'ìer case
mix classes ofthat amount multiplied by the class weight for that case nrix class established in Section
13.030.

D. Nursing facilities with an average operating late of$94.987 receive an increase of$2.03
in each case rnix pâyment rate to be used for employee wage and benefit enlrarrcements.

E. Nursing facilities with an average operating rate of$82.369 have their operating cost per
diem increased by the followhrg amounts:

(l) casernixclassA,$1.16;

(2) case rnix class B, $1.50;

(3) case mix class C, $1.89;

(4) case nrix class D,$2.26;

(5) case mix class E, $2.63;

(6) case mix class F, $2.65;

(7) case rnix class G, $2.96;

(8) case mix class H, $3.55;
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(9) case mix class I, $3.76;

(10) case mix class J, $4.08; and

(l I ) case mix class K, $4.76.

F. Nursing facilities with an average opelating rate of$95.974 that decertifìed 22 beds
in calendar year 1999 have their property-related pel diern payment rate increased by $ t.SS.

SECTION 22.067 Facility rate increases beginning July 1,2001.

A. For the rate year beginning JLrly I , 2001 , the Depadment will provide an adjustment
equal to 3.0 percent ofthe total operating paymeÌìt rate. The operating payment rates in effect on June
30, 2001 inclucle tlre adjustment in Section I1.070.

B. For rate years beginning on or after July 1,2001 and for admissions occurring
on ol after July l, 2001 , the total paymeut rate for the first 90 paid days after admission is:

(l ) for the first 30 paid days, the rate is 120 percent ofthe faciliS,'s medical
assistance rate for each case rnix class; and

(2) for the next 60 paid days after the first 30 paid days, the rate is I l0
percent ofthe facility's medical assistance rate for eaclr case mix class.

C. For tate years beginning on or aftel July l, 2001 and for admissions occurring
on or after July I , 2001, beginn hg with the 91 '1 paid day after admission, the payment rate is the rate
otherwise detelmined undel this Section.

D. Payments under item B apply to admissions occurring on or after July l,
2001 , and before July l, 2003, and to resident days occurriug before July 30, 2003,

E. For the rate year beginning July I , 200 I , the Departrnent will adj ust the operating
pâyment rates for low-rate facilities. For each case mix level, if the amount computed under itern A is

less than the amount of the operating payrent rate target level for July 1, 2001 , below, the
Departrnent will rnake available the lesser ofthe atnount ofthe operâting payment rate target level for
July I , 2001, or an increase of ten pelcent over the rate in effect on June 30,2001, as an adjustment to
the operating payment rate. For the purposes of this iteln, facilities are considered meto if they ale
located in Anoka, Carver, Dakota, Hennepin, Olmsted, Rarnsey, Scott, or Washingtori counties; or in
the cities of Moorhead or Breckenridge; or in St. Louis county, north ofToivola and south ofCook;
or in ìtasca county, east ofa north south line two miles west ofGrand Rapids.
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Operating Payment Râte Target Level for July 1, 2001

Case Mix Classification Metro
$76.00
$83.40
$91 .67

$99.s r

ß107.46
$107.96
$114.67
$126.99
$r31.34
$r38.34
$ 1s2.26

Nonmetro
$68.1 3

$74.46
$81.63
$88.04
$94.87
{o< 1(l

$100.98
$111.31
$r 1s.06
$r 20.85

$133.1 0

A
B
C
D
E
F
G
H
I
J

K

F. For the rate year beginning July I , 2001 , fwo-thirds of the money resulting frorn the rate
adjustment under item A and one-halfofthe rnoney resulting fiom the rate adjustment under items B
through D lnust be used to inclease the wages and benefits and pay associated costs of all employees
except management fees, the administrator, and central office staff.

(l) Money received by a facility resulting from the râte adjustments under
iterns A through D rnust be used only for wage and benefit increases implernented on or after July 1

2001.

(2) A facility may apply for the portions of the rate adjustments under this item. Tle
application must be made to the Department and contain a plan by which the facilif, will distribute
the funds to its employees. For a facility in which the employees are represented by an exclusive
bargaining represelìtatíve, an agreement negotiated and agreed to by the ernployer and the exclusive
bargaining representative constitutes the plan, if the agreement is finalized after June 30, 2001 .

(a) The Deparhent will ¡eview the plan to ensure that the rate adjustrnents are used
as required in this ilern.

(b) To be eligible, a facility must submit its plan for fhe wage and benefit distribution
by December 31,2001. lfa facility's plan for wage and beneflrt distribution is effective for its
employees after July l, 2001, the portion ofthe tate adjustments are effective the same date as its
p lan.

(3) A hospital-attached facility may include costs in its distribution plan fol wages
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and benefits and associated costs of employees in that organization's shared services departmeÍìts,
pt'ovided that the facility and the hospital share common ownersliip and adjustmerìts for hospital
services using the diagnostic-related grouping payment rates per admission uncler Medicare ar.e less
than three percent during the l2 months before Ju ly I , 2001 . lf a hospitaì-attached facilify meets
tliese qualifications, the difference between the rate adjustmelìts approved for nursing facility services
and the rate increase apptoved for hospital services may be perrnitted as a distribution in the hospital-
atlached facility's plan regardless ofwhether the use ofthe funds is shown as being attributable to
ernployee hours worked in the facility or employee hours worked h the hospital.

G. NotwithstâDding Sections 1.020 and 1 8.020, upon the request ofa facility, the
Depattlnent Íìray authorize the facilily to raise per diem rates for private-pay residents on July 1 by the
amount anticipated to be required upon implementation ofthe râte adjusûnents allowable under.items
A through D. Until the rate is finalized, the Depârtmenf will require arry amounts collected, which
must be used as provided i¡r this item, to be placed in an escrow account established for this purpose
with a financial institution that provides deposit insurance. Tlre Department shall conduct audits as
necessaly to elìsure that:

(1) the amounts collected ate retained in escrow until rates are increased to reflect the
wage-related adjustment; and

(2) any alnounts collected flom private-pay lesidents in excess ofthe final rate are
repaid to the private-pay residents with interest.

IJ. For rate years beginningon or after July 1,2001,in calculating a facility's operating cost
per dienr fol the purposes of constru cting an array, determirring a rned ian, or otherwise performing a
statistical measure of facility payment rates to be used to determine future rate increases, the
Departrnent will exclude adjustments for raw food costs under Section 8.020, iteni B, that ar.e related
to plovicling special diets based ou religious beliefs.

l. Fol the rate year beginning July I , 2001 , facilities that changed their bed licensure from
boald and care beds to nursing home beds rnust have the additional cost of sulcharge inclucled in their
rate. The iucrease is added following the determination ofthe payment rate for the rate yeat beginning
Jnly l, 2001 , and is included in the facility's total payment rates fol the purposes of determining
fuûrre rates.

J. For the rate year beginning July l, 2001, non-profit facilities in the county with the
fewest beds per 1000 for age 65 and over that are not accepting beds from another closing non-profit
facility receive a total increase of$10 in each case mix rate, as a result of increases provided under
this item and item D. The increases under this item are added before the determination under item D,
of the paynrent late for the July 1,2001 rate year, and are included in the facility's total paymeut ate
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for purposes ofdeternrining future rates through June 30, 2004.

SECTION 22.068 Facility rate increases beginning January 1,2002.

