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DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, MD 21244- I 850

tvrs
cfNìfRs foR MÉD¡(aRf & ÀtEDlc lÛ sfRvlcts

CENTßN FON MEDICÀ¡D & CHIP SERV¡CES

Financial Management GrouP

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

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

lrAR 00 20ît

RE: Minncsota State Plan Amendment (SPA) l7-0026

Dear Ms. Zimmerman:

We have reviewed the proposed amendment to Attachment  .lg-Dof your Medicaid state plan

submitted under transmittal number (TN) l7-0026. Effective for services on or after October l,
Z0l7,this amendment revises methodologies and standards for determining payment rates for

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

definitions of administrative costs and direct care costs for the purpose of calculating payment

rates for nursing facilities.

Vy'e conducted our review of your submittal according to the statutory requirements at Sections

t902(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 17-0026 is approved effective October 1,2017.

We are enclosing the HCFA-179 and the amended plan pages.

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

Kristin Fan
Director

Enclosure
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METHODS AND STANDARDS FOR DETERMINING PAYMENT RATDS
FOR SDR\TCES PROVIDED BY NURSING FACILITIES

(NOT STATE GOVDRNMDNT-OWNED OR OPERATED)

Section 1.000 Introduction
Genelal putpose

INDEX

Overview
Definitions

Se ction 2.000 Reporiing Requir€ments
2.010 Treble damages

Section 3,000 Cost Allocâtion Procedures
3.010 Classification
3.020 ldentification
3.030 Personnel with multiple duties

3.040 Central, affiliated, or corporate office costs

3.050 General and administrative costs

3.0'10 Related organization costs

Section 4.000 Determination ofAllowable Costs
4.010 Allowable costs

4.020 Applicable cledits
4.030 Adequate documentation

4.040 Compensation for personal services

4.050 Licensure and certification costs

4.06.0,.. . ' Routine service costs

4.080 GeneralcostPrìnciPles

Se ction 5.000 Nonallowable Costs

Section 6.000 Reporting by Cost Category
6.010 DietarY services

6.020 LaundrY and linen sel'vices

ó.030 HoLtsekeePilrg services

6.040 Plant opelation and rnaintenance services

6.050 Nttlsing selvices
6.060 Othelcat'e-relatedservices

1.010

1.020

r.030
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6.070
6.080
6.083

6.084
6.090

Se ction 10.000
10.010

10.020

10.030

Section 7.000 Establishment of Geographic Groups
7.010 Classification process
7.020 Group I
7.010 Group 2
7.040 Group 3 ,

7.050 Exceptions

section 8.000 Determination and Allocation ofFringe Beneñts and payroll raxes, Food costs,
ând Dietician Consulting Fe es

8.010 Fringe benefrts and payroll taxes
8.020 Determination of food costs
8.030 Determinationofdieticianconsultingfee

section 9.000 Determination of the Allo\ åble Historical operating cost perDiems
9.010 Review and adjustment ofcosts
9.020 Standardized r.esident days
9.030 Allowable historjcal case mjx operating cost per d¡em
9.040 Ailowable historical other care-related operatìng cost per.client
9.050 Allowable bistorical other operating cost per dient

General and adminish ative services
Payrolltaxes, flinge benefits, and cler.ical tr.aining
'Workers 

compensation self-insurance
Group health, dental or life insurance
Real estate taxes and special assessnìents

Determination of Operating Cost Adjustment Factoß and Limits
Annual adjustment factors through June 30, 1999
Base year limits
Indexed limits

Dete rmination of Operating Cost Payment Râte
Nonadjusted casc mix and otl.ìel.care-Ì.ejatecl pâytnenl. rate
Adjusted prospective casc mix and other c0re-related paynlcnl. rälo
Nonadjusted otl.ìer operating cost payment rate
Adjustcd plospcctivc othcr oper.atirg cosl paytnent r'ätc
Effìciency inccntivc reductions fot. substalclartl car.e.
Cfrange s to nulsing faciiity I eirnbLrrsement beginning July l , 1996
Changes to nulsing facility reinrhursement beginning July 1,1997
Changes to nursing lacility reirnbur.sernent beginning July 1 , l99g

Se ction 11.000
I 1.010

I L020
I L030
I 1.040

11.042

I 1.046

1t.041
1 1.048
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11.049

I 1.050

1 1.051

11.052
1 1.053

1 1.054

I 1.055

r r.056
I1.057
1 1.058

I 1.060

I 1.070

Section 12,000
12.010
t2.020
12.030

Se ction 15.000
1 5.010
15.020

1s.030
15.040

15.0s0

15.060

15.070

15.080

15.090

Section 13.000 [removed]

section 14.000 Resident classes, class weights ând Resident Assessment Schedules

14.010 Residentclasses
14.020 Class weights

14.030 Residentassessmentschedule
14.040 Rate determinatiou upon transition to RUGS-IV payment rates

Changes to nursing facility feimbufsement beginning July I' 1999

Changes to nursing facility reimbursement beginning July 1, 2000

Changes to nursing facility reimbursement beginning July 1,2001

Changes to nursing facility reimbursement beginning July 1, 2002

Changes to nursilìg facility reimbursement begimring June 1,2003

Changes to nulsing facility reimbursement beginning July l, 2003

Changes to nursing facility reimburselnent beginning Januãry 1,2004

Changes to nursing facility reimbulsement beginning July 1,2005

Changes to nursing facility reirnbulsement beginning October 1, 2005

Changes to nursing facilþ reimbursement beginning October 1, 2006

Total operating cost payment rate

Salary adjustment per diem

Determination of Interim and Settle-Up Operating Cost Payment Râtes

Conditions
Interim operating cost payment rate

Settle-up operating cost pâyment râte

Resident Ass es s ment
Assessment of nutsing home applicants and newþ adrnitted l'esidents

Change in resideÍìt class due to audits of assessments of nulsirg facility

lesidents
False infolmation
Audit authority

Notice of resident t'eimbursetlent classification

Request for reconsideration of classification

Fac ility's request lor recoltsideration

Reconsideration
Change in residert class due to a request fot reconsidet'ation of resident

classification
Residel-ìt access to assessment and documentationI 5. 100
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Section 16.000
16.010

16.020

16.030

16.035

16.040
16.050

16.060

16.070
16.080

1ó.090

16. 100

16.1 t 0
t6.120
16.130

16.132
16.133
t6.136
16.1370
t6.t37l
16.1372

16.t373
16.137 4
16.t37 5

t6.1376
16.t377
t6.1378
16.138

16.140

Determination of the Prope rty-Related paymeut Rate
hitial appraised value
Routine updating of appraised value
Special reappraisals
Appraisal s ample siabilization
Determination of allowable appraìsed value
Allowable debt
Limitations on interest rate
Allowable interest expense
Building capital allowance for owner-operated nursing facilities or nursing
facilities with capital leases
Building capital allowance for nursing facilities with operating leases
Equþment allowance
Capacity days
Capitalization
Determination of the propefy-related payment rate
Specialproperty payment pr.ovisions for certain leased nursing facilities
Special property payment provìsior.rs for recently constructed nur.sirg facilities
Propefiy payment rates for rate year.s beginning on or after July l, 1990
HoldJrarmless propelly-l.elated rates
Limitâtions on sales of nur.sing facilities
Capital lepair and repJacement cost reportìng ai.ìd l.ate calculation
Majol additions and replacements; equity incentive
Special provisions for moratoriun exceptions
Appraisals; updatitg appraisals, additions, and l.eplacements
Refinancirg Incentive
Special pfoperty rate setting
Indexing thresholds
Plant and lnaintenance costs
Determination of interim and settle-up payll.ìent rate

Pâyment I'or Reâl Estâte Taxe s and Special Assessments
Payrned for preadnrissìon screening iees
Payment for increase in Departrnent of Hcalth license fees

Cornputatiol of Total Payment Rate
Total payment rate
Private payment râtc limitation
P|ivate loom paylnent l.ate
Adjustment of total payment t.ate

Scction 17.000
17.010

t7.020

Sccfion 18.000
18.010

18.020

18.030

18.040
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Section 19.000
19.010

t9.020
19.030

19.040
19.050

Appeal Proce dure s

Scope of appeals

Filing of appeal

Contested case procedures appeals review process

Attorney's fees and costs

Legal and related expenses

Special Exceptions to the Payment Rate
Swing beds

Negotíated rates for services for ventilator-dependent persons

Special payment rates for shott-term stay nursing facilities

Intelim closure payment for nursing facilities designated for closure under an

approved cÌosure plan and special rate adjustments for nutsing facilities

remaining open under an approved closure plan

Planned closure rate adjustments under an approved closure plan

Facility serving exclusively the physically handicapped

Hospital-attached nursing facilities

Receivership
Medìcare upper payment lirnit rate adjustment

Employee scholarship costs and training in English as a second language

Alternative to Plmse-in of Rebasing fol Publicly-Owned Nursing Facilities

Disaster-related provisions

Bed layaway and delicensure

Payments to lndiân Health Service and 638 Facilities

Consolidation of nursing facilities elfective September 1,2011

Method for deterrnining budget-neutrå1 nursing fâcility rates for relocated beds

effective September 1, 201 1.

Medicare certification

Ancillary Se rryices
Settir'ìg paymeÍìt and monitoring use of thel'apy services

Certification that treatmeÍìt is appropriate

Contrâctuâl Alternâtive Payment Rates After August 1' 1995

Contractual altet'native payment rate.

Requests for proposals

Proposal requirements

Selection pl'ocess

Duration and tert'nillatioll of contracts

Section 20.000
20.010
20.020
20.025
20.026

20.02'7

20.030
20.035
20.040
20.050
20.060
20.0'10

20.090
20.100
20.1 10

20.It5
20.120

20.130

Section 21.000
21.010
21 .020

Se ction 22.000
22.010
22.020
22.030
22.040
22.050
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22.060
22.061
22.065
22.066
22.067
22.068
22.069
22.070
22.071
22.072
22.073
22.07 4
22.07 5

22.07 6
22.0761
22.0762
22.07 63

22.0764
22.07 6s
22.0766
22.077
22.080
22.090
22.100
22.110
22.120
22.130
22.140
22.150
22.160

Alternate lates for. nursing facilities
Construction project t'ate adjustments
Facility rate increases beginning July l, 1999
Facility rate increases beginning July 1, 2000
Facility rate increases beginning July 1,2001
Facility rate increases begìnning January l, 2002
Facility rate increases beginning Juþ 1, 2002
Facility rate increases beginning June 6, 2003
FaciÌity rate increases beginning July l, 2003
Facility rate changes beginning lanuary 1,2004
Facility rate changes beginning Juþ 1, 2005
Changes to nursing facility reimbur.sement beginning October l, 2005
Cbanges to nursing facility r.eimbursement beginning October. t, 2006
Qualìty score
Performance-incentive payments beginning July l, 2007
Charrges to nursing facilþ reimbur.sernent beginning October 1,2007
Nursing facility rate increase beginning October. 1, 200g
Temporary nursing facility late increase beginning October l, 200g
Payment for post-PERA pension benefit costs
Special diet adjustment
Contract payment rates; appeals
Exemptions

Consumer protection
Contracts are voluntary
Federal requirements
Salary adjustments
Separate bìlling for therapy services
Payment for pre-admissìon screenilg fees
Noncompliance wìtir baseline statjstical aÍìd cost i.ìforr¡at¡on
Nulsing facility rate adjìistments beginning Septernb er 1 ,2013

section 23.000 calculation of Nurcing Facility operating ancl Externar Fixed payment Rates23.010 Calculation of nursing facility operatjng paynlenr l.ates
23.020 Reser.ved
23.030 Reserved
23.040 Reserved
23.050 Definitions
23.060 Reporting of statistical and cost illlormation
23.070 Audiraurhor.ity
23.080 Calculation of car.e-r.elated per. dierrs
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23.090
23.100
23.10
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.zfi
23.212

Determination oftotal care-related per diem

Determinaton of total care-related limit

Reserved
Determination of other opelating limit

Exception for specialized care facilities

Nursing facility in Golden ValleY

Specíal dietary needs

Nulsirg facilities in border citics

Calculation of payment rate for exte¡nal fixed costs

Determination of total payment rates

Reserved
Hold Harmless
Appeals
Reserved
Reserved
Reserved
Critical access nursìng facilities

Rate adjustments for compensation-related costs



STATE:MINNESOTA
Effective: October l, 2017
TN: l7-26
Approved: MAR 06 20lE

Supelsedes: 17-16 (17 -01,

ATTACHMENT 4.1 9-D (fiF)
page 8

13, 11,08,0-25, l0-15 , 10-13, 09-26, 08-l 8, 08_ 1 5,07-
l6-04, I 5- 10, I 4-13, 13-t6, 12-23, t2_1 5, l2-t I, t I -26, I1-17 , 1l -

10, 07 -07, 06- I 3, 05_ l4)

METHODS AND STANDARDS FOR DETERMINING PAYMENT RATES
FOR SERVICES PROVIDED BY NURSING FACILITIES
(NOT STÄTE_GOVERNMENT OWNED OR OPERATED)

SECTION l,OOO INTRODUCTIONS

SECTION 1 010 General Purpose. The purpose of the Minnesota Medicaid methods and standards for
determining payment rates for nursing facirities, which are not owned or oper.ated by the state, is to
provide for payment of rates in confonnity with applicabÌe state and federãl laws, réguhtions ánd qualiry
and safety standards ln determining the rates, the Commissioner ofthe Departme¡i of Hulnan Services
willtake into account the mix ofresident needs, geogfaphic location, and other factoß. Minnesota has in
place a public process which cornplies with the requirements of Section 1902(a) (13) (A) of the social
Security Act.

Through September 30, 2006, nursing facilities partìcipating in the Mimresota Medical Assistance program
could choose to be paid by the prospective rate-setting meihodolory described in Sections 1.000 t; 2i.000
or th€ contractual rate-setting methodologr described in Section 22.000. Effective October 1, 2006, all
nursing facilities were paid by the contractual rate-setting metl.rodolog,, described in Section 22.000.
Effective october l, 2008, nursing facilities are paìd by á combination of the conh.actual rate-setting
rnethodology in Sectíon 22 000 and a new rebasjrrg rate-setting rnethodoJogy described i¡ Section 2i.000.

SECTION 1.020 overview. A very brìef description ofthe overarr rate setting r.nechanism may be
helpfttl Cost reports are submitted annually. Nursing facilities have a cornmon repor.ting year ofoctober
I to september 30. The rate year ofoctober l to september 30, rags the repor.t year.by-one year. The
submitted cost Ìeports are desk audited to detelnline allowable costi and thén subject tô variåus other cost
category limitations The rates that are set are subject to appeal, Rates may be adjusted r.etrospectively
for'field audit and appeal resolutions. Nursjng facilities in
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Minnesota cannot charge pr.ivate paying residents rates which exceed the rate for medical assistance

recipients receiving simiai servicós in multiple bed rooms. The rate-setting systems can be summarized

as follows:

A. Care Related Costs Until July 1' 1999

I . This type of cost is based on allowable care related costs ft'om prior reporting years fol'

each nursing facility. Only the nursing component valies with a resident's casc mix'

2. Resident days and nursing care costs are adjusted using case mix weights to determile

propofiion of costs allocable to each of eleven payment classes'

3. There are eleven râtes for each nursing facility based on the lelative tesource use and

case mix needs ofthe resident.

4. UntilJuly l, 1999, homes are grouped by tliree geographic locations which set limits on

rates. Special purpose oi c6aracteristic homes may be treated differerfly fo. purposes ofapplying.ate

limits.

5. Flomes can also trade off nursing and other care related expetrditures within the combined

limits for those two cost categofies. Beginning July 1, 1998, these two lilnitations do not apply, except fol'

purposes of detemining a facility's efficìency incentive

6. The care related costs include nursing salaries and sr:pplies and non-p|escription dt'ugs.

7'Theothercarefelatedcostsincludefoodcosts,socialsewices,activitiesetc'

B. Overall Spending Limits Until July 1' 1999

l.Pulsuanttosectiorrll.04T,theopelatinglâtepaidtoanursingfacilitywillnotbemore
than jts priof yea/s allowed operating costs plus ìnflatiotl plus a factot'above jnflatiolr (on a per diern

basis).

2. Pursuant to section 11.047, a nutsing facility detefÍnined to be high cost when compared

to sìnrilar nursing facilities shall have its per diem costs reduced

C. Other Operâting Costs Until July 1, 1999

l.Thesecostsat.eg.oupedbygeogr.aplriclocationtosetlimits.BeginningJulyl,l998,
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nursing and other care related expenditures do not apply, except for pur.poses of determining a fac ity,s
efficiency i'centive. simirarþ, trre mai'tenance and'adÁinist.átive cost categories no longei apply.

2 There is an effìciency incentive. Homes can receive an additional payrnent if costs are
under the Other Operating Cost limit.

. 3 The other operating costs incrude such costs as remaining dietary, laundry and ri'en,
housekeeping, plarf operations and maintenance, general and adminjstratiie, andii.," ,",oãinng fuyråltaxes and fringe benefrts.

D. Adjus tme nt Factor

l. until July 1, 1999, alr operating costs are updated annuarþ by a 2r month inflation factor.
The 2l 

'ronth 
inflation factor accounts for the 9 month ragietween the 

"n¿ 
ortn" ."port;ng y"u, 1d:o¡and the beginning ofthe rate year (the following 7/l). The Depanment contracts with an econometric

firm to p'ovide economic change indices for use in áetermininj operation cost payment rates.