For the rate period from January l, 2002 through June 30,2002, facilities that went from nolì-profit to
for-profìf status in 2000 ¡eceive an increase of $2.54 in each case mix payment rate to offset properry
fax payments due as a result of tlre facility's conversion from nonprofit to for-profit status. The
increase will be added following the determination ofthe payment rate for the rate year beginning
July I , 2001, and will be included in a facility's total payment rates for the pulposes of determining
future rates.

SECTION 22.069 Facility râte increases beginning July 1,2002.

A. For the râte year beginning July 1,2002,the DepaÍmerìt will provide an adjustment
equal to 3.0 percent ofthe total operating payrnent late. The operating payment rates in effect on June

30, 200I include the adjustrnent h Section I I .070.

B. For the rate year beginning Jrly 1,2002,the Departrnent will adjust the operating
payment rates for low-rate facilities. For each case mix level, if the amour'ìt computed under itelns A
is less than the amount ofthe operating payment rate target level for July l, 2002, below, the

Department will make available the lesser of the operatiïtg payment rate target level for July I , 2002,
or an increase often percent over the rate in effect on June 10, 2002, as an adjustment to the operating
payment rate. For the pulposes of this item, facilities are considered metro ifthey meet the
requirernents in Section 22.067 , item D.

Operating Payment Rate Target Level for July 1, 2002

Case Mix Classification Metro
$78.28
$8s.91

s94.42
$102.50
$l 10.68

$t1r.20
$r18.11
$ 130.80
$r 35.38
9142.49
$156.85

Nonmetlo
$70.51
s77.16
$84.62
s91.42
$98.40
$98.84
$104.77
$l r5.64
$l 19.50

$ 12s.3I
$t3'1.77

A
B
c
D
E
F
G
H
I
J

K
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C. For the late yeal beginningJuly 1,2002, two-thirds ofthe money rcsulting from flìe râte

acljustment under itern A, and one-halfofthe money resulting florn the rate adjustment under Sectiolt
22.067, ilens B and C and item B of this Section, müst be used to increase the wages and belefits and
pay associated costs ofall employees except management fees, the adlninistrator, and central office
staff.

(l ) Money received by a facility resulting fi'om the rate adjustments under
item A, Section 22.067, itelms B and C and item B ofthis Section must be used only for wage and
benefit increases implemented on or after July 1, 2002.

(2) A facility rnay apply for the portions ofthe rate ad.justments undel this item. The
application must be made to the Department and contain a plan by which the facilit),. will distlibute
the funds to its employees. For a faciliÇ in which the employees âre represented by an exclusive
bargaining representative, an agreemerìt negotiated and agreed to by the employer and the exclusive
bargainirtg representative constitutes the plan, ifthe agleement is finalized after the date ofenactment
ofall increases for the Íate year.

(a) The Department will review the plalì to ensure that the late adjustrnents are used
as required in this item.

(b) To be eligible, a facility must submit its plan for the wage and benefit clistribution
by December 31,2002. Ifa facility's plan for wage and benefit distribution is effective for its
ernployees after July l, 2002, the portion ofthe late adj Lrstrents ale effective the same date as its
plan.

(3) A hospital-attached facility rnay include costs in its distribution plan for wages
and benefits and associated costs ofernployees in that organization's shared services depal'tments,
provided that the facility and the hospital slrare common ownership and adjustments fol hospital
services using the diagnostic-related grouping payment rates per admission under Medicare are less

than three percent during the l2 months before July l, 2002. lfa hospital-attached facility meets
these qualifications, the difference between the rate adjustments approved for nursing facility selvices
and the rate ircrease approved for hospital services may be permitted as a distribution in the liospital-
attached facility's plan regardÌess ofwhethel the use ofthe funds ìs shown as being ath ibutable to
ernployee hours worked in the faciligr or employee houls worked in the hospital.

D. Notwithstanding Sections I .020 and I 8.020, upon the request of a facility, the
Departrnent may authorize the facility to raise per diem rates for private-pay residents on July I by the
al]]ount anticipated to be required upon ilnplementation ofthe rate adjustments allowable under item
A, Section 22.067, items B and C, and item B of this Section. Until the rate is finalized, the
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Depaltment will require any arnounts collected, which must be used as provided in this item, to be
placed in aD escrow account established for this purpose with a financial institution that provides
deposit insurance. The Department shall condùct audits as necessary to ensure thât:

(l) tlle anìounts collected ale retained in escrow until rates are increased to
reflect the wage-related adjustment; and

(2) any amounts collected from private-pay residents iu excess ofthe final rate are
lepaid to the private-pay residents with interest.

E. Each facility paid pulsuant to Section 22.000 receives an increase in each case mix
paymenf rate of $ I .25, which is added following the determinâtion of the paymenf râte fol the facility
This increase is not subject to any annual percentage increase.

SECTION 22.070 Facility râte increâses beginning June 1,2003.

Each facility paid pursuant to Section 22.000 receives a¡r increase in each case mix payment rate of
$5.56, which is added following the determination of the payment rate fol the facility. This increase
is not subject to any annual percentage increase. For facilities with boa¡dandcale beds, the increase
is equal to $5.56 multiplied by the ratio of the number ofnursing home beds to the number of total
beds.

SECTION 22.071 Facility rate changes beginning July l,2003.

A. F'or rate yeaÌs beginning on or after July l, 2003 and for admissions occurring on or
afl:er July l, 2003, the total paymerìt rate is:

(l) for the first 30 calendal days after admission, 120 percent ofthe
facility's nledical assistance rate fo¡ eacl.r RUG class; and

(2) beginning with the 3lstcalendar day after admission, the rate otherwise
deter¡rined under Sectìons 1.000 through 21.000.

SECTION 22.072 Facilily rate changes beginning January 1,2004. Effective Jaluary 1,2004,the
rates under Section 22.07 | are not allowed ifa resident has resided during the previous 30 calendar
days in:

ATTACHMENT4.l9-D (NF)
Page I 56

(l) the same facility;
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(Z) a facility owred or operatecl by a related party; ol'

(3) a facility or part ofa facility that closed or, effective August l, 2004,
was in the process of closing.

SECTION 22.073 ßacility râte changes beginning July l, 2005.

A. Medical Assistànce provides for an additional annual paymeut for: l) State Fiscal
Year 2006 (July 1, 2005 through Jurre 30, 2006), which includes a Department paymeÍìt made for that
state fiscal yeaf and distributed by a sponsoring institution prior to October 1, 2006; and 2) State

Fiscal Year 2007 (July l, 2006 through June 30, 2007), which includes a Department paynrent made
for that state fÌscal year and distributed by a sponsoring hstitution prior to October I,2007 , to
Medical Assistance-enrolled teaching uursing facilities. The Medical Assistance payment is increased
âccording to the surn of iterns A through C:

(l) (Total amount available for this purpose in the Minnesota Medical Education and
Research Trust Fund, minus $4,850,000, divided by the state matching rate), multiplied by .9,
multiplied by .67, multiplied by [(the number of full{ime equivalent trainees at the facility multiplied
by the average cost pel trainee for all sites) divided by (the total training costs across all sites)1, for
each type ofgraduate tlainee at the clinical site.

(2) (Total amount available for this purpose in the Minnesota Medical Education ancl

Research Trust Fund, minus $4,850,000, divided by the state matchirlg rate), rnultiplied by .9,
rnultiplied by .33, multipliecl by the latio ofthe facility's public program revenue to the public
program revenue for all teaching sites.