2 untilJuþ l, 1999, rimits are estabrished for a base year and are a justed annuarþ by a 12
month inflation index for the tirne period between the midpoi'rs ofcost reporling years. The proiers of
indexing lìmits now extends to the over.all spending limits.

3. Certain costs such as l.ealestate taxes, special assessments, licensing fees, public
Employee Retirement Act pension coftributions, and preadmission screening fees ure-pussád through.

E. Prope rty Payment

1. For the period Juiy 1, r99z,ro septembe¡ 30, 1992, property rates continued as estabrisrred
unde. tlre cuffent pian; that is, they wiI continue to be "frozen" witÁ cerlain exceptiors.

2' After Septembet 30, 1992, a ne\.v prope'ty systern took effect. Trrat system estabrishes a
mininlum propefty rate equal to the greater of thei; cui'erf "frozen" propeÌty-rerated payment rate ol.
$4 00 per resident day. Thìs rate may be subject to adjustrnent due to several fãctors which inclucle:

a, An ilrcremental increasc as detelnrined utiliz¡rìg tltc State's f'ot.nler rentäl system with
cerlain modifications such as a higher equipment allowance, adairrj the actual cost of a ma¡or. pr.o¡ects with
lhe application of a lir¡it ou investlncnt, or tlte sale of the nur.sirg l.ãcility.

b 
^n 

equity incentive payntenl. wlrich will encourage equity r.ather.tlran debr financing olnlajor projects. þfîective 7 I l/93)
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c.Acapitalassetrepairort.eplacenrentpaylnentfol.pulcl]âsesupto$l50perlicensed
bed per year with a carryover ofany excess. (effective 7/1/93)

d'Arefinancingincentiveforârefinancingthatsavesonatlnualinterestexpense
payments @îfectiv e 7 I 1 / 93).

3. Fol.sales occur.r.ing before October 1,2005, the sale ofa nursing facility aftel June 30,

1992, may r.esult in au incl.ease in the nursing facility's propeny rate. The amount of that increase will be

¡1"ur.'r"á by the rnodifìed reffal recalculation. An increase in interest expense is aÌlowed within cerlain

limitations. The amountof the "step-up" inthe nursing facility's capital asset basis, ilany, does not lesult in

a property rate increase since deprecìation is not a component of property rate computation.

4' After September 1, 1992, nursing facility appraisa|s willno lorrger be needed except to

resolve appraisal appeals. The nursing facility's appraised value will be indexed for inflation annually.

Also, capital asset additions or deletions will be deducted fiom the indexed appraised values.

F. Contractual Rate-setting Alternative Method AfterAugust 1' 1995

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

the cost-based payment rate established under Sections 1.000 to 21.000. Proposal requil ements, selection

criteria, limits, exemptions, and consumer protecjions are described in Section 22 000'

2. A nursing facility electing to receive an altefnative payment fate must entel into a

contlact \ryitll the Department. All contlacts enteled into are for a term not to exceed fottt'yeats'

3. Different contract provisions may be negotiated for different lacilities iflequired due to

legisìative cl.ranges or if negotiated based on faciliLy proposals

4. A nursing facility's case mix payment rates for the first late year of a facility's contract is

the payment rate the facility would have received under Sections 1 000 to 21 000

5.UntilJulyl,1999,anursìngfacility'scasemixpaynlentlatesfot'thesecondand
subsequent years ofa facility's contlact ale the previous rate year's contract payÍnent lates plus an

inflation adjustment.

6. A Medicare certified nursing facility electing to leceive an alternative payrnent late filing

a Medicar.e cost report must comply with Section 22.080, item A. A nulsìng facility tlìat is not Medicare

certified does not have to file a Meclicare cost report, but nrust file a cost report as desc|ibed in Section

2.000.

l. ceftain otl.ìef exemptions, such as an exenrption flom atrditìng requirements under
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applicable state la\rys, al.e outlined in Section 22.000.

8. Particþatíon in the contractual alternative paynent râte setting Ìnethod is voluntary.
Paticipating facilities must continue to comply with aÌl statÀ and federal requiriments relating to quality
assurances, vulnerable adults protections, residents, rìghts, and OBRA requiements

G. Rebasing

Effective october 1,2008, the nursing facìrity rate methodolory was changed to phase in a ne\.v paymeft
system. The rebasing 1aw considers costs, establishes definitions, distinguishes bàtween facility types and
peer_(or geogaphic) groups with consideration of facilities in dlfferent peer gr.oups but in close pioxirnþ,
sets limits on spending that can be recognízed in the rates, incorporates new case mix indices, råwards
efficiency, provides for pass-through of ceÍain costs, and proviães that the total payment mt; will consist
of ope.ating, external fixed, and property payment rates. Tlìe new system wi bå phased i'over eight
years.

SECTION 1.030 Definitions.

Actual allowable historical opemting cost, "Actual allowable historical operating cost" neans the
operatjng costs incun'ed by the nursing home and allowed by the Commissioner fol.the most recent
repolting year.

Addition. "Addition" n.reans an extension, enlargement, or expansion ofthe nursing horne for the purpose
of incleasing the nurnber of licensed beds or improving resjdent care.

Applicable credit. "Applicable credit" means a receìpt or expense reductjon as a result ofa purc¡ase
discount, rebate, r'efund, alJowance, public grant, beauty shop iÀcome, guest mears income, adjústment for.
overcharges, insurance claims settremeft, recovered bad debts, or.any other adjustment or inËonre
reducing the costs claimed by a nur.sing home.

Appraised value. "Appraised value" means the value ofthe nursing honre buildings, attached fixtures,
a'd land irnprovements used directþ for 

'esident 
care as determined under Section r 7.000.

Assessment forul. "Asscssnrent foLm" nreans the fuflr developed by the Departrlent of Health as
adopted and used fol per.formìng resident assesslnents.

Alläched fxtures. "Attached fixtules" means equiprnent used dìr'ectly for resident car.e affixed to t¡c
building and not easily movable as specified in the fixed equipment tablá ofthe depreciatio¡ guidelines.
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Buildings. ,,Buildings,, means the plrysicaÌ pìant used dilectþ for reside¡t care alid licensed and auxiliary

buildings-in the nature of sheds, garages, and sto|age buildings located on the site if used dìr'ectly for

residenlt care. This definition does not include buildings or portions of buildings used by central, affiliated,

ol colporate offices.

B uilding capital allowance. "Building capital allowance" means the componefi of the propeÌty-related

paymenirate which is denou.rinated as a payment for the use of building, attached fixtures, and land

irnprove ments .

Câpital âssets. "Capital assets" means a nut'sing home's buildings, attached fixtures, land improvements,

depìeciable equipment, leasehold improvements, and a1l additions to oI feplacemeÍìts of those assets used

directly for resident care.

Câse mix operâting costs. "Case mix operating costs" means the operating costs Iisted jn Section 6 050

and the por.tiãn of fringe benefits and payroll taxes allocated to the nursing services cost category undet'

Section 8.000.

Commenced construction. "Comr¡enced construction" means tbe date on which a newly-constructed

nursing home, or.nursing home with an incl€ase in licensed beds of 50 percent or more, nreets allthe

foìlowing conditions:

A. The final wor.king dr.awings and specifications were appt'oved by the commissioner of

health.

B. The construction contracts were let

C. A tiniely constructigll schedule was developed, stipulating dâtes lor begimring, achievirg

various stages, and completing construction.

D. Allzoning and buildirrg pennits have been issued

E. Financing for the pr.oject was secured as evjdenced by the issuance of a binding letter of

comnritment by the financial institution, sale of bonds, or other similarly binding agteements.

commissioner. "commissìoner'" means the comrnissioner of the Mil]llesota Departmel'ìt of Human

Services.

Consulting âgreement. means aly agreellìent the pulpose oîwhich is fol a central, affilìated, ol'

cot.porate office to advise, counsel recommend, or suggest to the owner or operator of the nonltlated long-

ATTACFIMENT 4, I 9.D (I\F)
Page I 3
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term care facility measures and methods for improving the operation ofthe facility.

Cost category. "Cost categoly" means the classification or grouping of similar or related costs for
purposes of reporti'g, audit, cost control, and the determination ofcost limitations.

Cost report. "cost report" meâns the document and suppofting naterial specìfied by the Commissioner
an^d prepared by tl.re nursing home. The cost repoft includes the statistical, hnancial, ånd other relevant
infolmation for late determination.

Deletion.'Deletion"meansthesâre,destruction,ordismantringofanursìnghomecapitalassetora
pofiion of a nursing home capital asset without subsequent replacement.

Department. "Depaftment" means the Minnesota Departnìent of Human Services.

Depreciated replacement cost method. "Depreciated replacement cost method', means the method of
property apprâisal whicìr determines the value of a capital âsset by estabÌishing the replacernent cost new
reduced by deprecìation.

A "Replacement cost new" means the amount required to obtain a new asset ofequivalent
ùtiljty to that which exists, bttt built at cutrent prices, with modern rnateríals and accol.ding to cur.re't
standards, designs, and layout.

B. "Depreciation" means a loss of utility and hence value caused by deterior.ation or p¡ysical
depreciation such as wear and tear, decay, dry rot, cracks, eÍìcrustations, or.structurar defects; ani
functional obsolescence such as poor pìan, mechanicar inadequacy or over.adequacy, and fu'ctìonaì
inadequacy or overadequacy due to size, styÌe, or.age.

Depreciable equipment. "Dep'eciabre equip'ent" means the standar.d movabre care equipment ancl
suppoft service equipment ge'era y used in nursing homes. Depreciabre equþment incluies that
equiprlent specified in the major movable equipment table ofthe depreciation guidelines.

D^eprcciâtion guidelines. "Depfecìation guidelines" means the most recent "The Estimated UsefulLives
of Depreciable Hospital Assets," issued by the American Hospital Association, g40 North I-ake shore
Dlivc' Chícago' Illirrois. Excepl as proviclecl ìn Section 3,040, ihe rsetìrl lives in thc dcpleciation griJ.t;,,",
mrìst not be used in the detern'ìination of the total payment ¡.ate, Th.. cì"prcciâtion guiielirres or.e
illcolporated by reference ancl ale available f'ol leference at the Mirnlesota Stare law Lìbr.ary, Minnesota
Jttdicial Centel,25 Constitution Aveuue, Saint paul, Minnesota, 55155,

Desh audit' "Dcsk audit" nleans the establislmrent of the payment rate based on the Commissiorrer.,s
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review and analysis of required reports, suppotling documentation, and work sheets submitted by the

nursing home.

Diroct cost. ',Direct cost" means a cost that can be identified within a specifìc cost category without the

use of allocation methods.

Discharge. "Discharge" means a termination ofplacement in the nursing home that is docutnented in the

disclrarge sumrrrary sigued by the physician. For thc purposes of this definition, dischalge does not include:

A. a tra¡sfer within the nursing home unless the transfer is to a different licensure level; or

B. a leave of absence from the nursing home for ûeatment, therapeutic, or personal

purposes when the resident is expected to return to the same nut'sing home'

Equipment allowance. "Equipment allowance" means the colnpollent ofthe property-related payment

rate which is denomirated as a payment for the use of depreciable equipment'

Field audit. "Field audit" means the on-site examination, verification, and review ofthe financial records,

statistical records, and related supporting documentation of the nursing home and any related ot'ganization.

Fringe benefits. "Ft.irge benefìts" treans wotkers' compensatiol'ì insurance, group healtlt or dental

insurãnce, group life insurance, retir.ement benefits or plans, and an allowalce for unifot-ms.

General and administrative costs. "Genetal arrd adnrinistrative costs" means the costs of adminìsterirrg

the nurslng hor.ne as specified in Section 6.000.

Historical operating cos(s. "Histolical operatiÍìg costs" means tlrc allowable operating costs incuüed by

the nursing home during tþe reporting year immediately preceding the late yeal fol which the payment

rate becomes effective, after the Commissioner has reviewed those costs atrd detel mined them to be

allowable costs under tlte medical assistance program, and aftet the Commissionet has applied the liln¡t on

general and adminjstrative costs.

Hos pital-attache d nunsing home, "Hospital-attached Íìulsing home" means a nursìtrg hotre whìch is: l)
uncler.common ownership and oper.ation with a licensed hospital and slrares with the hospitalthe cost of

comrrron service areas such as nursing, dietary, housekeeping, laundry, plant operations, or ad¡¡rinistrative

ser.vices; 2) is recognizecl by the Medicare Prograrr as a hospital-based nulsing facility; and 3) is lequired

to use tl1e slepdown method of allocation by the Medicale program, title XVlll of the Social Security Act,

provided that the stepdown results in part of the cost of the shat'ed aleas to be allocated between the

Lospìtal and the nursing home, and that tl'ìe stepdown numbers are the nutnbel's used for Medicale
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reimbursemeÍìt, except that direct identification of costs to the nurs;ng facility cost center will be pe¡nitted
onþ when the conrpat'able hospital costs have also been directly identified to a cost center which is not
allocated to the nursing facility.

Indirect cost' "Indirect cost" means a cost that is incur.red for a common or joint purpose and is
identifìed with more than one cost category but is not readiry identified with a specific cost category.

Land improvement. "Land improvement" means an improvement to the land surrounding the ¡ursi¡g
home directþ used for resident care as specified in the land improvements table ofthe depieciation
guideli'es, ifreplacement ofthe land irnprovement is the responsibility ofthe nursing homå.

Management agreement. Is an agreemeff in which one or more of the folowing cr.iterìa exist:

A' The central affiliated, or corporate office has or is authorized to assume day-to-day
operation conf'ol ofthe long-term care facility for any six-month period within a 24-montb pÁriod. íoay-
to-day operationalcontrol" means drat the central affiJìated, or corporate office has the autilority to requìr.e,
mandate, direct, or compelthe employees ofthe facility to perfonn o¡ refrain from performing ðer.tain acts,
or to supplant or take the place to the top management ofthe facility. "Dayto-day operatjon;l contl.ol"
ircludes the authority to hire or terminate employees or to provide an employee oi thé central, affiliated, or
corporate office to serve as adminjstrator of the facility;

B The central, affiliated, ol corporate office perfornrs or ìs author.ized to perfornr two or
mole ofthe following:the execution ofcontracts; authoriztion ofpurchase or.ders; signãture authol.ity for
checks, notes, or otlrer financial instruments; r'equiring the facility to use the group or.iolume pur.chasìng
services ofthe centlal, affiliated, or corporate office; ol the author;ty to lnake annual capital expe¡ditur.es
for the facility exceeding $50,000, or $500 pel licensed bed, whichevel is less, without fiist securing the
approval of the facility boar.d of director.s;

C. The cent|al, affiliated, ol corpolate office becomes ol is lequired to beco¡re t¡e licensee
under appiicable state law;

D The ag'eement provides that the co'rpensation fol services provicred under.tlre
agreement is directly lelated to any profits made by the facility;

. E. The long-term care fàcility entering iÍìto the agreement is governecl by a gover.ning borly
thâÎ mccts fcu'el'than fout titìles û yeu', that docs not publish ilotice of rts rneetings, or. that does not ìteep
lormal records of its proceedings.

Medical plan of care. "Medical plan of cate" means docìimentation signed by the r.esiclcnt,s physicia¡
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which ìncludes the l.esident,s pr.imary diagnoses, secondary diagnoses, orders for ûeatlnent and

medications, r.ehabilitation potential, relrabilitation procedules if ordeled, clinical monitoring procedul es, and

discharge potential.

Moratorium exception: A "moratorium exception" results when nursing facilities ale perrnitted to obtain

licensure and medical assistance cedification of new nursing home beds and construction projects that

exceed the threshold in sectìon 16.1374, item F. contingent upon appropriation of funds by the legislature.

Appropriated funds are distributed tlìrough a courpetitive process. Rates for moratorium exception

projects are determined as stated in section 22.061 .

Necessary service. 'Necessary service" means a function peltinent to the nursing home'S operation

which if nót performed by the assigned índividual would have required the nursing lrome to e'rploy or

assign another individual to perform it.

Nursing facility, ,T.lursing facility" means a facility licerrsed by the Department of Health as a Medical

Assistaice nursing home or a boarding care facility which rneets fedel'al certification requirements for a

nulsing facility.

opeìzting costs. "operating costs" means the costs of opefating the nu|sing home in compliance wìth

licensure and celtification standards. Operating cost categories ate:

A. nursing, including nurses and nursing assistants trainillg;

B. dietary;

C. laundry and linen;

D. housekeeping;

E. plant opefation and maintenance;

F. otlrel care-telated services;

G. genetal and admìnistlative;
H. payrolltaxes, frirrge benefits, and clerical tlaìnìng;

I. wolkers' col.ì'ìpensation self-insurance;

J. gror-rp health, derfal, ol life insurance; and

ATTACHMENT 4.1 9-D (NIF)
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K. real estate taxes and actual special assessnients paid.

Other câre-related operuting costs. "Other care-r'elated operating costs" means the operating costs
listed in Section 6.060, and the portion of fringe beneflrts and påyroll taxes allocated to the other cãre-
reÌated cost categoly, the cost of food, and the dietician consultìng fees calculated under Section g.000.

Other operating costs' "Other operating costs" means the operating costs listed in Sections 6.010-6.040
and 6'070, excluding the cost of food and dietician consulting fees, and the poItion of fringe benefits and
payrolltaxes allocated to each ofthese operating costs categories under Section g.000.

Payroll taxes. "Payrolltaxes" means the employer's sl.nre ofsocial security withhordi'g taxes,
governmentally required retirement contributions, and state and federal unemployment co=mpe¡satio¡ taxes
of costs.

Preopening costs. "Preopening costs" means tììe operating costs incuüed prior to the admission ofa
resident to a newly-constructed nursing home.

Private paying resident. "Prìvate paying resident" means a nur.sing home resident who is not a medical
assistance program recipient fot'the date ofservice and whose payment late is not establjshed by another
third party, ìncluding the Veterans Administr.ation or Medicare.

Productive nursing hours. "Productive nursing hou's" means a[ on-duty hour.s ofnurses, aides,
orderlies, and attendants. The on-duty hours ofthe director of nursing for.facilities with mol.e thaá 60
licensed beds and the on-duty hours ofany medicalrecords p"rrom.r"lu." not incruded. vacation,
holidays, sick leave, classroom t'aining and luncìres are not incruded in productive nursing rrours.

Rate yeâr. "Rate year" means the state of Minnesota's fiscal year fol which a paylÌent rate is effective,
fronr July I th'ough the following June 30. The July 1,2004 Ãte year extends thr.ough september. 30,
2005. As of october l, 2005, '1ate year" rneans october 1 through the foJrowing septenr'ber :0.

Reâl estâte taxes and special assessments. "Real estate taxes and special assessments" means the
realestate tax liability shown on the annual ploperty tax stâtement ofthe nursing home for.the cajendar.
year duÍing which the râte veal begins and the actual spec ia I a ssessments and relatecl iÍìterest paid during
the reporting year. The tel.m does not include p"..onn.l costs oI fees fot late paynìejtl..

Related organization. "ReJated olSanization" ¡neans a person that fulnishes goods or services to a
nursing lrome and that is a ciose leìative ofa nursing honre, an affiliate ofa nuisirg horre, a cjose relative
ofan affiliate ofa nutsitlg honre, or an affiliate ofa close relative ofan atTìliate ofã nursi¡g ho¡e.
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A. An "affiliate" is a person that direcily, or indirectly through one ot more intermediaries,

contl'ols, ol'is controlled by, or is under common control with another person'

B. A "person" is an indivìdual, a corporation, a padnershþ, an association, a trust' an

unincorporated organization, or a government or political subdivision'

C. A "close felative ofan affiliate ofa nursing homc" is an individualwhose relationship by

blood, marriage, or adoption to ân inclividual who is an affiliate of a nursing home is no more lemote than

first cousin.

D. "Control" iDcluding the terms "controlling," "contlolled by," and "undel common control

with" is the possession, direct or indirect, ofthe power to direct or cause the direction ofthe management,

oper.ations, år policies of a person, whether through the ownershþ of voting securities, by contract, or

otherwise.

Re pair. "Repair" means the cost oflabor and materials needed to restore an existing cap¡tal asset to

sound condition after damage or malfunction ol to maintain an existing capital asset in a usable condition.

Re place me nt. "Replacement" means a renovation or substitution of an existing capital asset to improve

its function or extend its useful life.

Reporting year, "Repofiing year" means the period from october 1 to September 30, immediately

pr.ä.ai,.rgitr" rate yeai, for ivilich the mrrsing honre submits its cost repolt, and which is the basis for the

determination ofthe payment râte for the following rate year'

Resident day or actual resident day. "Resident day" or "actual resident day" neans a day for which

nur.sing services are rendered and billable, o| a day for which a bed is held and billed.

Resident class. "Resident class" means each ofthe 1l categories established in Section 13.000'

Shoft length ofstay facility, "Sholt length of stay facility" has the meaning given in Section 20 025

standardized resident days. "Standa|dized resident days" means tl'ìe sum olthe number ol resjdent

days in the nur.sing home in each resident class multiplied by the weight fol that l esident class.

Top management pel.sonnel, "Top rnanagerrent personnel" means owners, board ntembers, cofporale

off""rr, g""n"ru I, ,egional, and distt'ict managers, administratols and the nursing honre adlninìsttator, and

any othár"per.sori peiforming the function ofsuch personnel. Persons perfotmi.g functions only as nursilg
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horne deparlment heads are Íìot included in this definition.

Total payment rate. "Totar payment rate" means the addition ofthe operating cost payment rate, the
propet'ty-related payl¡ent late, and the real estate tax and special assessments payment rate as established
by the Commissioner to pay for the care of ¡esidents in nursing homes.

useful life' "useful life" means the length of time an asset is expected to provide economic service
before needing replacement.

utility vehicle. "utility vehicle".means a vehicre specialþ equipped for purposes of nursing home
operations and not readiþ adaptable to personal use.

Vested' "Vested" means the existence ofa legally fixed unconditional riglrt to a pr.esent or future benefit.

working capital debt. "vy'orking capitaldebt" means debt incumed to finance nur.sing home operatjÍrg
costs. working capitar debt does not include debt incurred to acquire or refinance a ca'pitar assåt.

working capital interest expense, "working capital interest expense,,means the interest expense
incurred on working capital debt during the reporring year.

SECTION 2.OOO

SECTION 2,OI O

Treble Damages' Any vendor.of.nredical care who willfully subnrits a cost report, rate application or.
claim for reimbutsement for medical care which the vendor knows is false represeniation anä which
results in the payment of public funds for which the vendor is ineligible shall, in addition to other pro.,',irion,
of Minnesota law, be subject to an action by the State of Minnesola for.civii damages. The damages
awalded shall include three times the payments which lesult from the false repr,esJntation, togetheîwith
costs and disbursements, ìncluding reasonable attomeys' fees or their equivaleìrt.

SECTION 3.()OO COST ALLOCATION PROCEDURES

sECTloN 3.010 classification. crassification ofcosts is tr're process ofcharging costs to the
appropriate cost categor¡es and cr:rtrpìling a total for each ,nrt 

"ot"go,y 
to bc recoided orl tlìe cosl. report.

Nrrrsing facilities shall cJassify their costs in accordance with estabìished cost categol.ies. costs that '
ca¡lllot be specifically classified iÍì a cost category, such as the cost ofgeneric suppìies, ¡ust be classìfjed
in the generaland adminjstr.ative cost category.

SECTIoN 3'020 Identification' Exccpt fol'the salaly cùsts of individuals with nrultiple duties, costs
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must be directly identified, \'{ithout allocation, by routine classification of transactions whelì costs are

recorded in the books and records of the nursing facility.

SECTION,3.030 Personnel with multiple duties. 'When a person other thân top management

pelsonneÌl.tas multiple dutìes, the person's salary cost must be allocated to the cost categories on the basis

of ti[ie distribution records that show actual time spent, or an accurate estimate of time spent on vatious

activities. In a nursing facility of60 or fewer beds, part ofthe salaty or salaries of top management

personnel may be allocated to othef cost categories to [he extent justilìed in tirlle dist¡ibution lecolds which

sliow the actualtime spent, or an âccurate estimâte of time spent Õn various acl.ivilies. A nursing lacility

that chooses to estimate time spent must use a statisticalþ valid method. Persons wlro serve in a dual

capacity, including those who have onþ nominaltop management responsibìlities, shall directly identify

theit' salalies to the appropriate cost categories. The salary of any person having more than nominal top

management responsibilities must not be allocated.

SECTION 3.040 Central, afrliated, or corporate offce costs. Cost allocation for central, affilìated,

or corporate offrces shall be governed by items A to F.

A. Central, affìliated, or corporate office costs lepresenting services of consultants required by

law or rule in areas including dietary, pharmacy, social setvices, or other resident care related activities

rnay be allocated to the apploprìate cost category, but only to the extent that those costs ale ditectly

identified by the nursing facility.

L Definitions. For purposes of item B, the following have the meaning given them.

a. "Management agreement" means an agreement in which one or more of the following

cliteria exist:

ì. The central, affilìated, ol colporate office has or is authorized to assulìre day-

to-day operation contlol ofthe long-term care facility for any six-month peliod within a 24-month peliod.

"Day-to-day operation control" means that the central, affiliated, or corporate office has the authority to

r.equire, mandate, direct, or compel the employees of the longlerm care facility to perfornr or refi'airr flotrt
pe¡formi¡g cerlain acts, ol to supplant or take the place of the top managen'ìent of the long-tertn cat e

facility. Day+o-day operational control includes the authorjty to hi|e or ternirrate employees or to provide

an employee of the centlal, affiliated, o| corporate office to serve as ad¡njnistrator of the long-term care

facility;

ii. The centlal, affiliated, or corporate office perfolnls ol is autl.lorized to

perform two or rnore ofthe following: the execution of contracts; autl.ìorization ofpurchase ordets;

signatule authol ity fol checks, notes, or othel finaucial instruments; r'equi|ing the long-tetrr cat e facìlity to
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use the group ot' volulne purchasing selvices of the cent|al, affiliated, or cotporate office; or.the authority
to make annual capital expendilures for the long-term care facility exceeding $50,000 or.$500 per licensed
bed, whichever is less, without first seculing the approvalofthe long-term care facility board of direclor.s;

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 compcnsation for services provided uncler.
the agreelnent is directþ r'elated to any p1.ofits made by the long-term care facility; or

v. The long-tem care facility entering into the agreement is governed by a
governing body that meets fewer than four times a year, that does not publish notice of its meetirgs, or
that does not keep fonnal records of its proceedings.

b. "Consulting agreement', means any agreement the purpose of which is for a centr.al,
affiliated, or corporate office to advise, counsel, recommend, or suggest to the owner or operator ofthe
nonrelated long-telm care facility measures and methods for ìmproving the operations ofthe long-term
care facility.

B. For rate years begiming on oI after July l, 1990, the central, affiliated or corporate office cost
allocation in subitems (1) to (6) must be used when deten¡ining lates under SectioDs 1.000 through 22.000.

(1) Allcosts that can be directly identified with a specific nursing facility that is a r.eiated
organization to tlìe central, affiljated, or colporate office, or tl'rat is contolled by the cedral, affiiiated, or
cor?olate office under a management agfeement, Íì.ìust be allocated to that nursing facility.

(2) All costs that can be dilectly identified with any other activity or function not clescr.ibed in
subitem (1) nrust be allocated to that activity or function.

(3) Costs that have not been directly identified must be allocated to nursing facilities on a
basis designed to equitably allocate tl.ìe costs to tl.ìe nursing facilities ol activities receiving the benefits of
tl.ìe costs. This allocation nust be made in a manner reasonably related to the ser.vices received by the
rttttsilg lacilities. Vy'here practicaland when the aÍìlourrt is ntaterial, these costs musl be allocated on a
functional basis. The functions, or cost centcrs uscd to allocatc ccntral office costs, a¡d the urril. Sases
used to allocate the costs, including those central ofÏìce costs allocated according to subitem 4, tn¡st he
used consistently tionl olle centraloffice accounting period to another. lfthe cent¡al office wishes to
chonge its allocation boscs and bclicvcs the clrange willlesult irì nrots applupriäLe and llole accur.âte
allocations, the central office must r.nake a wl itten request, with its justification, to the comurissjo¡e¡ for.
approvai ofthe cl.tange no later than 120 days after the beginning ofthe centlal office accounting periocl to
which the change is to apply. The conrmissioner's approval ofa central office request will be fur.nished to
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the central office in.,¡/riting. Where the commissioner approves the central offìce request, the chatlge must

be applied to the accounting period for whicìr the request \ryas made, and to all subsequent centlal office

accountìng periods unless tl'ìe commissioner approves a subsequent request fo¡ change by the centlal

office. The effective date of the change will be the beginning of the accounting period for which the

request was tnade.

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

bccn allocated, the remaining central, affiliated, or corporate office costs mllst be allocatecl belween the

nursing facility opcrations and other activities or facilities unrelated to the nursing facility operations based

on the ratio of totâl operating costs, determined as follows:

a. The numerator for the allocation ratio shallbe determined as follows:

i. For.nursing facilities that are leiated organizations or are cotfrolled by a

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

shall be equalto the sum ofthe total costs incurred by each related organization or controlled nursing

facility.

ii. For a central, affiliated, or col'porate office providing goods or services to

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

tbe sum of the total costs incurred by the non-nursing facility related organizations

iii. For a central, affiliated, ol corpolate office providing goods or selvices to

unrelated nur.sìng facilities under a consulting agreemeÍìt, the numet'ator of the allocatiotl ratio shall be

equal to the greater of directly identified centlal affiliated ol corporate costs or the contracted amourìt

iv. For business activjties tl.ìat involve the providing of goods or services to

unrelated parties which ale not nursing facilities, the numerator ofthe allocation ratio shall be equal to the

greatel of dilectly ìdentified costs or revenues generated by the facility ol functiol'ì.

b. The denominator for the allocation ratio ìs the suni ofthe numerators in clauses ito iv
of a.

(5) Those long term care opelations that hâve nursing facilities both in Minnesota and outside

of Minnesota must:

a. Allocate tþe nursing facitity operatiol'ì's central, âffiliated ol corporate office costs

identified in jtem C to Minnesota based on the ratio of total resident days jn Minltesota nulsing facììities to

the total resident days ìn all facilitìes.

ATTACHMENT 4.I 9.D O{F)
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b. Allocate the Minnesota nursing facility operation's centlal, affiliated or corpot.ate of1ce
costs identilÌed in a to each Minnesota nursing facility on the basis of resident days.

(6) This section does not apply to payment rates dete¡mined under Section 20.040, except
that any additional dilectly identified costs associated with the Department ofHuman Services, or the
Depaltment of Health's managing agent under a leceivership agrãement must be allocated to the facility
under receivershþ, and arc nonallowable costs to the nunaging agent ôn the facility's cost report.

C Central, affiliated, or corporate office property-related costs of capital assets used directly by
the nursing facility in the provìsion of nursing facility services must be allocated to the nursing facilities
which use the capital asset. Centrai, affiliated, ol corporate office property-related costs ofãapital assets
which are not used directly by the nursing facility in the provision of nursing facility services must be
allocated to the genelal and administrative cost categoly of each nursing facilìty using the methods
described ir item B.

D. Tlie useful life ofa new capital asset maintained by a central, affiliated, or corporate office
nììist be determined by applying one of the following schedules in subitem (1) or (2):

(1) the useful life of a br"rilding is 35 years; of rand improvement is 20 years; of a major
building implovement is the greatel of 15 years or the remaining liie ofthe principal capital assetiof
depreciabJe equþment except vehicies is ten years; and of a vehicle is four-year.i; or

(2) the depreciation guidelines.

E. The useful life ofused capital assets maintained by a ceffral, affiliated, or corporate office
must be determined based on the physical condition ofthe usecl capital asset but the usefúl life of the used
capital asset must not be less than one-half the useful life determined under item D.

F. The useful life of leasehold ilnprovel¡ents maintained by a central, affiliated, or cor.por.ate
office must be eithel the useful life of the jmprovement determhled under item D or the remainìng term of
tlre lease, including lerrewal pet.iods, whichever is sholter.

SECTION 3.050 Gcncral ancl administ.ative cùsas. Exoept as providcd abovc, generaland
administrative costs n'ìust Ììot he a llocatecl as direct or indir.ect costs to other cost catãgor.ics.

SECTION 3 060 Rclàtcd organizatiott costs. C¡:sts applicable to scrvjccs, capital assets, ancl supplies
rJir-ectly oI indilectly ftrrnished to the nursing facility by any rcJatcd organization ¡ray 5e irrclutled irr ilie
allowable cost of the nursing facility at tl'ìe purcl'ìase plice paid by the related organLtion for.capital
assets ot'supplies and at the cost incurred by the related organization for the pr.ovision of ser.vices to the
nursìng fàcility ifthese prices ol costs do Íìot exceed tl.ìe plice of comparable services, capital assets, or.
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supp)ies that could be purchased elsewhere. For this pulpose, the related organization's costs must not

include an amoutrt fol markup or profrt.

Iftlre related organization in the normal course of business sells services, capital assets, or supplìes to

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

provided that sales to nom'elated organizations constitute at least 50 percent of total annual sales of sjmilar

services, or capital assets, or supplìes. The cost of ownership of a capital asset which is used by the

nursilrg facìlity'rnust be included in the allowable cost of the nursing facility even though it is owned by a

lelated organization.

SECTION 4.OOO DETERMINATION OF ALLOWABLE COSTS

SECTION 4.010 Allowable costs. Only costs detelmined to be allowable under the methods used to

determine payment shall be used to compute the totalpayment rate for nursing facilities pafticjpating in the

medical assistance Program.

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

of the nursing faciìity io the extent that the cost to which the credits apply was clairned as a nursjng facility

cost. lntere; income, dividend income, and other investment income ofthe nursing facility or related

ofganiza tion are not applicable cfedits except to tl'ìe extent that the interest expense on working capital

de;t is incur.r.ed and ciaimed as a leimbursable expense by the nursing facìlity or related organization

ìnterest income lnust not be offset against working capital interest expense if it relates to a bond sinking

fund or a restricted fund if the income is not available to the nursing facility of related otganization. Gains

or losses on the sales of capìtal assets used by the nutsing facility must not be applicable cl'edits.

SECTION 4.030 Adequate documentâtion. A nursing fàcility shallkeep adequate documentation'

A. ln ordel to be adequate, documentation lnust:

(l) Be maintained in orderly, well-organized files'

(2)NotincludedocumeÚationofmolethanol,ìenursingfacilityinonesetoffilesunless
transactions may be tr.aced by tlìe Depadment to the nu|sing facility's annual cost repoft.

(3j Include a paid hvoice or copy ofa pai<l i.voice with date ofpu'chase' vendor tlame and

addr.ess, purcùáser name aud delively destination address, listing of iterns ot services purchased, cost of

items purchased, account number to which the cost is posted, and a bl eakdown of any allocation of costs

between accounis or. nur.sing facilities. Ifany ofthe inforrìlatiott is not available, the nursing facility shall

docurnent its good faith attempt to obtairl the jnfol mation'
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(4) ìnclude contracts, agreemerrts, amorlization schedules, mortgages, other debt instr.unenrs,
and all othel documents necessaly fo explain the nursing facility,s costs or revenues.