(3) (A portion ofthe total amount available for this purpose in the Minnesota
MedicaÌ Education and Research Trust Fund rninus $4,850,000), divided by the state matching
rate, multiplied by.l0, multiplied by the provider's sponsorirg institution's ratio ofthe amounts
in subitems ( I ) and (2) to the total dollars available under subitems ( I ) and (2), in the amount the

sponsoring institution detelmines is necessary to offset clinical costs at the facility.

In accordance with Code of Fedelal Regulations, title 42, section 447 .253(b)(2), this paynent will not
exceed the Medicare upper limit payment and charge limits as specified in Code ofFedelal
Regulations, title 4, section 447 .272.

B. Pursuant to subitems (l) through (3), the operating payment rate for each facility is increased

by 20 percent rnultiplied by the ratio ofthe number ofnew single-bed rooms cleated, divided by the
number of active beds on July 1 , 2005, for each bed closure resulting in the creation of a single-bed
room after July l, 2005.
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(l ) The Department may irnplement rate adjustments for up to 3,000 new single-bed
rooms each fiscal year.

(2) For eligible bed closures for which the Department receives a notice fiom a facility
during a calendar quarter that a bed has been delicensed and a new single-bed room been established,
the râte adjustment is effective on fhe first day ofthe second rnonth followirrg that calendar qua er.

(3) A facili¡, is prohìbited flom dischargiug residents for purposes ofestablishìng single-
bed r.ooms. A facility must submit clocumentation to the Depaltmeut ceÉifying the occupancy status

of beds closed to create single-bed rooms.

SECTION 22.07 4 Changes to nursíng facility reimbursement beginning October 1' 2005.

A. For the rate period beginrririg October 1 , 2005, each facility receives an adjustment equal to

2.2553 percent of the total operating payment râte. The adjustrnent is distributed accordìng to items B
through D, below.

B. Except as provided in ìten C,75o/o ofthe rnoney resulting ftoni the rate adjustment must be

used to increase employee wages, belrefits and associated costs aud tnust be implemetrted on or after

the effective date ofthe rate increase. "Employee" does not include management fees, tlre

administrator, and centlal offíce staff.

C. A facility that incurred costs for employee wages, benefits and associated cost increases first
provided after July 1, 2003 may count those costs toward the amount required to be spent on the items

in itern B. These costs must be reported to the Department.

D. A facility may apply lor fheT5Yo poltion ofthe late adjustmeÍìt for employee wages, benefits

and associated costs. The application must be made to the Department and contain a plan by which

the facility wilt clistribute the funds accolding to items B through C. Fof a facility in which the

employees are rrpresented by an exclusive bargaining representâtive, an agreement negotiated and

agreed to by the ernployer and the exclusive balgaining representative constitutes the plan, ifthe
agreement is fìnalized after that date of enactment of all increases for the late period and signed by

botlr palties prior to submission to the Department.

SECTION 22,07 5 Changes to nursing facility reimburs€ment beginning October 1' 2006.

A. For the rate yearbeginning October 1,2006, each rcceives an adjustlnent equal to I2553
percent ofthe total operating paymettt rate.
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B. Seventy-five percent ofthe rnoney resulting frorn the late adjustmerlt must be used to increase

the Medicaicl portion ofwages and benefits and pay associated costs for all employees, except
managernent fees, the administrator, alcl centml office staff.

C. Seventy-five percent ofthe money received by the facilìty as a result ofthe ad-iustlnent must

be used only for the Medicaid portion ofwage, benefit, and staff increases implemented on or after
the effective date ofthe rate increase and lnust not be used lor increases irnplernented befofe that date.

D. A facility may apply fol the rate adjustment for ernployee wages, benefits and associated

costs. The applicatiori must be made to tlìe Depaúrnent and contain a plan by whiclt tlte facility will
distribute the funds according to items B and C. For a facility in which the ernployees are represented

by an exclusive bargaining representative, an agreement lìegotiated and agreed to by the enrployer and

the exclusive bargaining representative constitutes the plan. if the agreement is finalized after thât date

ofenact¡rrent ofall increases for the rate period and signed by both parties prior to submission to the

Depârtment.

SECTION 22.076 Quality score

A. Fol purposes of the quality component of the total care-related limit at section 23. i 00,

the commissioner shall deterinine a quality scoÍe for each nutsing facility using the most

receffly available data as provided in the Minnesota Nursing Home Report Card. The
quality score shall be determined as described below.

Beginning January 1, 2016,Lhe quality score shall include up to 50 points related to the

Minnesota quality indicators score, Lrp to 40 points relaïed to the resident quality of life
score, and up to ten points related to the state inspection results score.

1. Nursing horne MDS quality indicators (QIs) are derived from the Minin.rurn Data Set (MDS)
assessment instrurnent. The QIs measure quality mainly in clinical ateas such as physical

functioning, skin care, and pain. The 26 indicators are risk-adjusted, scored, aud summed to

fonn a composite facility QI score which can range from 0-40. The best 20% ofthe facilities
fo¡ each Ql in the state receive full points assigned to that Ql, the poorest l5% ofthe facilities
in the state for that QI receive no points. Points ale distributed on â straight line relationship

between those two thresholds.

2. Quality of life and resident satisfaction measures (QoL/RS) based on an annual in-person

survey ofa representafive sample ofresidents (approxitttately 13,000). Domains measured in

the survey are satisfaction with care, mood, comfort, etrvironmental adaptations, privacy,

dignity, meaningfui aotivity, food enjoyment, autonomy, individualiry, security, and
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relationships. Proportions of positive rcsponses in each domain are summed to form a total

QoL/RS scole which is risk-adjusted.

3. Minnesota Department of Health (MDH) Survey findings are scored witt an algorithrn
developed by the Minnesota Depafment of Health. Facilities are scored fro¡n 0- l0 according
to findings of their most recent or prior MDH survey, confirmed complaints, ancl listing as a
Special Focus provider. The facility score takes into account number ofdeficiencies,
particularly those indicthrg actual harm, substandard quality of care, or imrnediate jeopardy.

B. Quality inprovement incentive system beginning October 1,2015.
For purposes of calculating the quality component ofthe paynent rate t'or external fixed costs

under sectiou 23.l40,tlte commissioner shall develop a quality improvement incentive progranr in

conssltation with stakeholders. The annual funcling pool available fol qualif improvement incentive
payments shall be equal to 0.8 pelcent ofall operatirrg payments, not including any rate

comporrents resulting frorn equitable cost-sharing for publicly owned nursing facility
proglarn palticipation under section 20.070, critical access nursing facility plograln

participation under section 23.211. ot pelformance-based incentive paymeÍìt program

participation undel section 22.0'7 61 . For Ihe pel iod from October | ,2015, to December 31 ,

2016, rcte adjustments provided undel this section shall be effective for 15 rnor.rths. Beginning

January 1, 2017 , annual rate adjustmelìts provided under this section shall be effective for one year,

sfarting January 1 and ending the following December 3l . This increase shall be included in the

extelnal fixed payment rate under section 23.140.

SECTION 22.07 61 Perlormance-incentive payments beginning July 1, 2007

A. Beginning July 1,2007, nursing facilities may contract to earn negotiated performance-

incentive Medicaid payments up to five percent above the facilities' operating payment rates for
achieving contracted inplovements in their quality of services. The Comrnissioner will accept
qualified proposals from facilities submitted in response to an annual request for proposals that

are designed to improve outcom€s oÌ acl'ìieve efficiencies through diverling ol dischalging
residents to the community, adopting new technology to irnprove qualiS or efficiency, improve
quality as rneasured by the Nursing Home Report Card or reduce acute care costs. Nttlsing
facilities with existhrg contracts for the rnaximum 50% performance incerrtive payments for rate
year October'ir,2009 are noteligible to apply. Criteria that will beused by the selection
conmittee in reviewing the proposals include: the impottance of the proposal; whether it is
evidence-based; whether its goals are objective, measurable, reliable and plospective; whether it is
innovative and feasible; whether it has broad-based applicability; and whethet any collaborative
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plan is clear

The Depaltnìent will enter into negotiations with those providers reconrmended by the selection
committee. The total computable amount for state fiscal year'2009 is $6,714,000 plus federal
financial pafticipation. The total computable amount for state fiscal year 2010 and subsequer'ìt
years is $6,042,600 plus federal financial participation. The hrcentive payments are time-limited
rate adjustlnents paid for one to three years depending upon the project as approved for payment

by the Comlnissioner, Payments are made in the usual manner in the monthly remittance advice
as part ofthe daily pel dieln for Medicaid eligible nuLsing home residents.

B. Specified outcomes and related criteria shall consider:
(1 ) successful diversion or dischalge of residents to the commuuity;
(2) adoption of ne\.v technology to hnprove quality or efficiency;
(3) improved quality as measured by the Nursing Home Report Card;
(4) reduced acute care costs; and
(5) any additional outcomes proposed by a facilif that the Commissioner of Human
Services fi nds desirable.

SECTION 22.07 62 Changes to nurs¡ng facility reimbursement beginning October l,2007.

A. Effective October 1,2007, a nursing facility in Otter Tail County that was licensed for'57
beds as ofDecember 31,2004, shall receive an hcrease to the 60'l' percentile ofthe opelating
rates ofall ofher Otter Tail County nursing facilìties.

B. Effective October 1, 2007, a rrrsing facility in MaItiu County licensed for 93 beds as of
January 1, 2006, shall receive an increase in the operating rate of $5 peL resident day for all
case rnix classes.

C. For the rate year beginning October l, 2007, each facility receives an opelating payment rate

adjustment equal to 1.87 percent of the operating payrnent rate in effect on September 30,

2007.

(1) Seventy-five percent ofthe money resulting from tlre rate adjustrnent must be used to
increase the Medicaid portion ofthe cornpensation-relâted costs for employees
directly employed by the facilíty on or after the effective date ofthe rate ad.iustment,

except:

(a) the administrator;
(b) central office staffofa corpolation that has an ownership interest i the

facility or exercises control over the facilif; or'
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(c) persons paid by the faciliff under a Inanagement contract.

(2) Two{hilds of the money available for compensation-related costs must be used fot'

the Medicaid portion ofwage increases for all ernployees directly employed by the

facili[ on or after the effective date ofthe rate adiustment except those listed in

clause 1 (a) through (c).

(3) The wage adjusùnent that employees receive under paraglaph (2) rnust be paid as an

equal hourly peÌcentage wage increase fol all eligible employees. All wage itlcreases

must be effective on the sal]re date. Only costs associated with the portion ofthe equal

hourly percentage wage increase that goes to all employees shall qualify under this
paragraph. Costs associated with wage incLeases in excess ofthe âmount of tlìe equal

houÍly percentage wage increase provided to all ernployes shall be allowed only for
meeting the requirements in clause l. This paragraph shall rrot apply to employees

covered by a collective bargaining agreement.

(4) Cornpensation-related costs shall include all costs for:

(a) wages and salaries;
(b) FICA taxes, Med icat e taxes, state and federal unemployment taxes, and

workers' compensatiotr;
(c) the employer's share ofhealth and dental insurance, life insurance,

disability insutattce, long-term cale insumnce, uniform allowance, and

pensions; and
(d) other benefits plovicled, subject to the approval of tÌre commissioner.

(5) The portion ofthe rate adjustment under paraglaph C that is not subject to the

requirements in clauses I and 2 shall be provided to facilities effective October l,
2007.

(6) Facilities may apply for the portíon ofthe rate adjustment under paragraph C that is

subject to the lequirements in clauses 1 and 2. The application must be submitted to

the commissioner within six months ofthe effective date ofthe late adjustment, and '

the faciliqr ntust provide additional information required by the commissioner within
nine months ofthe effective date ofthe rate adjustment. The commissioner must

respond to all applications lvithin three weeks of receipt. The colnmissioner may

waive the cleadlines in this clause under circtlmstances that are unusual and outside

ofthe nolmal course of btlsiness operations. The application nìust contain:

(a) an estirnate of the amouÍtts ofmoney thât must be used as specified in



STATE: MINNESOTA ATTACHMENT 4.19-D (NF)
Effective: January 1,2017 page 163
TN: l7-01
Apploved: JUN 2tr 201i
Supercedes: l6-04(15-10. 14-13, l3-16, 12-23,12-15,12-1l,lt-26,11-17. tt-13, ll-08,0-25,

t0-15, 10-13 , 09-26, 08-18, 08-15, 07-t 0,07-07,06-13,05-14)

clauses (1) and (2);

(b) a detailed distribution plan specifying the allowable cornpensation-related
and wage increases the facility will inrplerneut to use the funds available
in paragraph (a);

(c) a descLiption of how the facility will notify eligible ernployees ofthe
contents of the approved application, which must provide for giving each
eligib[e ernployee a copy ofthe approved application, excluding the
information required in clause (a), or posting a copy ofthe approved
application, excluding the hfotmation required h clause (a), for a period
of at least six weeks in an area of the nu¡sìng faciliÇ to which all
eligible employees have access; and

(d) instructions for employees who believe they have not received the
compensation-r'elâted or wage increases specified irr clause (2), as

.approved by the cornmissioner, and which must include a mailing address,
e-rnail address, and the telephone nun.rber that may be used by the
employee to contact tl'ìe commissioner or the commissioner.s
representative.

(7) The cornrnissione¡ shall elìsure that cost increases in distribution plans under
paragraph (6), clause (b), that may be included in approved applications, comply with the
fol lowing requirements:

(a) costs to be incurred during the applicable rate year resulting from
wage and salary increases effective after October l, 2006, and
prior to tlie first day ofthe nulsing facility's payroll period that
i¡cludes October 1,2007, shall be allowed if they were not used in
the priol year's application;

(b) a portion ofthe costs resulting from tenure-related wage or salary
irrcreases may be considered to be allowable wage increases,
according to the following:
(D determine the facility's employee retention rate;
(ii) sum the median statewide average employee retention rate

and oneJlalfofthe standard deviâtion ofthe statewide
average employee retentiolt rate;

(iiÐ iftlie amount in (i) is greater than the amount in (ii), the
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facility will be allowed to use in its distribution plan a

percentage ofanniversary increases equal the arnount in (i)
nultiplied by tlie difference between the amount in (l) and
(ii).