(5) Be retained by trre nursing faciríty to support the five most receú annuar cost reporls.
The Depafiment may extend the period of retention if thã field audit was postponed because of i'aclequate
record ke_eping or accounting p.actices, trre records are necessary to resolve á pending appeai, or are
required for thc cnforcemeú of MhÌnesota's conditions for partic-þation.

(6) Beginning Juþ l, 1998, payroll records supporting compensation costs claimed by long_

1"11".:u'g 
facilities must be supported by affirmative time an¿ atteu¿anóe records pr"pured by 

"uchindividual at intervals ofnot more than one month. The requirements of this subitem are met v,/hen
documentation is provided under ejther clause a or b as follows:

a. the affirmative time and attendance record must identifu the individual,s name; tl.ìe
days worked during each pay period; the number of hours worked each day; and the number of hours
taken each day by the indìvidual for vacation, sick, and other leave. The affirmative time and attendance
record must include a signed verification by the indivìdual and the individual's supervìsor, if any, that the
entries reported on the record are correct; or

b if the affirmative time and attendance records identifying the individua|s name, tr.ìe
days- worked each pay peliod, the number of hours worked each day, and the number of hours taken each
day by the indivìdual lor vacation, sick, and other reave are praced on microfiln, equipment must be made
available for viewing and printirrg them, or if the lecords are stored as automated datà, sumnrary data nust
be available for viewilrg arrd prinring.

. B' Cornpensation for personal services, regardless ofwhether treated as dir.ect or indirect costs,
nlust be doculented on payrollrecotds. Payrolls must be supported by time and attendaÍìce or equivalent
records for irldividual employees. Salaries and *uger ofe.plåy"es which are allocated to more tlan one
cost categor) must be supported by tirr.re distribution r.ecords. The method used must produce a
pt'opot'tional distlibution of actual ti¡ne spent, ol' an accurate estimate of ti,rre sp"nt p".forming assigned
duties The nulsing facility that chooses to estimate time spent rnust use a statistically valid method, The
compensation ntust leilecl. an atnount ploportionate to a 1'ùil-time basjs.if the services are l.endereJon less
than a full-time basis.

C. Except fol vehiules used exclusively for nur.sìng fàcility business. the nursing faciliry ot.r.ejated
ot'ganizatiotr nlust lllä¡rltuill n lnolôr vc.hicle log tlnt shuws nursing facility mileage for th'e ."pu,aing y"ur.
Mileage paid lor the use of a personal vehicle must bc documcntld.

D Complete and orderly l'ecords must be maintained for cost allocations lnade to cosl categor.ies.
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E. Ifthe Commissionet requests suppoding docuffrentation during an audit fol an itern ofcost

r.eported by a long-tel n'ì cafe facility, and the long-term cate facility's response does not adequately

doiument ihe iteÃ of cost, the Commissioner may make reasoned assumptions consideled appropliate ¡n

the absence of the requested documeúation to reasonably establish a payment late rather than disallow

the entire item of cost. This provision shall not diminish the long-term care facility's appeal lights

SECTION 4.040 Compensation for personal services. compensation for personal services iÍìc[ìdes

alllhe relnuneration paid currently, accrucd ol defèrred, f-ot' services lendered by the nr"rtsing facility's

owners or empkryees. Onþ valid compensation costs for the current repolting period are allowable

A. Compensation includes:

(1) salaries, wages, bonuses, vested Vâcations, Vested sick leave, and fr.ìnge benefits paid for

managerial, adrninistt'ative, professional, and other services;

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

(3) the costs of assets and services which the owner or employee receives from the nursing

facility;

(4) deferr-ed compensation, individual rctirement plans such as individual retirenrent accounts,

pension plans, and profit-sharing plans;

(5) the annua| cost of supp|ies, use of capital assets, services fol personal use, ol. any othel

in-kind benefits received by the owners or employees; and

(6) payment to or.ganiz¡tions of unpaid workels, that have arrangements with tlre nursing

facility for the petfot'mance of set vices by the unpaid workers

B. The nursirrg facility must have a written policy for paylneÍìt of compensation fot pet sonal

selvices. Tlre policy must r.elate the individual's compensation to the peLforrtance ofspecified duties and

to the nurnber óf¡ours worked. Cornpensation payable under the plan must be consistent with tlre

colì.ìpensation paid to per.sons performing similar duties jn tl'ìe nursing facility industry Employees coveled

by càllective bargaining agleenrents are not required to be covered by the policy if the collective

bargainìng agleement othelwjse lneets tl.ìe

essentials ofthe policy lequiled by this item.

C. Only necessaty services shall be compensated'

D. Except for accrued vested vacation, accrued vested sick leave, ot'compensation claims
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sÙbject to litigation or employer-ernployee dispute resolution, colnpensâtion must be actually paid, \À,hether
by cash or negotiable instrument, withìn 107 days after tlìe close åf the reporting period. lipaymenris not
made within 107 days, the unpaid cornpensation shajl be disallowed in thai repoñing year. "

SECTION 4'050 Licensure and certification costs. Operatil'ìg costs ofmeeting the licensul.e and
ceftification standards in items A to c a.e alowable operating cosis for the purpose of setting nursing
facìlþ payment rates. The staÌrdards are:

A' standards set by federal regulations for skilled nulsing facilities and inter.mediate care facilities;

B' requirements established by the Minnesota Depallment of Health for meeting health standards
as sef out by state rules and federal regulations; and

C other requilements for licensing under state and federal law, state rules, or federal r.egulations
that must be met to provide nursing and boarding care services.

SECTION 4.060 Routine serv¡ce costs. Opelating costs of routine services íncluding nursing, dietary,
and support services are allowable operating costs foithe purpose of setting nursing fa"ìiity puyü"nt
rates,

SECTION 4 080 General cost principles. For rate-setting pulposes, a cost must satjsfy the following
criteria:

A. the cost is ot.dinary, necessaty, and related to resident care;

. 
B. the cost is what a prudent and cost conscious busìness person wourd pay for the specific good

or seruice in the open mar.ket jn an arm's length transaction;

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

D the cost effects of tl'a¡.sactions that have the effect of circurnventing these rules are not
allowablc r"rnder tlre pri.rciple thar tlre substancc ofthe tl.ansactio' shall prevaìl over form; and

E. costs tl'lat al.e incurred due to managemeÍlt inefficiency, unnecessary care or.faciJities,
ugrecments not to colnpete, or activities rlot comnronþ accepted ìn the nu|sìIg làcility car.e field are not
a llowa ble.

StrC'I'ION 5.OO() NONALLOWABLE COSTS
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The costs listed jn items A to EE are not allowable for purposes of setting paymeú rates bÙt must be

identified on the nursing facility's cost repoÍ.

A. All contributions, including charitable contributions, and contributions to politicalaction

committees or campaigns.

B. Salaries and expetrses ofa lobbyist.

C.Legalandrelatedexpensesforunsuccessfulchallengestodecisionsbygovelnmental
agencies.

D. Assessments made by or the pofiion of dues charged by associations or professional

organìzations fol litigâtion except for successful challenges to decisions by agencies of the State of

Minnesota; lobbying costs; or conÍibutions to political action committees or campaigns. where the

breakdown of dues charged to a nursing facility is nof plovided, the entire cost shall be disallowed.

E. Advertising desigred to encou|age potential residents to select a particular nursing facility.

This item does not appþ to a total expenditure of $2,000 for all notices placed in the telephone yellow

pages for. the purpose of stating the nursing facility's name, locatiot't, phone number, and general

information about services in the nursing facility

F. AssesslneÍìts levied by tlte Mjnnesota Department of HeaÌth for uncorrected violations.

G. Employee or owner,s membership or other fees for socìal, fratefnal, spolts, health, or sirriìar

organizations.

H. Cost jncur.t.ed for aclivities directly related to influencing employees with respect to

unionization.

l. Costs of activities not related to resident care such as flowers or gifts for employees oL ownels,

employee parties, and business meals except lor the cost of n.ìeals itrcurted as a result of tequil-ed

overnight business related tl avel.

J. Cosls related to pr-Ì.chase ofand cal'e fof pets in excess of$5 pef yeal pef licensed bed

I(. penalties irrcluding interest charged on the penalty, interest charges which result fiom an

overpayment, and bank overdraft ot'late payment cl'larges'

L. Costs of sponsor.ing employee, youth, or adult activities such as athletic teams and beattty
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contests.

M. Premiums on o\.vner's or boald member's rife insurance poricies, except that such premiums
shall be allowed if the policy is included within a group policy provided for.all employees, or.if such a policy
is required as a condition of l¡ortgâge or loan and the mongãlee or lending institutián is listed as the
benefìciary.

N. Personal expenses of owner.s and employees, such as vacations, boats, airpla¡es, per.sorul
tfavel or vehicles, and entertâinment.

o. costs oftraining p'og'ams for anyone other than emproyees or vorunteers in the nursing
faciJity.

. . 
P. 

_Costs 
oftraining programs to meet the minimum educational requirements ofa position,

education that leads to a degree, or education that qualifìes the employee foi a new traa" or proresrion.
This itern does not apply to training or education ofirursing aides oi
t'aining to meet the requjlements of raws, rures, or regulations for keeping an employee,s salâry, status, or
position or to maintain or update skilrs needed in peforming the employee-,s present iuties.

Q Bad debts and related bad debt coJlection fees except for the four types found in the general
and administrative services section.

R. Costs oî fund r.aising activities.

s. costs associated with the mal'ìagement of investments which may produce interest income,
divídend incorne, or other investrent income or losses.

T Costs of functions nolnraliy paid by chalges to residents, employees, visitors, or others slÌch as
the direct and indi'ect costs of operating a pha'macy, congregate dining progr.arn, home deliver.ed meaJs
plogram, gift shop, coffee shop, apatlment, or. day care centei.

U oper¿ting costs for activities to the extent that the activities are financed by gifts or gr.ants
from public luncls A tl ansfer of funds lrorn a local govcrÌlmental unit to its governnrenrJ-own"jnr,=ì.,g
facìlìty is not a gift or glant ll¡rder.this iteln,

V Telepl:rtrre, televisiorr, and l adio selvice pr-ovided in â r'csident's rooilr except lbr these ser.vices
ptwided in areas rìesignated for use by the genelal rcsidcnt popuiation, and the clrarge oftransferring a
rcsident's phone fr.orl oÍle root.ì.ì to another rvithin the same nursing facility.

\rV, Costs ofcovenants not to compete.
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X. ldentifiable costs ofservices plovided by a licensed medical therapeutic or rehabilitation

practitioner or arry other vendor of medical care which are billed separately on a fee for service basis,

including:

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

employee ofthe nursing facility or the compensation ofthe practitioner who is an errployee ofthe nulsing

facility;

(2) allocated compensation and related costs of any nursing facilþ personnel assisting in

providing these services; and

(3) allocated operating or propefiy cost for providing these seruices such as housekeepìng

laundry, maintenance, medical records, payroll taxes, space, utilities,

equipment, supplies, bookkeeping, secretarial, insurance, supervision and administration, and real estate

taxes and special assessments.

Ifany ofthe costs in subitems (l) to (3) are incurred by the nursing facili$, these costs must be leported

as nonreimbursable expenses, together with any of the income received or anticþated by the nursing

facility including any charges by the nursing facility to the vendor.

Y. Costs for which adequate documentation is not maintained or plovìded.

Z. Frtnge benelits or payroll taxes associated with disallowed salary costs.

AA. Costs associated with sales or reorganiz'rtions of nursirrg facilities.

BB. Accruals of vacation and sick leave for employees which are not fully vested.

CC. Payments tnade jn lieu ofreal estate taxes, unless such payments are made unde| a legaliy

enforceable itrevocable written contract entered into prior to August 31, 1983

DD. Adver.se judgments, settlemet'ìts, and repaynrents ofescrow accounts resuiting fi'onl tlìe

enforcement of Minnesota's Conditions for Pafticipation Statute.

EE. Costs ircluding legal fees, accounting fees, administrative costs, travel costs, and the costs of
leasibìlity studies attr¡buted to the negotiation or settlement of a sale or pul'chase of any capital asset by

acquìsition or merger fol which any payment has pleviously been made under Minnesota's procedures for

detelminìng payn'ìent rates.

ATTACHMENT 4.l 9-D (NlF)
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SECTION 6.000 REPORTING BY COST CATEGORY

SECTION 6.010 Dietary service s. The costs listed in items A to D are to be reporled ìn the dietary
services cost category:

A. Direct cosfs ofnornral and special diet food including raw food, dietary supplies, food
preparation and serving and special dietal) supplements used for tubc fceding or oralfeeding, such as
elemental high nìtlogen diet, even if written as a prescription item by a physician;

B. The salaries and wages ofthe supervisor, dietitians, chefs, cooks, dishwashers, and other.
employees assigned to the kitchen and dining room including the salaries or fees of dietary consultants;

C. The costs of traìning including the cost of lodging and meals to meet the
requirernents of laws, rules, or regulations for keeping an employee's salary, status, or position or to
rnaintain ol update skills needed ìn performing the employee's present duties; and

D' The costs of travel necessary fol training programs for dietitians required to maintain
licensure, certifìcation, or professional standards.

SECTION 6.020 Laundry and linen services. The costs listed in items A and B are to be reported in
the laundry and linen ser.vices cost category:

A. Direct costs ofhousekeeping supplies, including cleaning and lavatory supplies; and

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

SECTION 6.030 Housekeeping services. The costs listed in items A and B are to be reported in the
housekeeping services cost category:

A. Direct costs ofhousekeeping supplies, including cleaning and lavatory supplies; and

B. 'l'hc sala.ies and wages ofthe supe'visor, housekeepers, and other cleaning personnel.

SECTION 6.040 Plant operation and mainfenance senices. The costs listed in items A to D are to
be rcpottcd in the plant operations and lllaintenance cost category:

A. Direct costs for mâ¡ntenarrce and operation of the building and grou'ds, including fucl,
eiectric jty, water, sewer., supplies, tools, and repa irs which are not capitalized ;
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B' The sa|aries and wages of the supervisor, engineer.s, heating-plant employees, independent

contractors, and other maintenance personnel:

C. The cost ofrequired licenses and permits Iequired for operation ofthe nursing facility: and

D. Cost ofthe providel surchal'ge.

SECTION 6.050 Nursing services. Direct costs associated with nursing setvices identified in items A

to Y, are to be included in the nrìrsing services cost category:

A. Nut.sing assessn,ìent of the lrealth status ofthe resident and planníng of appropriate

interventions to overcolne identifìed problems and maximize resident strengths;

B. Bedside care and services;

C. Care and services according to the order of the attending physicians;

D'MonitolingpfoceduressuchasVitalSigns,urinetesting,weight,intakeandoutput,and
observation of the body sYstem;

E' Administration of oral, sublirrgual, fectal, and local medications topically applied, and

appropliate recordi.ìg of the resident's responses;

F. Drawing blood a¡d collecting specimens for sublnission to laboratolies;

G. Plevention of skin irritation and decubitus ulcers;

H. Routine changing of dressìngs;

L Tr.aining, assistance, and encouragerlent for self-care as requiled for feedi[g, grooming,

ambr-rlation, toilet, and othel activities of daily living includirg movement w jthin the nulsing facility;

J. Suppor.tive assistânce and training in lesident transfer techniques including transfer fiom bed to

wheelchajl or wheelchair to comnrode;

K, Cal.e ofresidents witlì casls, braces, splints, and other appliances requiring nursing cate or

supervision;

L. Car.e of residents with behavior problems arrd severe emotionaÌ problenrs requirirg nursitrg

cale or supervision;

-26,11-17,ll-
06-13,05-14)
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M. Administr.ation of oxygen;

N. Use of nebulizer.s;

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

P. Administt.ation ofparenteral medications, including intravenous solutions;

Q. Administration of tube feedings;

R. Nasopharyngeal aspir.ation required for maintenance of a clean air.way;

S. Care of suprapubic catheters and urethral catheters;

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

. u. costs of equip'rent and suppries that are used to complement the services in the nursing
services cost câtegoly, including items stocked at nursing stations or on the floor and distributed or Jsed
individually, including: alcohol, appricators, cotton bals, incontinence pads, disposable ice bags, dressings,
bandages, watel pitchets, tongue depressor.s, disposable gloves, enemas, enema equipment, soap and
water, medication cups, diapers, prastic waste bags, sanitary products, thennometeis, hypoá"r1nr" n."¿r",
and syringes, and clinical reagents ol simirar diagnostic agents, and drugs which are noii^;a o11 u ,"ou.uo
fee schedule by the ntedical assjstance.program or urry oih", puy"r;

V Costs for education oI' training including the cost of lodging and nreals of nursing service
personnel. Educational costs are 

,limited 
to eithel n.reeting the requirements of Ìaws or rules'or keeping an

enpioyee's salary, status, or position or for nraintaining oi updating skils needed in performing thà ' '

employee's present duties, except that training to become a-nursei aid is an allowaúle cost;

.The saiaries and wages ofpersons pelforming nursing selvices incÌuding salaries ofthe
director, and assistal'ìt dilector oI nLrrsing, supervising nursãs, rnedì-cal records persoñrel, r.egistered
p'ofessional nurses, licensed prnctical nurses, nur.ses aitìes, t_rr.derlies, and attcndants;

X The salarics offees of nredicar tlirector', plrysicians, or other professionars performing
consttlting sct'vices olr uediçal ca¡e wh¡ch ârc not leirnbulsed separûtely on a fee for ser.vice baJìs; an,l

Y The costs oftravel necessaty for'lraining proglanrs fol nursirrg pelsonnel requircd to maintain
Jiceusure, celtifical.ion, or professional standards.
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SECTION 6.060 Other care-related services. The costs listed in items A to D are to be repolled in

tl.ìe other care-reÌated services cost category:

A. Direct costs of other care-reläted selvices, such as recreational or religious âctivities, afis ând

crafts, pets, and social services whiclr ar.e not reimbursed separately on a fee for service basis;

B. The salaries and wages of recreational therapìsts and aides, rehabilitation therapists and aides,

chaplains, ads ancl crafts instructors and aides, socialworkers and aides, and othel' care-Ielated personnel

including salaries of fees of professional peÍforming cotlsultation services in these areas which ate not

reimbursed separately on a fee for service basis;

C. The costs of training including tlìe cost of lodging and meals to lTìeet the requirements of laws

or rutes for keeping an employee,s salafy, status, of position, or to maintain oI update skìlls needed in

performing the employee's present duties; and' D: tebphonl, television, and radio services provided in areas designated for use by the general

tesident populatiån, such as lounges and recreation rooms and the charge of transferring a resident's phone

from one room to another within the same nursing facility.

SECTION 6.070 General and administrative services. Dírect costs fol administering the overall

activities of tlie nursing facility are included in the general and administrative cost category. Tlìese direct

costs include:

A. Business ol'fice lurrctiolls;

B. Travel expenses other than tfavel expenses repol-ted uÌìder dietary services and those undet'

nursing services.

C. All niotor veliicle operating expenses;

D. Telephone and telegraph charges;

E. Olfice supplies;

F. lnsut'ance, except as included as a fi'inge benefit;

G. Personnel recrllitlìlelll costs including help wanted advenising;

H. The salaries, wages, or fees of administrators, assistar'ìt administrators, accountìng and clelical

personnel, data pt'ocessing pet'sonnel, and receptiolists;
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I' Proiessional fees for se'vìces such as legal, accounting and data processing services;

J. Management fees, and trre cost of management and admiüistrative consultaús;

K Cent|al, affiliated, or.corporate office costs excluding the cost of depreciabÌe equþment used
by individual nursing facilities which are included in the computaãon ofthe propérty-relut"o p^yr"',i ,.ut"
and those costs specified in Section 3.040, items A and B;

L. Business meetings and seminars;

M. Postage¡

- N Trainìng including the cost of lodging and meaìs for management personnel and personnel not
related to direct resident care il the training either meets the requirements of laws, rules, or regulatio's to
keep an ernployee's salary, status, or position or maintains or upàates skilrs needed to peiton1, ih"
employee's present duties;

O Membership fees for associations and professìonal organizâtions which are directly related to
resident care;

P Subscriptions to periodicals wìrich are directly related to the operation of the nursing facility;

Q. Securily ser.vices o¡ security per.sonnel;

R. Jojnt commission on accreditation ofhospitals sur.vey;

S. Advertising;

T. Board of director.,s fees;

U. Interest on workirrg capìtal debt;

V Bad debts and fees paid fol collection ofbad tlebts provided that the conditions i¡ subiterns (l)
to (4) afe nret:

( I ) the bad debt r çsrrts fi'(nï r1ônpaymcnt of the paylìrer)r. rate or pâl.t of the pay.ì,,er',t rate;

- (2) the nulsing facìlity documents 1lìat reasoÍrable collectíon efforls have been nrade, the de6t
was uncollectìble, and there is no likelihood of future recovery;

ATTACT-ìMENr 4. I 9_D (NF)
page 36
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(3) the collection fee does not exceed the amount of the bad debt; and

(4) the debt does not result from the nursing facility's failure to compþ with federal and state

laws, state rules, and fedelal regulations.

W. Tlre portion of preopening costs capitalized as a deferred charge aÍìd âmol'tized over a period

of 120 consecutive months beginning with the month in which a resident first resides in a newly-
constnrcted nurs ing I-ac ility;

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

Y. Alry costs which 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 payrolltaxes, fringe benefits, and clerical training cost category;

A. The employer's share of the social security withholding tax;

B. State and federal unemploymeff compensation taxes or costs;

C. Group life insurance;

D. Group health and dental insurance;

E. Workels' compensatiol'ì insulance including self-insured plans specified in Section 6.083;

F. Either a pension plan or profrt-sharing plan, approved by the United States Internal Revenue

Selvice including IRS Section 403 (b) and 408 (k), but not both for the same employee;

G. Governmental required fetilement contlibutions;

H. Uniform allowarrce; and

L Costs of tl aining cJelical pelsonneÌ ìncludirrg the cost of meals and lodging.

SECTION 6.083 Workers compensation self-insurance. The Department shall allow as workels'
compensation insurance costs the costs ofworkels' compensation coverage oldaiÍìed uÍìdel tl'ìe lollowirrg
cor.lditions:

A. A plan apploved by the Conrrnissioner of comr¡eLce as a Minnesota gloup or individual self-
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insnrance plan.

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

from an authorized insurance carrier;

(2) A related organization to the nursing facility reiÍìsul.es the wor.kers' compensation
coverage purchased, directþ or itdirectþ, by the nursing facilìty; and

(3) All of the conditions in itenl D are met;

C. A plan in which:

(l) the nulsing facility, directly or indìrectly, purchases workersr corrpensation coverage from
an author¡zed insurance carrier:

(2) the ìnsurance premium is calculated retrospectively, including a maximum premium limit,
and paid using the paìd loss let'o method; and

(3) all ofthe conditions in item D are met ;

D. Additional conditions are:

(l) the costs ofthe plan ale allowable under the federal Medicare program;

(2) the reselves for the plan ale r¡aintained in an account col.ìtrolted and administe¡ed by a
persor.r which is not a related organjzåtion to the nursing facility;

(3) the leserves for the plan canÐot be used, dilectly or indilectly, as collateral for debts
incut't'ed or other obligations ofthe nursing facility ol related organízations to the nursing facility;

(4) if the plan provides wotkers' cornperìsätion oovelage for non-Mh esota nursing facilities,
the plan's cost n'Ìethodology must he cons¡stcnt among all mrrsing facilities cover.ed by the plan, and if
leasonable, ìs allowed notwitlstanding any leirnbursement laws regarding cosf allocalion to the contrary;

(5) centlal, affiliated, euJXnaLe, or nursing l'r(:ility cr)sts TelâtÊd to their' âdmitristrâtion ofthc
plan are çosts whicìl mrìst remai¡r ilr the nrrrsing faciiity's adlninistrative
cost category and must not be allocated to other cost categor.ies;

(6) r'equi'ed security deposits, whether in the fonn of cash, investments, securities, assets,
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letters of credit, or in any other form are not allowable costs for purposes of establishing the facilities
payment rate; and

(7) for the rate year beginning on Juþ 1, 1998, a group of nursing facilities related by

common ownership that self-insures wolkers' compensation may allocate its directþ identified costs of
self-insuling its Minnesota nursirrg facility workers among those nursing facilities in the group that are paid

under this section or Section 22.000. The method ofcost allocation is based on the latio ofeach nursing

fâcìlity's total âllowabie salaries antl wages to that of the nulsing facility gloup's total allowable salaries

and \ryages, tl.ìen similarly allocated within each nursing facility's operated cost categories. The costs

associated with the administration of the group's self-insurance plan must lemain classified in the nursing

facility's administrative cost category. A wrìtten request ofthe nursing faciþ group's election to use this

alternative method of allocation of self-insurance costs must have been received by the Depaúment no

later thân May 1, 1998, to take effect on Juþ l, 1998, or such costs willcontinue to be allocated under the

existirg cost allocation methods. Once a nursing facility group elects this method ofcost allocation for its

workers' compensation self-insu¡ance costs, it remains in effect until such time as tl'ìe group no longer

self-insures these costs.

E. Any costs allowed pulsuant to items A to C are subject to the following reqtrirements:

( l) lf the nursing facility is sold or othe|wise ceases operations, the plan's leserves must be

subject to an actuarially based settle-up after 36 months from the date of sale or the date on which

opel'atiot'ìs ceased. The facility's medical assistance portior.r ofthe total excess plan reserves must be paid

to the State within 30 days following the date on which excess plan reserves are determined.

(2) Any distt'ibution of excess plan reserves made to or witl.ìdrawals made by the nursing

facility or a lelated organization are applicable credits and must be used to reduce the nursing facility's

workers' compensation costs in the reporting period in which a distribution or withdrawal is receìved.

(3) If reimbursement for the plan is sought undel the federal Medicare prograrn, and is

audited pursuant to the Medicare Proglam, the nursing facility must plovide a copy of Medicare's fìnal

audit repoft, ircluding atlachnents and exhibits, to the Commissioner within 30 days of receipt by the

nulsing lacìlity or any lelated olganization. The Department shall implenient the audìt findings assocjated

with the plan upon leceipt of Medicale's final audit report. The Departmeú's authority to implement the

audit findings is independent of its authority to coÍìduct a field audit.

F. The Depa|trnent shall have authorjty to adopt emelgency rules to ìmpìement this Section.

SECTION 6.084. Group health, dentâI, or life insurance, For tl.ìe rate year beginning on July 1, 1998,

a group of'nursing lacilities lelated by conrmon ownelship that self-insules gloup health, dental or lile
insurance rnay aJlocate its dil.ectly identified costs ol self-insuling its MiÍìnesota nursing lacility wolkels
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pursuant to Section 6.083, iteni D, subitem (7). The method ofcost allocation is the same as jn Section
6.083, itern D, subitem (7). The costs associated with the administration ofthe group's self-insurance plan
must renrain classified in the nulsing facility's administrative cost category. A written request ofthe
nulsing facility group's election to use this alternate method of allocation of self-insurance costs must be
received by the Department no later than May l, 1998, to take effect on Juþ l, 1998, or such costs will
codinue to be allocated under the existing cost allocation rnethods. Once a nursing facility group elects
this methód of cost allocation for its group health, dental, or life insulance self-insurance costs, it remains
in effect until such time as the group no Ionger self-insures these costs.

SECTION 6.090 Real estâte taxes and speciâl âssessments. Real estate taxes and special
assessn.ìents for each nursing facility are to be repofied in the real estate taxes and special assessments
cost category. In addition, payments made in lieu ofreal estate taxes, unless such payments were made
under a legalþ enlorceable irrevocable written contract entered
il,ìto prior to August 31, 1983, must be reporled in this cost category.

SECTION 7.OOO ESTABLISHMENT OF GEOGRAPHIC GROUPS

SECTION 7.010 Classification process. The Commissioner shall classify Minnesota nursíng facilities
accolding to their geographic location.

SECTION 7.020 Group 1. All nursing facilities in Beltr.ami, Big Stone, Cass, Chippewa, Clearwater,
Cottonwood, Crow Wing, Hubbard, Jackson, Kandiyohi, Lac euiparle, Lake of the Woods, Lincoln, Lyon,
Mabnomen, Meeker, Morrison, Mur.r.ay, Nobles, Pipestone, Redwood, Renville, Rock, Swift, Todd, yellow
Medicine, and Wadena counties rrust be placed in geographic group l.

SECTION 7.030 Group 2. All nulsing facilities in counties othel tlran the counties listed in group I and
group 3 must be pìaced in geogr.aphic gt.oup 2.

SECTION 7.040 Group 3. All ;rursìng facilities in Aitkin, Anoka, Carlton, Carver, Cook, Dakota,
Hennepin, Itasca, Koochiching, Lake, Rarnsey, st. Louis, Scott, and vy'ashington counties must be placed
in geographic gloup 3.

SECTìON 7.050 Dxce ptions

A. Facilit¡es in geographic Group I (lowest cost) nrav have their rates calculated based on the
highest of tlre linrts withi¡l Gr'uup 2 (nidrJle cost) or Group 1. Tlris exception is granted if it is to t¡e
facility's benefit and is donc outomatically at thc tirne of ratesettillg. Il) the evelìt ¿u exueptiurr is grante<J,
efficiency paynrents are based on Group I limits.
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B' Effective Juþ 1,2006, nur.sing facilities in Benton, Sherburne, and Stearns counties shall

receive an operating rate increase to the median rate of Group 3 facilities'

sEcTIoN3.000DETERMINATIONANDALLOCATIONoFFRINGEBENDFITSAND
PAYROLL TAXES, FOOD COSTS, AND DIETICIAN CONSULTING FEES

SECTION 8.010 Fringe benefits and payroll taxes until Juty 1,2001. Fringe benefits and payloll

taxes must be allocated to case mh, othel care-related costs, and other operating costs according to items

AtoE.

A. For.the rate years beginning on or after Juþ l, 1988, all of the nursing facility's ft'inge benefits

and payrolltaxes must be classifieã to the operating cost categories, based on direct identification. If
direát identification cannot be used for all the nursing facility's fringe benefrts and payrolltaxes, the

allocation method in items B to E must be used.

B. Fringe benefrts and payroll taxes must be allocated to case mix operating costs ìn the same

propoúion to salaries repolted under the nut'sing service câtegory'

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

pl'oportion to salaries leported under the otller care-related services category

D. Fr.inge benefits and payroll taxes lnust be allocated to other opelating costs in the same

propoltion to sal;ries leported un<ler dietaly, laundry and linen, housekeeping, plant opetation and

maintènance services, and the general and administlative categories'

E.!oranynur.singfacilitythatcannotSepära[elyr.epotteachsalalycomponcntofanoperatjng
cost catcgory, the bepaft;ent sh;ll determine the frirge benefits and payrolltaxes to be allocated under

th;s subpa"rt áccoLdinj to the following(l) The Department shall sum the allowable salaries fol all nursirtg

facilities separ.ately rãpottirg allowable salaries in each cost category, by cost categoly and in total

(2) The Department shall determjne the mtio of the total allowable salaries in eaclr cost

category to tlìe total allowable salaries in all cost categories, based on the totals in subitem (1)

(3) The nursing facility's lotal allowable fiìnge benefits and payrolltaxes must be multiplied

by each ,.atio ìáte'nined in subitem (2) to dete'mine t¡e arnount of payroll taxes and fri'ge benefits

albcated to eacll cost category for the nulsing facility undel this item

(4)Ifanursingfacility,ssalaryforanynursing,dietary,laundl.y,housekeeping,plantoperation
and maintenance, other car'à-related sel'vices and general and adninistrative operating cost categories, is

zer.o and the seruices provided to the nursing facility in that opefating cost category are not perfonned by a
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Ielated organization, the nursing facility must recJassify one dollar to a saÌary cost line in the operatirìg costcategoly Fol rate yeals beginning on o| aftel Juþ 1, 1989, the Depaftment shall include a nursing facìlity,s
reported public ernployee retiremeff act contributìon for the repo.ting year as apportìoned to the ;are-
related operating cost categories multiplied by the appr.opriate àonposite index.

SECTION 8.020 Determination of food costs until July l, 1999. The Department s¡all determine
the costs of food to be included in other care-related costs according to items A and B.A For atry nursing facility separateþ reporting food cosfs, food costs shall be the allowabìe food
cosls as reporled under the dietary services cost category.

. B For any nursing facility that cannot separately report the cost offood under the dìetary
services cost categoly, the Depaftment shall determine tir" uu"rug" ratio of food costs to total dieiary
costs for allnuming facilities that separately leported food costs. 

-The 
nursing facility's total allo\À/able

dietary costs must be nrultþlied by the average ratio to deterinine the food costs fo.itre rru.si,rg facitity.

sECTloN 8.030 De te rmination_ of dietician consulting fees untir Jury r, r999. The DepaÌtment
shalldetermine the dietician consulting fees to be includedln other care-r.elated costs accordin! to items A
and B.

^ l: For any nursing facility separately leporting dieticìan consulting fees, the dietician consulting
fees shall be the allowable dietician consurting feès r.epLted under the dieùry seivices .ort .ut"gáf

* B. For any nursing facility that has not separately repolted dietician consulting fees, the
Department shall determine the avet'age cost per licensed beà of allowable dietician cãnsulting fees for all
nut sing 

_facilities 
that separately reported dietician consulting fees. The nursing facility,s total"number of

licensed.beds must be multiplied by the average cost per bù to determine the dietician consultipg fees for
the nulsing facility.

SECTION 9.OOO DETERMINATION OF THE ALLOWABLE HISTORICAL OPtrRATING
COST PDR DIEMS

SECTION 9.010 Review and attjustment ofcosts. Tr.ìe Depar.hnent shal annualy r.eview and adjust
thc ope'atirlg costs repoÌted by thc nu'sing facirity dur.i.g trre r.épor.ting year.precedi'g the r.ate year io
dçtennine the nulsing facìlity's actual allor,voblc histor.ical opet.aiing cusLs.

SECTION 9 020 St:¡rltl¡nlizcd resident days. Ëac/r nursirrg facility's slandardized r.esìdent days lnust
be detelmined in accor.dancc with itents A to B.

A. The nursing facirìty's .eside't days for the report;ug year.in each resideÍìt crass must be



STATE: MINNESOTA
Effective: Octobel I , 201 7

TN:17-26

ATTACHMENT 4. I 9-D (l\F)
Page 43

Approved: MAR 06201S
Supersedes: l7 -16 (17 -01, 16-04,

13, I l-08, 0-25, 10-1

I 5- 1 0, r 4- I 3, 13-1 6, 12-23, 12- 15, l2-1 1, I I -26, | 1 -17' 11

10-r 3, 09-26, 08-18, 08-1 5, 07-10, 07 -07, 06-13, 05- l4)

rnultiplied by the weight for that lesident class.