(c) the annualized arnount of increases in costs fol the employer's
share of health and dental insurance, life insurance, disability
insurance, and workers' compensation shall be allowable
compensation-related increases ifthey ale effective on or after
Aprìl 1,2007, and prior to April l, 2008; and

(d) For nursing facilities in which employees are rcpresented by an

exclusive bargaining representative, the commissioner shall
approve the application only upon leceipt ofa letter ofacceptance
ofthe distribution plan, in regard to members ofthe bargaining
r.rnit, signed by the exclusive bargaining agent and dated after
enactment ofthis subdivision. Upon receipt ofthe letter of
acceptance, the commissioner shalldeem all requirements of this
section as having been met in regard to tlre mernbers of the
bargaining unit.

(8) The commissioner shall review applications received under paraglaph (6) and shall
provide the portion ofthe rate adjustment under clauses (l) and (2) ifthe
requirements oftlìis item liâve been met. The rate adjustrnent shall be effective
October 1. Notwithstanding paragraph C, if the approved application distributes less

money than is available, the amount ofthe rate adjustment shall be reduced so that
the alnount ofmoney made available is equal to the amount to be distributed.

D. Nursing facilities that participate in the Public Employees Retirement Association (PERA)
shall have tlie component oftheir payment rate associated with the costs ofPERA determined
for each rate year. Effective for rate years beginning on and aftet October l, 2007, tlte
commissioner shall deterrnine the portion ofthe payment rate in effect on September'30 each

year and shall subtract that amount from the paynìent rate to be effective on the following
October l. The portion that shall be deemed to be included in the September 30,2007, ràre
that is associated with PERA costs shall be the allowed costs in the facility's
base for determinhrg rates undet tlìis section, divided by the resident days repofted for that
year'. The commissioner shall add to the payment rate 1o be effective on October I each year

an amount equal to the reported costs associated with PERA, for the year ended on the most

recent Septernber 30 fo¡ which data is available, divided by total resident days for that year,

as repoted by the facility and audited undel section 2568.441 .
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SECTION 22.0763 Nursing facility rate increas€ beginn¡ng October 1, 2008.

For the rate year beginning October l, 2008, each facility receives arr operâting payrnent late
adjustrnent equal to 1.00 pelcent ofthe operating payment rate detennined by the blending in
Section 23.1 60.

(l) Seventy-five percent ofthe rnoney resulting from the rate adjustment must be used to
increase the Medicaid portion ofthe compensation-related costs for ernployees

directly ernployed by the facility on or after the effective date ofthe rate acljustment,

except:

(a) the administrator;
(b) cent¡âl office staffofa corporation that has an ownership interest in the

facility or exercises control over the facility; or
(c) persons paid by the facility under a maÍìagemelìt coÍìtract.

(2) Two-thirds ofthe money available for compensation-related costs r.r.rust be used for
the Medicaid poltion ofwage increases for all ernployees directly employed by the
facility on or after the effective date ofthe rate adjustment except those listed in
clause (1Xa) thtough (c).

(3) The wage ad.iustment thât elnployees receive under paraglaph (2) rnust be paid as an

equal hourly percentage wage increase for all eligible employees. All wage increases

must be effective on the saure date. Only costs associated with the portion ofthe
equal hourly percentage wage increase that goes fo all employees shall qualify under
this paragraph. Costs associated with wage increases in excess ofthe amount ofthe
equal hourly percentage wage increase provided to all employees shall be allowed
only for meeting tlie rcquirements in clause 1 . This paragraph shall not apply to
employees covered by a collective bargaining agreement.

(4) Conrpensation-related costs shall include all costs for:

(a) wages and salaries;
(b) FICA taxes, Medicare taxes, state and federal unemployment taxes, and

workers' compensation;
(c) the employer's shale ofhealth and dental insurance, life insurance,

disability insurance, lolìg-term care insurance, uuifonn allowance, and
pensions; and

ATTACHMENT4.I9-D (NF)
Page I 65
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(d) other benefits plovided, subject to the approval ofthe comrnissioner.

(5) The portion of tlìe rate adjustment under palaglaph A tliat is not subject to the
requirements in clauses I and 2 shall be provided to facilities effective October l,
2008.

(6) Fâciliti€s may apply for the portion ofthe rate adjustrnent under par.agr.aph A that is
subject to the requirements in clauses I and 2. The application must be submitted to
the commissioner within six months ofthe effective date ofthe rate adjustment, and
tlre facility must plovide additional itformation required by the conrmissioner within
nine months ofthe effective date of the rate adjustment. The commissioner rnust
respond to all applications withhr three weeks ofreceipt. The commissioner rnay
waive the deadlines in this clause under circumstances that are unusual and outside
of the nonnal course ofbusiness operâtions. The application must contain:

(a) an estimate ofthe amounts of rnoney that must be used as specified in
clauses (l ) and (2);

(b) a detailed dist ibution plan specifying the allowable compensation-related
and wage increases the faciliry will implement to use the funds available
in paragrapb (a);

(c) a description ofhow the facility will noti$z eligible employees ofthe
contents ofthe apploved application, which must provide for giving each
eligible ernployee a copy ofthe approved application, excludilg the
information required in clause (a), or posting a copy ofthe approved
application, excluding the information required in clause (a), for a period
ofât least six weeks in an area ofthe nursing facility to which all
eligible ernployees have access; and

(d) instructions for employees who believe they have not received the
compensation-related or wage increases specified in paragraph (b), as

approved by the comrnissioner, and which must include a mailhrg addless,
e-mail address, and the telephone number that may be used by the
employee to contact the commissioner or the commissioner's
representative.

(7) The comrnissioner shall ensure that cost incleases in distlibution plans under
paraglaph (6), clause (b), that nay be included in approved applications, conrply with the
following requirements:
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(a) costs to be incuued during the applicable rate year lesulting from
wage and salary increases effective aftel October I,2007, and prior
to the flrst day of the nursing facility's payloll peliod that inclLrdes

Octobel l, 2008, shall be allowed ifthey were not used in the prior'
year's appl¡cation;

(b) a portion ofthe costs resulting from tenure-related wage or salary
increases may be considered to be allowable wage increases,
according to the following:

(i) determine the facility's employee retention rate;
(ii) sum the median statewide average employee retention

late and one-halfofthe standard deviation of thc
statewide average employee retelìtion rate;

(iiD ifthe amount in (i) is greater than the arnount in (ii),
the facility will be allowed to use in its distlibutiol
plan a pelcentage ofanniversary increases equal to the

amount in (i) multiplied by the difference bet\À,een the
amount in (ì) and (ii).

(c) the annualized amount of increases in costs for the employefs share

of health and dental insurance. life insurance, disability insurance,

and workers' compensation shall be allowable cornpensation-related
increases ifthey are effective on or after April l, 2008, and prior to
April l,2009; and

(d) for nursing facilities in which employees are represented by an

exclusive balgaining representative, the commissioner shall applove
the application only upon receipt of a letter of acceptance ofthe
distribution plan, in regard to members ofthe bargaining unit,
signed by the exclusive balgaining agent and dated âfter enâctmeÍìt
ofthis subdivision. Upon receipt ofthe lettel of acceptal'ìce, tlìe
commissionel shall deeln all Íequirements ofthis section as having
been met in regard to the rnembers ofthe bargaining uuit.

(8) The comrnissioner shall review applications received under paragraph (6) and shall
provide the portion of tlìe rate adjustment under clauses (l) and (2) if the
requirements ofthis itern have been met. The late adjustrnent sliall be effective
October 1. Notwithstanding paragraph A, ifthe approved application distributes
less rnouey than is available, the amount ofthe rate adjustment shall be reduced so

that the amount ofmoney made available is equal to the amount to be distributed.