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

standardized resident days for the reporting year.

SECTION 9.030 Allowable hislorical case mix operating cost standardized per diem. until July 1,

1gg9, the allowable historical case mix operating cost standardized per diem must be computed by the

standardized resident days determìned in Section 9.020

SECTION 9.040 Allowable historical other care-related operating cost per diem. untilJuþ 1,

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

allowable historical other care-related operating costs by the numbeÍ of resident days in the nursing

facility's reporting Yeat'.

SECTION 9.050 Allowable historical other operâting cost perdiem. untilJuly 1, 1999' the

allowable historical other operating cost per diem must be computed by dividing the allowable historical

other operating costs by the number ofresident days in the nursing facility's leporting year.

SECTIONI0.000DETDRMINATIONoFOPERATINGCOSTADJUSTMENTFACTORS
AND LIMITS

SECTìON 10.010 Annual adjustment factors through June 30, 1999' The annual adjustment factors

will be determined accolding to items A and C

A. The forecasted consumer price index for a nursing facility's allowable operating cost peI

dierns shall be determired using Data Resoulces, lnc. tblecast for the change ir.r the nursing facility

rnarket basket betweell the urid poiut ofthe rcporting year and the mid poiÚ ofthe late year. For these

purposes, the indices as forecasted by Data Resources, Inc. in the foufthquatter ofthe calendar year

preceding the I ate yeal will be utilized

B, For rate year.s beginning on or afte| July 1,'1994,fhe Depal-tmefi will index the prior year''s

operating cost lirnits Ûy the percentage change in the Data Resources, Inc., 
'ursing 

home market basket

b"twe"n-the midpoint of the current ieporting yeal' and the midpoint of the plevious lepofiing year' The

Department will use the indices as folecasted by Datâ Resoufces, Inc., in the foufth quafter of the

calendar yeat pleceding tlre rate year.

c. For.the nine month rate period beginning october 1, 1992, the 2l-lnonth ilflation factor for

operat;ng costs in item B shall be increased by an anrrualìzation ofseveÍì-tenths ofone petcent lounded to

tl.ìe nearest tenth Percent.
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sECTloN 10 020 Base yearrimits. untir July l, 1999, for each geograprric group the base year
operating costs limits r¡ust be detelmined accolding to items A and B. Nó r.edðterÅination of ihe bar"year operating costs Ìirnits shall be made due to audit adjustments or appeal settlement. For purposes of
this section, a new base year is established fol'the rate year. beginningiuþ 1,1992, andJuþ'r, r'993.A. The adjusted care-related limits must be indexed as in sections 11.010 an¿ u.ózo. rne
adjusted other operatir'ìg cosr. lirnits r¡ust be indexed as in sections .030 and 1 1.040.

B The Department shalldisallow any portion ofthe general and administrative cost category,
excÌusive of fringe benefits and payroll taxes, that exceeds thJpercent ofthe allowable expenditules in all
oPerating cosf categories except fringe benefits, payroll taxes, ánd general and adminístrative as in
subitems (l)to(3). For the purpose of computing the arnouni of disallowed general and administrative
cost, the nursing faciJity's professiolal liability and ploperty insurance must bË excluded from the generaÌ
and.¿drnìnistrative cost category. For purposes ofìhis item, the term property insu¡ance m"uns gãne.ul
liabiÌity coverage for personal injury i.curred on the nursingfacility p¡opefty and coverage againi loss or
damage to the building buiìding contents, and the prop"rty-of otlr"rs on the premises of ìíre nîrsi¡g iacl¡ty.
Propefty ìnsurance does not incrude uny 

"ou".ug. 
for items such as automobires, Ioss of earni¡gi and

extrâ expenses.

. (1) If the mrrsing facirity's licensed beds exceed r95 ricensed beds, the gener.al and
administrative cost categol) limjtation shall be l3 percent.

. (2) If the nursing facility's licensed beds are more than I50 licensed beds, but less than 19ó
licensed beds, the general and administr,ative cost category limitation shall be 14 percent; o¡

(3) Ifthe nursìng facility's licensed beds is ress trran r5r licensed beds, the general and
administrative cost categoly limitation shali remain at l5 percent.

SECTION 10 030 Indexed limits. Until July t, 1999, the total care related operatirg cost limit and the
other operating cost limit must be determined under items A ancl B.

A The annual adjustment lactor 1'or case mix and other care related operating costs for the
current rcportjng yeal as deterrrìined in scction r0.0r0 must be crivided by the correspo"nding unnrut
adjustment faclor frrr the previous reporting year.

The annral adjustrrrent iãct,r- lb' otrrc' operating costs for tire cLrrrent reporting year as
delerminecl in Section 10.010 nrust be dividcd by the cou.es[trndìrg annuaJ a justmenì factá:for trre
plevìous reporling year.,

SECTION lT.OOO DETERMINATION OF OPDRATING COST PAYMENT RATN



STATE:MìNNESOTA
Effective: October l, 2017
TN: I 7-26
Apploved: fflAR0620lB
Supersedes: l'l-16(17-01,16-04, l5-10, 14-13,13-16,12-23,12-15, 12-11,11-26, 11-17,11-

13, I t-08, 0-25, l0-15, l0-13, 09-26, 08- I 8, 08- I 5, 07- 1 0, 0',7 -07, 06- 13, 05-14)

SECTION 11.010 Nonadjusted case mix and other care-related payment rate. UntilJuly 1, 1999,

for each nulsing facility, the nonadjusted case mix and othel care-r'elated payment rate for each resident

class must be detenr.rined accoldíng to items A to D.

A. The nulsing home's allowable histolical case mix operating cost standardized per diem must be

multiplied by the weight for each resident class.

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

weighted per diem established in item A.

C. Ifthe amount detelmined in item B for each resident class is below the limit for that resident

class and group item C, the nursing facility's nonadjusted case mix and other care-related payment rate

must be the amount determined in item B for each resident class.

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

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

must be set at the limit.

SECTION 11.020 Atljusted prospective case mix and other care-relâted pâyment rate. UntilJuly

1, 1999, for each nursing facility, the adjusted prospective case mix and other care-related paylnent rate

for each resident class must be the nonadjusted case mix and other care-related payment rate multiplied

by the case mix and othe¡ care-reìated adjustment factor'.

SECTION 11.030 Nonadjusted otheroperating cost payment rate. Until July 1,1999,rhe

nonadjusted otl'rer operating cost pay¡îent rate must be determined accorcling to items A ancl B.

A. lfthe allowable historical other opelating cost pel diern is below the ljmit fol that group the

nursing facllity's nonadjusted othel operating cost payment rate must be the allowable historical otlrer

operating cost pel diem.

B. tfthe allowable historical othel operat;ng cost per diem is at or above the limit for that group

the nursing facility's rronadjr"rsted other operating cost paymerìt rate must be set at thât lilnit.

SECTION I1.040 Adjusted plospective oth€r operâting cost payment rate until July 1, 1999.

The adjusted prospective other operatir'ìg cost payÍì'ìent rate must be detet nì;Íled according to items A to

C.
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A. Except as plovided in itern B, if the nursing facility's nonadjusted ofher operating cost payment
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rate is below tlìe limit for that gl oup, the nursing facility's adjusted prospective other operating cost
payment late must be the nonadjusted other operating cost payment rate determined in Section I1.030,
item A, multiplied by the other operating cost adjustment factor plus, for the rate years before July l, 1999,
an efficiency incelrtive equal to the difference between the other operating cost limits in each geographic
group and the nonadjusted other operating cost payment rate jn section 11.030, up to the maximum set
forth in Section 11.047, itern C.

B. For arry short length ofstay facility and any nursing facility licensed on June r, l9g3 by the
Depaltmeff to provide residential selvices for the physically handicapped that is under the limits, ihe
nursing facility's adjusted prospective other operatjng cost payment rate must be the nonadjusted other
operating cost payment râte determined in section 11.030, item A, multiplied by the other operating cost
adjustment factor determined in Section 10.010, item B, plus, for the rate years before Juþ 1,1999, an
efhciency incentive equalto the diffelence between the other opelating cost linits for hospital attached
nursjng facilities in eacli geog|aphic gr oup, and the nonadjusted other operating cost payment rate in
Section 11.030, up to the maximum set forth in Section 11.047, item C.

C. Ifthe nursing facility's nonadjusted other operat;ng cost payment rate is at or above the limit
for that group, the nulsing facility's adjusted prospective other operating cost payment rate must be the
nonadjusted other opelating cost payl.nent rate determined in section 11.030, item B, multiplied by the
other operatìng cost adjustment factor. determined in Section 10.010, item B.

SECTION 11.042 Efficiency incentive reductions for substandârd care. For late years beginning on
ol after Juþ l, 1991, the efficiency incentive established in Section 1l.047,item C, shall be reduced or.
elir¡inated for nursing facilitìes detennined by the Commissioner of health to have uncolrected or repeated
violations which create a risk to resident care, safety, or riglrts, except for uncorlected or repeated
violations lelating to a facility's physical plant. Upon being notified by the Commissio¡er of health of
uncolrected or repeated violations, the Cornmissioner ofhuman services shaìl require the nur.sing facility to
use effìcìency incentive paylnents to coll'ect the violations. The Coml¡issioner of hulran servicÀs shall
Iequire the nursing facility to forfeit efficiency incentive paynents for failu¡e to correct the violations.
Any forfeiture shali be limited to the amount necessary to correct the violation.

SECTION I1.046 chauges to nuruing fircility rcimbursement beginning July l, 1996. 'IÏe ¡ur.sirrg
facility reimbursemetrt changes jn itenrs A through G are effective for one rate year begi¡ning J¡ly l,
1996. In addìtion, the Deparlutent must determìlle nur.sitg facility paymet.ìt rates for this rate year without
regard to thc changcs in this section, tlre resull.s 0f whiuh will serve as the basis for allowed costs jn tlrc
fullurvhrg rate yeals.

A. Except fol pulposes ofthe computatiorl ofthe efficiency incentive in approved State plan
amendment TN 99-10, Section I 1.045, ¡tem D, which descl.ibed the methodologr for computing a nursing
facility's cfficiency incentive for rates on or afte| Jnly l, 1995, the operatiDg cost li¡¡its in Section 10.020,
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items A and B, and Section 16.138 do not apply.

B. Notwithstanding appr.oved State plan amendnrent TN 99-10, Section I1.045, item E, subitern

(2), which specified tlìat the Nul.sing Home Market Basket forecasted index for allowable operating costs

and per diems was based on the l2-lnonth peliod between the midpoints ofthe two reporting yeals

preceding the July l, 1995 rate year, the opelatiug cost )imits in Section 10.020, items A and B are indexed

for inflation as in Section 10.010, item B.

c. The hìgh cost nursing facility limit in approved State pìan amendment TN 99-10, Section

I1.045, iteÍr B, which described how the high cost limit was determined for the July 1, 1995 rate year,

does not apply.

D. The spend-up limit in approved state plan amendment TN 99-10, Section 11.045, item A,

subitem (2), which described the allowabìe operating cost per diern limit, ìs modified as in súbitems (1) to

(3).

(1) For those nursing facilities in each groupirg whose case mix A operating cost per diem is

at or above the median plus 1.0 standard deviation ofthe array, the nursing facility's allowable operating

cost pel.diem for each case mix category is limited to the lessel ofthe prior reporling year's allowable

operating cost per diems plus the inflation factol in appl'oved State plan amendment TN 99-10, Section

tì.0¿S, ñem ¡,, sLrUitem 1i¡, which specified that tlìe Nulsing home Market Basket forecasted index for

allowable operating costs and per diens was based on the l2-month period between the midpoints of the

two reporting yeari preceding the July 1, 1995 rate year, oI the current I epol'ting year's corresponding

allowable operatirìg cost pel diem

(2) For those nur.sing facilities in each grouping wbose case mix A operating cost per diem is

bçtween ,5 and 1.0 standatd deviation above the median ofthe an'ay, the nulsing facìlity's allowable

operating cost per diem for.each case mix category is limited to the lesser ofthe prior reporting year''s

uito*abÈ oper-àting cost per diems plus the inflation factor in approved State plan amendment TN 99-10,

Section I l.ô45, item E, subitern (2), clescribed in subitem (l), above, increased by one percentage point, or

the culrent leporting year's corl'esponding allowable operating cost per diem'

(3) For those nursing facilities ìn each grouping whose case nrix A opet'ating cost per diern is

equalto or. below .5 standard deviatio¡r above the median ofthe artay, the nursìng facility's allowable

operatìng cost per diem is linrìted to tlre lesser of the plior repot ting year's allowable operating cost pel'

dierns plus the inflatioli factol in apploved State plan amendment TN 99-10, Section I 1.045, item E,

subitem (2), described in subitenr (l), above, incl'eased by two percel]tage points, oI the current repolting

year's correspondhg allowable operating cost per diem.

E. A :rur.sing facility ìicensed by the State to plovide services for the plrysically handicapped
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shall be exempt from the care reJated portion ofthe limit in approved State plan amendment TN 99-10,
section I 1.045, item A, subìtem (2), which descrìbed the allowable operating cost per die'i limit.

F. Any reductions to the.combined operating cost per diem sha be divided proportionarþ
between the care-related and other oper.ating aort p", di"n,r.

. .. .G. Each nursing facility's payment râtc, except those lìursiug facilities whose payment rates are
established under Section 22.000, are increased by g.06per r.esident pår day.

SECTION I1.047 changes to nursing facility reimbursement beginning Júy r, 1997. The nursing
facility reimbursement changes in items A through L shalÌ appþ, i'the s"qu*"" .p""ifi"d, beginning JuÌy
I,1997.

. A. For rate years beginning on Jury r, 1997 or July l, r99g, the'ursing facirity,s a owabre
operating per diem foI'each case mix category for each rate year shall be limiteà as described below.

For rate years beginning on July 1,1997 or July l, 1998, nursing facilities shall be divided into
two groups, freestanding and nonfreestanding, within each geographic group. A nonfreestanding nursing
facility is a nursing facility whose other operating cost per dìem is subject to the limits containedln
Sections 20.025,20.030, or 20.035. All othel'nursing facilities shall be considered fr.eestanding nursing
facilities. All ntl'sing facilities in each grouping will be arrayed by their. allo\À/able case mix A ãperating
cost pe¡ diem. In calculating a nu.sing facirity's operating cost per diem for this purpose, the raw food
cost per diem lelated to plovidíng special diets that are based on t eÌigious beliefs, as detel.mined jn Section
8.020, item B, shall be excluded.

For those nursing facilities in each gr.ouping wl.lose case mix A operating cost per diem:

(a) is at ol below the median ofthe array, the nursing facìlity's alowabre operating cost
per diem for each case mix category shaìÌ be lirritecl to the lesser ofthe prior reporting yeaL's ulloiuUle
opelating cost per diem by cornputing nursing facirity payment rates based on thl payi.r"nt rate
methodology in effect on March l, 1996 (see approved State plan amendrnent Tn 9ô-t0, section 1r.045),
plus the irfìation f¿cto. as established in itern D, subitenr (2), increased by two percefta;e points, or the
clrrrent repol ting year's cor.t.esponding alìowablc opcrating cost pet. dienì; úr

(b) is above thc median ofthe atlay, the nursìng fäcility's allowable operating cosr per.
dienl for each cnsc nrix category shall l¡e rirrriLerr to the resscr ofìhe plior r.eporlirg year's a¡c,wable'
operatjng cost pel diems by conrputing nrrrsing facility payment rates based on the paymcnt ratc
methodoJogr in effect on Ma.ch l, I996 (see appr.oved stare plan anrendmenr TN 99- 10, Section I r .045)
plus the inflatìon factor as establishecl i¡r iteni D, subite'(2), incr.eased by one percentage point, or the
cuneÍìt leporting year's con.esponditrg allowable operating cost per diem.
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(c) For the purposes of tlris item, if a nursirrg facility repofis on its cost report a reduction

in cost due to a refund or credit for a l.ate year beginning on or after July l, 1998, the Depaltment will

incr.ease that facility's spend-up limit fol the rate year following the curl'ent late yeal by the amount ofthe

cost reduction dividea Uy its reiident days for the reporting year preceding the rate year in which the

adjustment is to be made.

B. For rate years beginnìng on July 1, 1997 or July 1, 1998, the allowable operatìng cost per

diems for high cost nuising facilities shall be lirnited as desclibed. After application ofthe limits in iteln A

to each nursing facility's operating cost per diems, nursing facilities sha1l be divided into two groups,

freestanding oi nonfr.àestanding, and arrayed within these groupings according to allowable case mix A

operat¡ng cost per dierns.

In calculating a nursìng facility's operating cost per diem for this pufpose, the raw food cosf per diem

related to prãviding spãcial diàts thit are based on religious beliefs, as determjned jn Section 8.020, item B'

shall be excluded.

For those nursing facìlities in each grouping whose case mix A operating cost pef diems exceeds 1.0

standard deviatiðn above the mediarr, the allowable operating cost pel diems will be reduced by three

percent. Fof tl.ìose nursing facilities in each grouping whose case mix A operating cost per diem exceeds

b.5 standard deviation above the median but is less than or equal to 1.0 standard above the median, the

allowable operating cost per diems will be reduced by two percent. However, in no case shall a nut'sing

facìlìty,s operating cost per diem be reduced below its grouping's limit established at 0.5 standard

deviations above the median.