22.0764. Temporary nursing facility rate adjustmenf beginning October 1' 2008
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For the rate yeal beginning October 1,2008, each facility receives a temporary operatilìg payment rate

adjustment equal to l 00 percent ofthe operating payment rate determined by the blending in Section

23.160. This rate adjustment shall be removed from the facility's operating payment râte for the rate

year beginning October l, 2009.

Seventy-five percent ofthe money lesulting from the rate adjustnìent lnust be used to provide the

Medicaid portion ofquarterly bonus payments and to pay for associated employer costs and other

benefits as specified in Section 22.0763 for all employees directly err,ployed by the facility on

Decenber 31, 2008, March 31,2009, June 30,2009. and September 30,2009, except:

i. the administlator;
ii. central oflice staff of a corporation that has an ownersltip interest in the facility or
exelcises cont¡ol over the facility; or
iii. persons paid by the facility under a tnanagemelìt contract.

Two-thirds ofthe rnoney available as described above in this sectiorì must be used for the Medicaid
poÍion ofan equal hoully percentage wage bonus \ age increase for all eligible employees.

Facilities may apply for the portion ofthe rate adjusturent described above in this section which shall

be acted on by the comrnissioner as described in section 22.0763, ifem (6). The porlion ofthe l ate

adjustnìent that is not part ofthe sevenb/-five percent described above in this section shall be provided

to facilities effective October l, 2008.

SECTION 22.0765 Payment for post-PERA pension benefit costs

Nursing facilities that convert or converted after Septelnber 30,2006, from public to private

ownership shall have a portion of theìr post-PERA pension costs treated as a componeut of tlre
liistor.ic operating rate. Effective for the rate years beginning on or after october 1, 2009, and

prior to octobel i , 2016, lhe corlmissioner shall detelmine the pension costs to be included in

the facility's base for detelmilring rates under this section by using the following formula: post-

privatization pension benefit costs as a percent of salary shall be determined from either the cost

report for the first full reporting year after privatizâtion or the most receÍìt report year available,

whichever is later.. This percentage shall be applied to the salary costs ofthe âlternative payment

system base rate year to determine the allowable alnount of pension costs. The adjustmelrts

provided for in sections 1.000 to 23.000 shall be applied to the allowable amount. The adjusted

allowable amount shall be added to the operating rate effective the first rate year PERA ceases to

rernain as a pass-thlough component of the rate.

SECTION 22.07 66 Special diet adjustment
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For rate years beginning on ol after August 1, 2010, in calcuJating a faciliry's operating cost per diem
f'or the pulposes of cornparing to an array, a mediarì, or other statistical measure of facility payment
rates to be used to determiue future rate adjustments, the Department will exclude adjustrnents for raw
food costs under Section 22.132. that are related to providing special diets based on religious beliefs.

SECTION 22.077 Contract pâym€nt rates; appeals. Ifaprovider appeal is pending concenring the
cost-based payment rates that are the basis fol the calculation ofthe payrneût rate under the
contactual alternative payn.rent methodology, the Department and the nursing facility may agree on
an interim contract rate to be used until the appeal is resolved. When the appeal is resolved, the
contract rate must be adjusted retroactively in accordance with the appeal decision.

Section 22.078 Rate adjustmcnt for sprinkler federal compliance, Beginning October l, 2007, ancl

ending September 30, 2008, a rate adjustment is available for facilities that take action to come into
cornpliance with existing or pending requilements ofthe life safety code provisions or federal
regulations goveming splilkler systems. Facilities will receive reimbursernent for the Medicaid
portion ofthe costs associated with compliance if all ofthe following conditions are met:

A. the expenses associated with compliance occurred on or after January l, 2005, aud before
Decen.rber 31, 2008;

B. the costs were not otherwìse reimbursed ; and
C. the total allowable costs repofted are less than the minimurn threshold established under

sections 16.1372 and 16.1373.

Nursing facilities tlìat have spent money or anticipate the need to spend money
to satisfy the Íìrost recent life safety code requirements by (1) ìnstalling a splinkler
system or (2) replacing all or poftions of an existing sprinkler system may subnrit to the
comrnissioner by lune30,2007, on a form provided by the comtnissioner the actual
costs ofa cornpleted project or the estimated costs, based ol a project bid, ofa planned
project. The commissioner shall calculate a late adjustment equal to the allowable
costs ofthe project divided by the resident days leported for the report year ending
September 30, 2006. Ifthe costs flom all projects exceed the appropriation for this
purpose, the commissioner shall allocate the rnoney appropriated on a pro rata basis to the
qualiffing facilities by reducing the rate adjustment detelmined for each facility by an
equal percentage. Facilities that used estimated costs when requesting fhe râte adjustment
shall leport to the commissioner by January 31,2009, on the use ofthis money on a
form provided by the commissioner. lfthe nursing facìlity fails to provide the report, the
comnrissioner shall recoup the rnoney paid to the facility for this purpose according to the Department
of Hurnan Services' established credit balance process. Ifthe facility rcports expenditules allowable
under this subdivision that are less than the amount received in the facility's annualized rate

adjustment, the commìssioner shall recoup the difference.
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SECTION 22.080 Exemptions. To the extent permitled by federal law:

A. Nursìng facilities that are Medicare certified and filing a Medicare cost repofi and
have entered ilìto a contract under this section are not requited to file a cost report as described in
Section 2.000 for any year after the base yeaf that is the basis for the calculation ofthe contract
payment rate for the first rate year ofthe alternative payment cor]tract. Nutsing facilities that are Ìrot
Medicare cerlified ancl are not filing a Medicare cost report must file a cost report as described in
Section 2.000.

B. A facility under contract is not subject to audits of historical costs ol revenues, or paybacks or'

retroactive adjustrnerìts based on these costs or revenues, except audits, paybacks, or adjustments
lelating to the cost repoÍ that is the basis for calculation of tlìe first tate year under the contract, and
all subsequent rate yeals affected by changes to that first rate yeaÍ payment late.

C. A facility that is under contract with the state uncler this section is not subject to the state's
moratorium law on licensure or certification ofuew nursing home beds, unless the project results in a
net increase in bed capacity or involves relocation ofbeds from one site to another. Contract payment
rates rnust not be ad.justed to leflect any additional costs that a nûrsing facility incurs as a result ofa
construction project undertaken under this paragraph,

D. As a condition ofentering il]to a contract under Section 22.000, a nursing facility must agree

that any future rnedical assistance payments for nursing facility sewices will not reflect any additional
costs attributable to the sale ofa nursing facilify under the State plan or to construction undertaken
under this section that otherwise would not be authorized under the moLatoriurn exception process.

E. Nothing in this section preveuts a nurshìg faciliry participating iÍr the colìhactual alternative
pâylnent rate methodology described in this section from seeking approval of an exception to the

state's nursing home moratorium law through the process established in that law. The projected costs

ofthe moratorium exception project are not required to exceed the cost tllreshold, which is

$ I ,000,000 plus inflation added annually for projects approved aftet July 1, 2001 .

(1) If a moratorir.rm exception application is approved, the nursing facility's payment rate for
property shall be adjusted to reflect the cost of the approved ploject.

(2) lfa nulsing facility receives legislative approval ofan exception to fhe morâtorium, the
facilif's late must be adjusted to reflect the cost ofthe project.

F. Notwithstanding the state's law governing the level of nulsing home Medicare certificatior.r,
and pursuant to any terms and conditions contained in the facility's contract, a nursing faciliry
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contracting witli the state undel this section is in compliance with state laws if the llursing facility is

Medicare celtified.

G. A nursing facility under contract is allowed to change therapy arrangements from an unrelated
vendor (i.e., a therapist not \ryorking for the nursing facility) to a related vendor during the term ofthe
contract.

SECTION 22.090 Consumer protection.

A. As a condition ofentering into a contract under this secfion, a nursing facility must agtee to
establish reside¡t grievance procedures that are similar to those requited under state law.

B. The nursing facility rnay also be required to establish expedited grievance procedures to
resolve complaints made by sl.roÉstay residents.

C. The facility must notify its resident council of its intent to enter into a contract and must
consult with the council regarding any changes in operatìon expected as a result of tlre contrâct.

SECTION 22.100 Contracts âre voluntâry.

A. Electiou by a nursing facility ofthe contractual alternative payment rate is voluntary.

B. The terms and procedures governing the alternative payment rates afe deternrined under
Section 22.000 and through negotiations between the Department and nursing facilities that have

submitted a letter of intent to elect the alternative paylnent rate.

C. For purposes ofdeveloping requests for proposals and coní'act requirements, and negotiating
tlìe terms, conditions, and requirernents ofcorìtracts, the Depaftment is exempt from state ruletnaking
requ irements.

SECTìON 22.1 I 0 Federal requirem€nts. The Depart'nent will irnplement the coutractual

alternative payment methodology subject to any required federal approvals, and in a mannet that is

consistent with fedelal requirements. If a provision oftlìis section is inconsistent with a federal
requirement, the federal requirement supersedes the inconsistent provision. The Depâfment will seek

federal approval and request waivers as necessary to implement this section.

SECTION 22.120 Salary adjustments. Effective July I , 1998, made available the appropriate

salary adjustment per diem calculafed in Section 1l.070 to the total operating cost payment rate of
each nursing facility subject to payment uuder this section. This salaly adjustment per diem became

part ofthe operating paymeut rate in effect on June 30, 2001.
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SECTION 22.1 30 Separate billings for therapy services. Nursing facilities must lirnit chaÌges in
total to vendors oftherapy selvices for renting space, equiprnent, or obtaining other services dulirrg
the râte yeâr to the inflated amount from the facili{'s base year cost report. Nursing fagilities that are

located ín a county participâting in the state's $ I 1 I 5 prepaid n.redical assistance waiver program are

exempt from this n'raximum therapy rent revenue requirement.

SECTION 22.140 Payment for preadmission screening fees. The estimated annual cost of
screenings fol each nursing facility are ìncluded as an allowable opelating cost for reilnbursement
purposes. The estimated ar'ìnuâl costs are divided by the facility's actual resident dâys for the cost
leport period. The resulting per diem amount is included irì the calculation ofthe total payment rate.

SECTìON 22.1 50 Noncompliance with baseline statistical antl cost information. lf a nursing
facility fails to comply witlì the baseline statistical and cost information requirements ofstate law that
require such information by August 31, 2004, the Department shallreduce the nursing facility's
paylnents to 85% ofthe amount they would othelwise have received. The reinstateme¡t of withheld
paylnents is retroactive for no more than 90 days.

SECTION 22.1 60 Nursing facility rate adjustments beginning September l, 2013. A
total of a five perceut average rate adjustment shall be provided as described under this
section ând r¡nder section 22.076.
(a) Begiuning September l, 201 3, the commissioner shall make available to each

nursing facility leimbursed under this section a 3.75 percellt operating paynelìt rate

increase, in accordance with palagraphs (b) to (g).
(b) Seventy-five percent of the ntoney resulting from the rate adjushlent under
paragraph (a) nrust be used for itrcreases in compensation-related costs for etnployees
directly employed by the nursing facility on or after the effective date ofthe rate

ad.iustrnent, except:
(1) the adnr in istrato r';

(2) persons employed in the central office of a corporation that has an ownership
interest jn the nursing facility or exercises conhol over the nursing facility; and

(3) persons paid by the nursing facility under a management contract.
(c) The cornmissioner shall allow as compensation-relâted costs all costs fot':

(1) wage and salary increases effective after May 25,2013;
(2) the ernployer''s share ofFICA taxes, Medícâre taxes, state and federal
unemployment taxes, arrd wot kers' conrpensation;
(3) the employer's share of health and dental insurance, life insurance, disabilify
insurance, long-term caLe insut atrce, uniform allowance, and pensions; and

(4) other benefits provided and wot'kforce needs, including the recruiting and

training of employees, subject to the approval of the cotnmissioner.
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(d) The portion ofthe rate adjustrnent under paragrapli (a) that is not subject to the
requirements of palagraph (b) shall be provided to nursiug facilities effective September 1,

2013. Nursing facilities may apply for the portion ofthe rate adjustment under paragrapb
(a) that is subject to the requirernents in paragraph (b). The application must be submitted
to the cornmissioner within six months ofthe effective date ofthe rate adjustmeÍìt, and

the nulsing facility must provide additional information required by the commissioner
within nine montlrs of tlìe effective date of the mte adjustmelìt. The commissioner must

respond to allapplications within three weeks ofreceipt. The conlmissioner tnay waive

the deadlìnes in this paragraph under extraordinaty circumstances, to be determined at the

sole discretion ofthe comtnissioner. The application must colìtain:
(l ) an estimate ofthe amounts ofmoney that must be used as specified in palagraph

(b);
(2) a detailed clistribution plan specifying the allowable compensation-related
increases the nursing facilif will irnplernent to use the funds available in clause (1);
(3) a description ofhow the nursing facility will notify eligible employees of
the contents ofthe approved application, which Inust provide for giving each eligible
employee a copy of the approved application, excluding the infon¡atiotl required in clause

(l ), or posting a copy of the approved application, excludirrg the information required in
clause (1), for a peliod ofat least six weehs in an area ofthe nursing facility to which all
eligible enrployees have access; attd

(4) instructions for employees who believe they have not received the

compersation-related increases specified in clause (2), as approved by the commissioner,

and which Írìust include a mailing address, e-mail address, and the telephone number

that may be used by the ernployee to contact the commissioner or the commissionet''s

representative.
(e) The comrnissioner shall ensure that cost incleases in distribution plans undet

paraglaph (d), clause (2), that mây be included in approved applications, cornply with the

following requitements:
(l) a portion ofthe costs resulting from tenure-related wage or salary increases

may be consiclered to be allowable wage increases, according to formulas that the

commissioner shall provide, where employee letention is above tlre average statewide

rate of retention ofdirect-care employees;
(2) the annualized amourrt of increases in costs for the employer's share ofhealth
and dental insurance, life insurance, disability insuralrce, and workers' compeusation

shall be allowable cotrrpensatioD-related increases ifthey are effective on or after April
l, 2013, and priorto April 1,2014; attd

(3) for nursing facilities in which etnployees are represented by an exclttsive

bargaining representative, the commissioner shaìl approve the application only upon

receipt ofa letter of acceptance of tlie distribution plan, in regald to menrbers ofthe
bargaining unit, signed by the exclusive bargaining agent, and dated aftet May 25,2013.
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Upon receipt ofthe letter of acceptance, tlre commissioner shall deeln all requirements of
this provision as having been rnet in regard to the membels ofthe bargaining unit.