C. Fol rate year s begìnning orr July 1, |997 or July l, 1998, a nursirrg facility,s efficicncy

i¡centivc shall be deter.mined by first computing the allowable cljfference, whiclr is the lessel of $4.50 ol'

the amount by which the facility's other operating cost limit exceeds its nonadjusted other operating cost

per dien.r for that rate year. Then, lhe efficiency incentive is conputed by:

(l)Subtractingtheallowabjediffelerrcefrom$4'50anddividirrgt|reresultby$4.50;

(2)Multiplying 0.20 by the ratio lesulting h'om subitern (1);

(3) Adding 0.50 to the result flom subitem (2); and

(4) Multiplying the result frou subitem (3) tìnres the allowable diffelence'

The nursing facility's efficiency incentive paynlent shall be the lessel of $2.25 oI the product obtained

through calculations of subitems ( 1 ) through (4).
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. D. For rate years beginning on Juþ 1, 1997 or July l, 199g, the forecasted pr.ice index for a
nulsing faciJity's allowable operating cost per diems shall bé detelrnined under subitems (t) and 1i) using
the change in the consumer price rndex - AI Items (united states city average) (cpr-ù);s toÀóast"a
by Data Resources, Inc The indices as forccasted in tlie fourth quafter ofthã caìendar.year preceding
the rate year shall be used.

(1)The CPI-U forecasted index for allowable operatìng cost per diems shall be based on the
2l--month period from the midpoint ofthe nursing facility's reporting year tò the midpoint ofthe rate year
following the reporting year.

(2) For rate years begimring on Juþ l, 1997 or July l, 199g, the forecasted index for
operating cost limits refened to in Section 10.010, item B, shaìl-be based on the cpl-u for the l2_month
period between the rnidpoints of the two repor.ting years preceding the rate year.

E' After appþi'g tbese provisions for the respective rate years, allowable operating cost per
diems shall be indexed by the inflation factor provided fJr in itelrr D, subitem (1), and t'h. nurrîng ruåitity,,
efficiency incentive as calculated in item C shall be added.

F' For the rate years begìnning on Jury l, 1997,Iury t, r 998, and Juþ r, 1999, a nursing facirity
iicensed for 40 beds effective May 1, 1992, with a subsequent increase of 20 Medicare/Medicaid cerlified
beds, effective January 26,1993, in accordance with an inclease in ricensur.e ;s e*"mpt rrom sectiol
I L046, iterns A to D, and Section I1.047, items A to D, respectively.

, G: For the rate year beginning July l,1991,for a nursing facility that submitted a proposaÌ after
lun'1ty..I3, 1994, involving replacement of 102 licensed and celtiired beds and relocation of thé existing
first faciJìty to a new location, tr'ìat \.'/as approved under the state's rïoratorium exception process, the
operating cost paymel'ìÎ rates for the new location shail be cleterrnined pursuant to Section 12.000. The
relocation approved undel the State's nìolatolium exception process, and the rate deternination allowed
undel thjs iteln must lneet tlte cost neutrality requilernents ofthe State's moratorium exception process.
Items A and B do not apply untir the second.ate year aftel tr're settre-up cost l.eport is fired.
Notwithstandilg Section 17.000, paynrents i¡r lieu ol real estate taxes aid special assessrne¡ts payable by
the new location, a non profil cotporatiorr, as palt of tax inclement financi¡g, slraJl be i¡cluded il ihe
payment ratçs detel lrri¡red Ltnder tlris sectìon for all subsequcnt Ì.atc ysars.

r.r rhe r'atc ycar begi,rrirrg J'ly r, r99i,for a nur.sing facirity ricensecr lbr 94 beds on
Septemhet 3fl, 1996 that applied in ocrober 1993 fol applovalofa'total replacement uhder r¡e state,s
rnoratoliunr exception process and cornpreted the appLòvea r.epraccnrcnt i; June 1995, the Dcpar.tment
shall compute tlle payment l ate with otlìer operatirrg cost spend-up limit urdel. item A. This airount is
i'rcreased by $3 98, and, after conlputirlg trre facirity's payr,ent rate accor.ding to trris Section, the



STATE:MINNESOTA ATTACHMENT4.I9-D (NF)

Ellective: October' 1,20'11 Page 5l
TN: 17-26
Approved: ft,|AR 06¿CIl]E
Supersedes: l7-16(17-01,16-04, l5-10, 14-13,13-16,12-23, 12-15,12-11,11-26, l1-17, ll-

13, I l-08,0-25, t0-15, l0-13, 09-26. 08-18. 08-15. 07-10. 07-07. 06-13. 05-14)

Depaltment shall make a one-year positive rate adjustment of $3. I 9 for operating costs related to the

newþ constructed total replacement, without application of ìtenrs A and B. The facility's per diem, before

the $3.19 adjustment, shall be used as the prior t'epolting year's allowable operating cost per diern for
paymeÍìt late calculation for the rate yeal beginning July 1, 1998. A facilþ described in this item js

exempt from item B for the rate years begimring July l,1997 and July 1, 1998.

L For the purpose of applying the limit ìn item A, a nursing facility in Kandiyohi Counry licensed

for 86 beds that was granted hospital-attached status on December 1, 1994, shallhave the prior yeâr's

allowable care-l'elated pel diem increased by $3.207 and the prior year's other opelating cost per diem

increased by 54.777 before adding the inflation in item D, subitern

(2), for the rate year beginnìng on July 1, 1997.

J. For the purpose of applying the limit stated in item A, a 117 bed nursìng facility located in

Pine County shall have the prior year's allowable other operating cost per diem increased by $1.50 before

adding the inflation in itern D, subitem (2), lor the rate year beginning on July 1, 1997.

K. For the purpose of applying the limit undel item A, a nursing facìlity located in Hibbing

licensed for 192 beds shall have the prior yeat's allowable other operating cost per diem increased by

$2.67 before adding the inflation in item D, subitem (2), for the rate year beginning on July l, 1997.

L. A 49bed nursing facilty located in Nolman County destroyed by the spring floods of 1997 is

eligible for total replacemeú. The nursing facility shall have its operating cost payment rates established

using the provisions in Section 12.000, except that the limits in items A and B of this section shallnot apply

until after the second rate year after the settle-up cost leport is filed. The property-related paymeú rate is

detelrnined pusual'ìt to Sectioir 16.000, takiÍìg into accoul'ìt arry federal or state flood-related loans or

grants.

M. (l) After corïputing the payment rate of the 302 bed nursing facility in Section I1.046, item

H, the Deparhnent must make a one-year rate adjustment of $8.62 to the facility's cor'ìtract payment rate

fol the rate effect of operating cost changes associated with the facility's 1994 downsizing project.

(2) The Depaftrnent must also add 35 cents to the facility's base propeúy related paynent

rate for the rate effect of reducing its licensed capacity to 290 beds fi'om 302 beds and must add 83 cents

to tJre facility's real estate tax and special assessn'ìent payment late for payments in lieu of real estate

taxes. The adjustnrents in this subitern must lenlain in ellect for the duratìon ofthe facility's contract.

SECTION 11.048 Changes to nursing facility reimburcement beginning July 1, 1998.

A. For the pulpose of applying the lhnit in Section 1 1 .04?, jtenl A, a nu|sing facility in Hennepi[
county licensed for' 181 beds orr Septenrber'30, 1996, has the prior year's allowable cale-teJated per dietn
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increased by $1.455 and the prior year''s other opelating cost per diern increased by $0.439 before adding
the inflation in Section 11.047, itern D, subitern (2), for the r.ate year beginning July 1, 199g.

B. For the purpose of applying the limit in Section 11.047, item A, a nursing facility in Hennepi¡
county licensed for 161 beds on September 30, 1996, has the prior year's allowable care-reJated per diem
increased by $1. 154 and the prior year''s other operatjng cost per diem increased by $0.256 befoie adding
the inflation ìn Section 11.047, item D, subitem (2), for the rate year beginnlng July l, 199g.

C. For the purpose of applying the limit in Section I 1.047, item A, a nursing facility in Ramsey
county )icensed for 176 beds on September' 30, 1996, has the prior year's allowable care-l.elâted per diem
increased by $.083 and the prior year's other operating cost per diem increased by $0.272 befor.e adding
the inflation in Section 11.047, item D, subiterr (2), for the rate year beginning July l, 199g.

D. For the purpose of applying the limit in Section 11.047, item A, a nur.sing facility i' Brown
county licensed for 86 beds on September 30, 1996, has the prior year's allowable care-related per.diem
jncreased by $0.850 and the prior year's ôther operating cost per diem increased by $0.275 before adding
the inllation in Section t 1.047, item D, subitern (2), for the rate year beginning July 1, 199g.

E. For the rate year beginning July l, 1998, the Depar.tment will compute the payment rate for a
nursing facility, which was licensed for 1 l0 beds on May l, 1997, was granted approval in January 1994
for a replacement and remodeJing project undel the moÌ atoriùm exception process and completed the
apploval replacement and remodeling project on May 14, 1997, by increasing the other operating cost
spend-up limit under item A by $1.64. Afte| computing the faciiity's payment rate for the rate year
beginning Juþ 1, 1998, accolding to thjs section, the Deparlment will nrake a one-year positive rate
adjustment of$.48 for increased realestate taxes lesultìng flom conpletion of the moratorium exception
project, without applicatìon of items A and B.

F. For the rate year beginning iuly l, 1998, the Department will compute the paymeú rate for a
nulsing facility exempted from the care-related limits unde| Section 20.030, with a minimum of three-
quaflels of its beds licensed to plovide residential services for the physically handicapped, with the care-
lelated spend-up limit of Section \1.047,iren A, increased by $13.21 for the r.ate year. beginning July l,
1998. rvithout application of Section I 1.047, itenr B. Fol ratc ycals beginning on or.after.July 1,999, the
Depaltment will exclude that ar.nount in calculating fhe facility's operatirg cost per diem for purposes of
applying Section I1.047, item B.

G Fol'thc ratc ycar hcgirrning Jrrly l, ì998, a nulsilg facìlity irr Carrb¡r, Minnesotä, Ìicensed for 75
beds will be re jmbursed without the linritation irrposed in Section 11.047, iten A, and for rate year.s
beginning on or afte| July l, 1999, its base costs will be calculated on the basis of its September 30, 1997
cost repol l.
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H. Effective July 1, 1998, the nursing facility reimbut'sement changes in subitems (l) and (2) will

apply in the sequence specified in this section.

(1) For rate years begimring on July 1, 1998, the opelating cost limits established by Section

10.020, item È, subitems (1) through (3); Section 16.138; and any previously effective corresponding limits

in state law or ruie do not apply, except that these cost limits will still be calculated for purposes of

determining efficiency in"entiv" per dien.rs in Section 11.047, item D. For rate years beginning on July 1'

1998, the tátal operating cost payn.ìeÍìt rates for a nulsing facility ale the greater ofthe total operâting cost

pây;ent rates dlternlilied unãer this section or the total operating cost payment rates in effect on June 30,

i998, subject to rate a justlneÍìts due to field audit or rate appeal resolution'

(2) For rate years beginning on July l, 1998, the operating cost per diem in Section 11.047,

item A, subitem (l), units (a) and (b), is the sum ofthe care-related and other opelating per diems for a

given case mix class. Any reductions to the combined operating per diem are divìded proportionally

between the care-related and other operating cost per diems'

I. For rate yeârs beginning on July l, 1998, the Department will modify the determination ofthe

spend-up limits in Séction 11.047, item A, by indexing each group's previous year's median value by the

fàctor in Section 11.0147, item D, subitern (2), plus one percentage poiú'

J. For.rate years beginning on July 1, 1998, the Department will modify the dete r.riration ofthe

high cost lirnits in Section t 1.047, item B, by indexirrg each gt oups previous year's high cost per diem lirnits

at-.5 and one standard deviations above the median by the factof in section 1l.047,ilelm D, subitem (2),

plus one percentage point.

SECTION 11.049 Changes to nuruing facility reirnbursement beginning July 1' 1999'

A. The base operatiÍìg rate is the rate for the l'ate yeal beginning July l, 1998'

B. For the rate year beginning July 1,1999,the Depa|tment willnake an adjustnrent to the totâl

operating paymefi rate foi.a nursing facìlity pajd by the plospective rate-setting methodology described in

Sections l-.0ôO to 21.000 or by the contlactual rate-setting methodology desclibed in Sectio¡r 22.000 that

submits a plan, approved by tlre Department, in accordance with subitern (2). Total operating costs will be

separated into cótirpensation-r elated costs ard alì othel costs. Colnpensation-l eìated costs include

saiar.ies, paytolltaxes, and ffinge benefits for all employees except maÍìagement fees, the administrator,

and centlal office staff.

(l) Fol the tate yeal beginning July 1, 1999, tlle payment rate is increased by 4 843

p"r""nt of 
"oir1p",1satior.ì-related 

costs and 3.446 pelcent of all othel operating costs. A nursing facility's

final 1998 Medicare cost report will be tlsed to calculate the adjustment
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(2) To receive the totâr operating payment rate adjustment, a .ursing facirity must appry
to the Depaltrnent. The application nrust contain a plan by which tire nur.sing facilityîilt ¿;sirit ute tte
compensation-related portion ofthe payment rate adjustment to employees of the nursing facility. For a
nursing facility in which the emproyees are represented by an exclusivà bargaìnìng repreãentative, an
agfeement negotiated and agreed to by the employer a'd the exclusive bargaining representative
constitutes the plan.

(a) The Depaltment wilJ leview the plan to ensure that the payment rate adjustment
per diem is used as provided ìn subitem (l).

(b) To be eligible, a 
'ursìng 

facirity must submit its pran for the compensation
distributio'by December 3l each year. A nursing facilþ rnay amend its plan for the secånd rate year. by
submitting a revised plan by Decernber 31,2000. Ifa nursing facility's plan for compensation distribution
is effective for its employees after July I ofthe year that the funds are avairable, the payment rate
adjustment per dier¡ shall be effective the same date as its plan.

(3) The payment rate adjustment for each nursing facility will be determined under
clauses (a) or (b).

(a) Fo. a nursing facility that leports sara'ies for registered nurses, Jicensed
plactical nurses, aídes, orderlies, and attendants separately, the Depar.tment will determine tl.ìe payment
rate.adjustment using the categories listed above multiplied by the rate incr.eases in subitern (l), and then
dividing the resulting amount by the nulsing facility's actual r esident days. Ìn determíni,.,g tli ãrnount of u
paylnent rate adjustment fol a nursing facility paid undel Section 22.000, the Departrnenlmust determi'e
the propol'tions ofthe nursing facility's lates that are compeDsation-related costs and all other operatitrg
costs based on its most recent cost report; or

(b) Fo| a nulsilg faciJity that does not report salaries for registered nurses, licensed
practical nurses, aides, orderlies, and attendânts separatery, the payment rate adjustment wi¡ be cornputed
using the_ nursing facility's total operating costs, separated into tire'categor.ies lisied above in proportiån to
the weighted average of all nursing läcilities deter.nrined under. subitenr (3), clause (a), multiplieå by the
mte increases in subitem (l), and then dividing the lesultirrg arnount by rhc nrrsirrg iucility,s äctual rcsitient
days.

C 'l'he salaty adjusl.rttenl per clicnr in Section 11.0'iU becarrre part ofthe opcrating paymellt r.ate
in effect on June 30, 2001.

. D. For tl.ìe rate year beginning July I, r 999, the foflowing nur.sing fac it jes are alowed a r.ate
inclease equal to 67 percent ofthe rate increase that would be allowed iisection 11.047,itemA was not
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applied:

(l) A nursing facility in Caruer county licensed for 33 beds and foul boardìng care beds;

(2) A nulsing facility in Faribault county licensed for 159 beds on September 30, 1998; and

(3) A nulsing facility ìn Houston county licensed for 68 beds on September 30, 1998.

These increases are included in each facility's total pâyment rates for the purpose of detennining future

rates.

E. For the rate year beginning July l, 1999, the following nursing facilities willbe allowed a rate

increase equal to 67 percent ofthe rate ìncrease that would be allowed if Section 11.047, items A and B
were not applied:

(1) A nursing facility in Chisago county licensed for 135 beds on Septernber 30, 1998; and

(2) A nursing facilþ ìn Murray county licensed for 62 beds on September 30, 1998.

These increases are included in each facility's total payment rates for the purpose of determining future

râtes.

F. For the rate yeal beginning July l, 1999, a nursing facility in Hennepin county licensed for 134

beds on September 30, 1998, will:

(1) Flave the plior year's allowable care-reiated pel diem increased by $3.93 and the prior

year's other operatíng cost per diem increased by $1.69 before adding the inflation in Section 11.047, item

D, subitem (2); and

(2) Be allowed a rate inclease equal to 67 percent of the rate iÍìcrease that would be allowed

if Section I 1.047, items A and B were not applied.

These increases a|e included in the lacility's total payment rate for the purpose of determinirrg future

rates.

SECTION 11.050 Changes to nurcing facility reimbursement beginning July 1, 2000.

A. The base operating rate is tlte rate for the rate yeal begirrlring July 1, 1998.

B. For the rate year begirnrìng July 1,2000, the Depaltment willmake an adjttsttnent to the fotal
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opelating payment rate for a nut sing facility paid by the prospective rate-setting methodology described in
Sections 1.000 to 21.000 or by the contractual rate-setting methodology described in Section 22.000 that
subnìits a plan, appr oved by the Department, in accordance with subitern (2). The operating payment rate
increases are applied to each nursing facility's June 30,2000, operatiug paytnent rate.

Total operating costs will be separated into compensation-related costs and all otl'ìer costs.
Compensation-related costs include salaries, payrolltaxes, and fringe benefrts for all employees except
management fees, the administrator, and centraloffìce staff.