(f) The commissioner shall review applications received under paragraph (d) and
shall provide tlie poftion ofthe rate adjustment under paragraph (b) ifthe requirements
of pargraph (b) are met. The rate adj ustrìent slìall be effective September 1, 201 3.
Notwithstanding paragraph (a), ifthe approved application distl'ibutes less money than is
available, the amount ofthe rate adjustment shall be reduced based on the ratio ofthe lower amount in
the approved application to the alnount available as specified in (b) so that the amount of money
made available is equal to the amount to be distributed.
(g) The increase in this section shall be applied as â percentage to operating
payment rates in effect on August 31, 2013. For each facility, the commissioner shall
determine the operating payment rate, not including any rate components tesulting fiom
equitable cost-shâring for publicly owned nursing facility progran participation under
section 20.070, critical access nursing facility prograrn paúicipation
under section 23.211, or performance-based incentive payment
prograrn participation under section 22.0761,for aP.UG class with a weight
of L00 in effect on August 31, 2013.

SECTION 23.000 Calculation of nursing facility operating ând external fixed pâyment rât€s.

SECTION 23.010 Calculation ofnursing facilíty op€rat¡ng payment râtes.
The commissioner shall calculate operáting payment rates using the statistical and cost repoft filed by
each nurshrg facility for the report period ending l5 montlis prior to the rate year. Each cost reporting
year shall begirr on October'1 and end on the followiug September 30. Beginning in 20'14, a statistical
ând cost report shall be filed by each
nursìng facility by February I . Notice of rates shall be distlibuted by November
15 and the rates shall go into effect on January 1 for one year'.

SECTION 23.020 Reserved

SECTION 23.030 Reserved

SECTION 23.040 Reserved

SECTION 23.050 Definitions.

Active beds. "Active beds" tneans licensed beds that are not cun'ently in layaway status.

Activities costs. "Activities costs" Íneans the costs for the salaries and wages ofthe supervisor and

other activities workers, associated fringe benefits and payroll taxes, supplies, services, and
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consultants.

Administrative costs, "Administrative costs" means the direct costs for administering the overall
activities ofthe nursing home. These costs include salaries and wages ofthe administrator, assistant
administrator, business office ernployees, security guards, and associated fringe benefits and payroll
taxes, fees, contracts, or purchases related to business office functions, licenses, and pernìits except as

plovided in the external fixed costs category, employee recognition, trâvel including meals and
lodging, alltrainirrg except as specified in direct care costs, voice and datâ communication or
transmission, office supplies, plopelty and liability insurance aud other folms of insurance not
designated to other aleas, personnel recruitment, legal services, acconnting selvices, management or
busìness corrsultants, dafa processing, hformatiou technology, Vr'eb site, central or lrome office costs,

business meetings and senrinars, postage, fees for professional organizations, subscriptions, securit¡i
services, advertising, board of director's fees, working capital interest expense, aud bad debts and bad

debt collection fees.

Allotved costs. (a) "Allowed costs" means the amounts reported by the facility which are necessary

for the operation ofthe facility and the care ofresidents and which are reviewed by the department for
acculacy; reasonableness, in acco¡dance with the requirements set fofth in Title XVIII ofthe federal
Social Security Act and the interpretations in the provider reiurbu[sement manual; and compliance
with this section and genelally accepted accounting principles. A ll references to costs in this section
shall be assumed to refel to allowed costs.

(b) For lacilities whele employees ale reptesented by collective bargaining agents, increases

fiorn tl¡e priol yeal in costs lelated to the salaries and wages, payroll taxes, and enìployer's share of
fi'inge benefìt costs, except employer health insLrrance costs, fol facility employees who are nrenbers

ofthe bargaining unit are allowed costs only ifthese costs ate incurred pußuant to a collective

bargaining agreenlent that \ryas effective ol'l the last clay of tlre cost lepolting year.

'l'he commissioner shail allow until March I following the date on which the cost repolt was required

to be sLlbmitted for a collective bargaining agent to notify the corntnissionel ifa collective balgainirrg

agreement was Íìot in effect on the last day of the cost t eporting year. If the collective bat gaining

agent notifies the cornmissioner by March 1 that a collective bargaining agleeurent was not in effect

on the last day ofthe cost leporting year, the agent nÌust then notify the colnmissioner by October 1

that these costs are incurred pulsuant to an agreemel'ìt or understanding between the facility and the

collecfive bargaining agent in order for the above costs to be allowed.

(c) In any year for which a portion of a facility's reported costs are not allowed costs under

paraglaph (b), when calculating the operating pâyment late for the facility, the comurissioner shall use

the facility's allowed costs fiom the facility's second l'nost recent cost report in place ofthe
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nonallowecl costs, For the put pose of setting the otlter operating payurent t ate, the late shall be

reduced by the difference between the nonallowed costs and the allowed costs from the

facility's second most recent cost repolt.

centers for Medicare & Medicaid senices, "centers for Medicale & Medìcaid services or cMS"
rneans the federal agency, in the United Sfates Departnent of Health and Human Services that

administers Medicaid.

Commissioner. "Comnissiouer" meaus the commissioner of lruman services unless specified

otherwise.

Desk audit. "Desk auctit" rneans the establishment ofthe payment rate based on the commissioner's

review ancl a¡alysis of required reports, supporting documentation, altd work sheets submitted by the

nursing facility.

Dietary costs. "Dietary costs" rneans the costs for tlìe salaries and wages ofthe dietary supervisor',

dietitia¡s, chefs, cooks, dishwashers, and other employees assigned to the kitchen and dìning roorn,

and associated fringe benefits and payroll taxes. Dietâry costs also include tlìe salaries or fees of
dietary consultants, dietary supplies, and food pleparation and serving.

Direct care costs. "Direct cal'e çosts" mear'ìs costs for the wages ofnursing administratiolt, direct cale

registered ¡urses, licensed practical nurses, certified nursing assistants, trained medication aides,

employees conducting training on resident car.e topics, and associated fringe benefits and payroll

taxes; services fr.om a supplemental nursing selvices agency; supplies that are stocked at nursing

stations or on the floor and distributed or used individually, including, but not limited to: alcohol,

applicator.s, cotton balls, incontinence pads, disposable ice bags, dressings, bandages, water pitclìers'

tongue depressors, disposable gloves, enemas, enema equipment, soap, medication cups' diapers,

plastic waste bags, sanitaly products, thermometels, hypodermic needles a¡d syringes, clinical

reagents or similar diagnostic ageuts, drugs that are not paid on a separate fee schedule by the

medical assistance prograrÌì or atìy other payer, and technology related to the provision ofnursing care

to residents, such as elecholtic chafting systems. Effective August I , 2009, direct care costs also

lnealls wages ofemployees conducting trainirrg in resident care topics, costs of matet'ials used for
resident care training and training course outside ofthe facility attendecl by direct care staffon
lesident care topics.

Employer health insurance costs. "Ernployer health insurance costs" tneans premiunt expenses fot'

g.orp 
"onarug", 

actual expenses ìncurred for self-insured pìans, including reinsulance; anc[ employel

contributions to employee health reimbr¡r'senrent and health savings accounts. Premittm and expetlse

costs and contributions are allowable fol enrployees who meet the definition of full-tirne employees