(1) For the rate year beginning Juþ 1,2000, the payment l.ate is increased by:

(u) 3.632 percent of compensation-related costs;

(b) an additional increase for each case mix payment rate that must be used to
increase the per-hour pay rate of all efirployees except n.ìanagement fees, the administrator, and central
offìce staff by an equal dollar amount and to pay associated costs for FlcA, the Medicare tax, workers,
compensation premiums, and federal and state unemployment insurance, to be calculated according to the
following:

1. the Department calculates the arithmetic mean ofthe eleven June 30
2000, operating rates for each nursing facility;

2. Ihe Depafiment constlucts an array ofnursing facilities frorn highest to
lowest, accolding to the aritlmetic mean calculated in clause l. A numerical rank is assigned to each
facility in the alray. The facility with the highest mean is assigned a numelical rank of one. 1¡re facility
vr'ìtli the lowest mean is assigned a numel ical rank equal to the total nulnber of nur.sing facilities in the
array. All other facilities ale assigned a numer'ícal rank in accordance with theìr position in the array;

3. the amount ofthe additional late increase is $1.00 plus an amount equal
to $3.13 rnultiplied by the latio of tlìe facìlity's r.rumeric lank divìded by the nuniber of facjÌities in the
array; and

(c) 2.585 pelcent of all other opcl.ating costs. A nursing facility,s final
I999 Medicare cost report will be used to calculate the âdjustment.

Morrey receìved by a nulsirrg 1äcility as a resuh ofthe increase plovidecl by (b), abovc, lnust bc used onþ
fol' woge iucteases irnplcncntcd on or afler Jrrly 1, 201)(1, ancl lìu.tst lol. be Ltsed lor w¿lge increases
inpìemented belore then.

(2) "l o receive the total operating paymert rate adjustment, â nursing iacility must apply
to tl'ìe Depadmelìt. The application must contair'ì a plan by which tlìe lìrx,sing lacility will distrìbute the
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compensation-felated poltion ofthe paymet]t râte adjustment to employees ofthe nursing facility. For a

nursi'g facility in which the e'rployees are represented by an exclusive ba.gaining representative, an

agreetie't negotiated and agreàd to by the empìoyer and the exclusive bargaining representative

cãnstitutes the plan, but only if the agleement is finalized after May 16,2000'

(a)TheDepartmentwillreviewtheplantoensurethatthepaymentlateadjustment
per dien is used as provided in subitem (1)

(b) To be eligible, a nulsirlg facility must submit its plan for the compensation

distribution by Decemúer 3l each year. A nursing facility may amend its plan for the second rate year by

submitti'g a ievised plan by December 31,2000. lf a nursing facility's plan for compensation distribution

is effective for its employees after July 1 ofthe year that tlre funds are available, the payment rate

adjustment per diem shall be effective the same date as its plan'

(3) The payment rate adjustment for each nursìng facility will be determined under

clauses (a) or (b).

(a) For a nursing facility tl'ìat reports salaries for registered nurses, licensed

pt actical nurses, aides, orderlies, and attendants sepafately, the Deparlment will detelmile the payment

iate adjustment using the categories listed above rnultiplied by the rate increases in subitem (l), a'd then

dividini the resulti¡gln.rount by the nursing facility's actual resident days. ln determining the amount of â

payfireît r.ate adjusinent for a nursing facility paid under section 22.000, the Depaúment must determ¡ne

ihã proportions ãfthe nursìng facility;s rates tllat are compensation-l elated costs and a1l other operating

costs based on its most lecent cost report; or

(b) For.a nursing facility that does not report salaries for rcgistcred nurses, licensed

practical nurses, ûides, order.lies, and ãttendants separately,lhe payment râte adjustment will be computed

using the nursing facility's total operating costs, sepalated into the categories listed above ir propodion to

the ieighted av"erug" of ull nursing facilities determined under subitem (3), clause (a), multiplied bythe

rate incieases in suLitem (l), and then dividing the resulting amount by the nursing facility's actual resident

days.

C.Thesalar.yadjustrlentperdietninSectiot-tll.0T0becamepartoftlreopefatingpaymentrate
in effect on June 30, 2001.

D. For rate year.s beginning on or after July 1,2000, a ntrrsing facility in Goodhue county tl.ìat

was licensed for 104 beds on Februat'y I , 2000, shall have its employee pension benefit costs repolted ol.l

its Rule 50 cost report treated as PERA contributions for the purpose of computing its payment fates.

E. Foìlowing the determiuatiolt under ìtenr B, a facility ;n Roseau county licensed for' 49 beds,
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has its operating cost per diem incr.eased by the following amounts:

(1) case mix class A, $1.97;

(2) case mix class B, $2.1 l;

(3) case riix cìass C, $2.26;

(4) case mix cÌass D,$2.39;

(5 case mix class E, $2.54;

(6) case mix class F, $2.55;

(7) case mix class G, $2.66;

(8) case nix class H, $2.90;

(9) case mix class l, g2.97;

(10) case mix class J, $3.10; and

(11) case mix class K, $3.36.

These inc¡eases a¡e included ìn the facility's total payment Iates for the pur.pose of deteflnining future
Ìates.

SECTION I1.051 Changes to nursiug facility reimbursement beginning July 1,2001.

- A For tl.ìe late year beginnìng July l,200r, the Depaltrlent wiü provide an adjustment equarfo 3 0 peicent of tlre total operating payu]ent rate. The opelatirrg paynent rates in effect on June 30,2001
include the adjustrnent in Section I 1.070.

^8. , For rate years begirurìrrg on or after July 1,2001 and tbr,atllnissions occurring
on or after July 1, 200ì, the totarpayment 

'ate 
fo. the fr.st 90 paid days after. atr,rissirrr is:

(l) for thc first 30 paid tlays, 120 perccnt ofthe facility,s nreclical
assistance rafe for each case mix class; and

(2) for the next 60 paid days after.the first 30 paid days, 110
percent ofthe facility's rnedicalassistauce rate for eaclr case mix closs.

13,
16 (17-01, l6-04, l5-10, t4_13,13_16, 12_23,12_15, 11-

14)

t2-11, 11-26, t1-t7 ,

10,07-07,06-13,05-
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C. For rate years beginning on or after July 1, 2001 and for admissions occurring
on or after July 1,2001, beginning witl, the 9ls paid day after admission, the payment râte is the rate
otherwise determined under this Attachment.

D. Paytnents undet'item B apply to admissions occurling on or after Juþ 1,2001, and before
Juþ 1,2003, and to resident days occurring before July 30,2003.

E. For the rate year beginning July 1,2001, the Depaftment vr'ill adjust the
operating payment rates for low-rate facilities. For each case mix level, if the amount computed under
item A is less than the amount ofthe operating payment rate talget levelfor July 1,2001, below, the
Departrnent will make available the lesser of the amount ofthe operating payment rate target level for Juþ
l, 2001, or an increase of ten percent over the rate in effect on June 30,2001, as an adjustment to the
operating paymeÍìt rate. For the purposes of thìs item, facilities are considered metro if they are located in
Anoka, Carver, Dakota, Hennepin, Olmsted, Ramsey, Scott, or Vy'ashington counties; or in the cities of
Moorhead or Brekenridge; ol in St. Louis counry, nofth of Toivola and south ofCook; or in Itasca county,
east of a north south line two miles west of Grând Rapids.

Operating Payment Rate Target Level for July 1, 2001

Case Mix Classification Metro
$76.00
$83.40
$9 r .67

s99.51

$107.46

$107.96
9t14.61
s126.99
$131.34
$138.34
$152.26

Nonmetro
s68.13

$74.46
$81.63
$88.04
$94.87
$9s.29
$100.98
sl I1.31

$1r5.06
$120.85
$133.10

B
C
D
E
F
G
H
ì
J

K

E. Fo¡ Îhe rate year beginning July 1, 2001, two-thirds ofthe nroney resulting from the rate
adjustment under item A, and one-half of the r.noney lesulting from tl're rate adjustment under iterrs B
tllrougl.ì D, nrust be used to ir.lcrease the wages and benefits and pay associated costs of aÌl employees
except nanagenìent fees, tire administrator, and centralolfice staff.

(l) Money received by a faciiity resulting flom the rate adjustments under
itens A thlough D lnust be used only for wage and benefit increases implemented on or aftel July 1,2001
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(2) A facility may apply for the poÌtions ofthe rate adjustments under this item. The
application must be made to the Depaltment and contain a plan by which the facility willdistlibute the
funds to its employees. For a facility in whicli the employees are represented by an exclusive balgainìng
representative, an agreement negotiated and agreed to by tlìe employer and the exclusive bargaining
l'epresentative constitutes the plan, if the agreement is finalized after June 30,2001.

(a) The Depaúnent willreview the plan to ensure that the rate adjustrrents
ale used as requiled in this item.

(b) To be eligible, a facility must submit its plan for the wage and benefit
djstribution by December 3i, 2001. Ifa facility's plan for wage and benefit distribution is effective for its

employees after July 1,2001, the portion ofthe rate adjustments are 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 departments, provided
that the facility and the hospital share common ownership and adjustments for hospital services using the
diagnostic-related grouping payment rates per admission undel Medicale are less than three percent
durhg the 12 months before July 1,2001. lfa hospital-attached facility meets these qualifications, the
difference between the rate adjustments approved for nursing facility selvices and the rate increase
approved for hospital services may be permitted as a distrìbution in the hospitalattached facility's plan

regardless of whether tlie use of the funds is shown as being attributable to enipJoyee hours wolked in the
facility ol employee houl s worked in the hospital.

F. Notwitlistanding Sections I .020 and 18.020, upon the request of a facility, the Depaftment
may authorize the facility to laise per diem rates for private-pay residents on Juþ 1 by the amount
anticipated to be lequìr'ed upon jmplementation of the rate adjustments allowable under items A tlirough D.
Untilthe rate is finalized, the Department willrequire any amounts collected, which must be used as

provided ìn this item, to be placed in an escrow account established for this purpose with a financial
illstitution that provides deposit insurance. The Deparlment shall conduct audits as necessary to ensure
that:

(1) the amounts collected are letained in escrow ùntil rates are increased to reflect
the wage-r'elated adjustment; and

(2) any ân'ìounts collected fronr private-pay resjdenls in excess ofthe fiÌrol rate ale
Iepaid to the pfivate-pay residents with iÍìterest.

G. Fol late yeals beginrring on or after July 1,2001 , 
jn calculating a facility's operating cost

pel diem fol the pulposes of constructir'rg ân array, determining a median, ol otherwise performing a



STATE: MINNESOTA
Effective: Octobel I, 20 1 7

ATTACI IMENT 4. I 9-D (l\lF)
Page 6l

il;,Í-ï r'¡AR o62,,rs

Supersedes: 11-16 (17-01, 16-04, 15-10, l4-i3
13, I l-08, 0-25, 10-15, 10-13, 09-

,ll
07,

statistical measure of facility payment Iates to be used to detet'mine future rate increases, the Depafiment

willexclude adjustments for law food costs under Section 8.020, item B, that ale related to providing

special diets based on religious beließ

SECTIONll.052ChangestonursingfacilityreimbursementbeginningJulyl'2002'

A. For the rate year beginning July 1,2002, the Department will provide an adjustment equal

to 3.0 percent ofthe total operating payment rate. The operating paymeú lates in effect on June 30,2001

ìnclude the adjustment in Section 1 1.070

B.FortherateyearbeginningJuþl,2002,theDepaftlnentwilladjusttheoperatingpaymenl
rates for. low-rate facilities. Fol eacli case mix level, if the âmount computed under item A is less than the

amount ofthe operating payment rate target level for July 1,2002, below, the Depaftment will make

available the tess". of thå operating payment rate target levelfor J]uly 1,2002, or an increase often

percent over the rate in effãct on June 30,2002, as an adjustment to the operating payment râte. For the

purpores of this item, facilities are consìdered metl o ifthey meet the requiremeÑs in Section 11.051, item

D.

Operâting Pâyment Rate Target Level for July l' 2002

, t3-16, 12-23, 12-15, 12-1t
26, 08-18, 08-1 5, 07-10, 07.

.26,11-17, 1l-
06-13,05-14)

Case Mix Classification Metlo
$78.28
$85.91

s94.42

$102.50
$1 10.68

$1 I 1.20

$l 18.1 I

$130.80
$135.38

sl42.49
$156.85

Nonmetro
$70.51

s77.16
$84.62
s91.42

$98.40
$98.84
$104.7'1

$1 15,64

$l19.50
$125.38
st31.'17

B
C

D
E
F
G

H
I
J

K

c. For tlte fate year. beginning July l, 2002, two-thil ds of the money resulting fi'om the rate

adjustment under item A, and oneJralf of ttre money restìlting from tlre rate adjustment under Section

I I .05l, items B and C and iten B of this Section, must be used to increase the wages and benefrts and

pay u.Áocirt"d costs of all enrployees except maÍìagelnent fees, tlle administrator, and cetltt'al office staff

(1) Money received by a facility resulting fi'om the rate adjustments uÍìder
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item A, section 11.051, items B and c and ìtem B ofthis Section must be used onþ for wage and benefit
increases implenented on or after July 1,2002.

(2) A facìrity may appry fol trre poftions of tre rate a justments under this item. The
application must be made to the Depaftment and contain a plan by which tÀe facility will distribute the
funds to its etnployees For a facility in.which the employees are represeúed by an exclusive bargai'rng
representative, an agreement negotiated and agreed to by the emproyer and the excrusive bargainiãg
representative constitutes the plan, ilthe agreement is finalized uit"i th. dut. of enactrnent oiall iníeases
for the rate year.

(a)
are used as required in this item.

The Departrnent willreview the plân to ensure that the rate adjusftients

(b) To be elþible, a facility must submit its plan for the wage and benefrt
distribution by December 31, 2002. If a faciJity's plan iol wage and benefrt disÍibution is effective for its
employees after July 1,2002, the portion of the raie a ;ustrneits are effective the same date u. it, jun.

(3) A hospital-attached facility may include costs jn its distribution plan for wages and
benefits and associated costs of employees in that organization's shared services depajme¡ts, projáed
tlrat the facility and the hospital share colrmon owÍìership and adjustments for hospiial services using the
diagnostic-related grouping payrneÍìt rates per admission under Medicare u." i"r. ihun tr1r." p.r."ni
duÌing the l2 months befole Juþ 1,2002. If a hospital-attached facility meets these qualificaiions, the
differenc-e-between the rate adjustments approved for nulsing facility services and the rate increase
approved fol hospital services may be perrnitted as a distribu;olr in the hospital-attached facility,s flanregardless ofwhether the use ofthe lunds is shown as bejng attlibutable tó ernployee hours wårked in the
facility ol employee hour.s worked in the hospital.

D Notwitbstandhrg sections r.020 and 1g.020, upon the r.equest ofa facility, the Department

'ay 
autl'ro.ize the facility to raise pe. diern rates for pr.ivate-páy r.esidenti on Jury t by the amouni

anticipated to be required upon implementation ofthe rate a 
-¡r.tn.r"nts 

allowable under jte¡r A, Section
I1 051, items B and c, and item B of this section. until rhe iate is finaiized, the oepartment witt rrllire
âr'ry anìounts collected; wlrich rnust be used as provìded jn this itenr, to be placed i,., un es"row u"count
established for this purpose with a financial jnstitution tlìat plovides dcposit insurance. 'lhe l)epartment
shall conduct audits as t]ecassary to ensltre that:

(1) tllc anlollllts coilcctcd ate letained in escrow unti¡ râtcs ar.e increased to rellecL
the wage-t elated adjustment; ancl

(2) any amounts collected fi'otn plivate-pay resider'ìts in excess ofthe final ¡ate arc
repaid to the private,pay Ì.esidents wìth itrtel.est.
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E. Each facility paid pursuant to Sectìons 1.000 through 22.000 receives an
increase in each case mix payment rate of $1.25, which is added followìng the determination of the
pâymeÍìt rate for the facility. This increase is not subject to arry annual percentage increase.

SECTION 11.053 Changes to nursing facility reimbursement beginning June 1,2003.

Each facility paid pursuânt to Sections 1.000 through 21 .000 receives an ircrease in each case mix
payment rate of $5.56, which is added following the determination of the payment rate for the facility.
This increase is not subject to any annual percentage ìncrease. For facilities with board and care beds, the
increase is equal to $5.56 multþlied by the ratio of the number of nursing home beds to the number oftotal
beds.

SECTION 11.054 Changes to nursing facility reimbursement beginning July 1,2003.

A. For rate years beginning on ol after July 1,2003 and for admissions occurring on or after
July l. 2003. the lotal payment rate is:

(l) for the first 30 calendal days after admission, 120 percent ofthe
facility's medical assistance rate for each RUG class; and

(2) beginning with the 3l"t calendar day after admission, the rate otherwise
determined under Sectiol.ìs 1.000 thlough 21.000.

B. For rate years beginnìng on or after Juþ 1, 2003, facilities' July I operating payment rate is equal
to theil operating pay¡nent rate in effect on the priol June 30.

SECTION 11.055 Changes to nursing facility reimbursement beginning January 1,2004.
Effective January 1,2004, the rates under Section I1.054, item A, subiten (1) are not allowed ifa resìdent
has resided dulilg the previous 30 calendal days in:

(l) the same facilìty;

(2) a lacility owned or opelated by a related palty; or'

(3) a facility or palt ofa facility that closed or, effective Augùst 1,2004,
was in the process of closing.

SECTION 11.056 Changes to nursing facility re imburscment beginning July 1,2005
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A. MedicaÌ Assistance provides for an additional annualpayment for: 1) State FiscalYear
2006 (July 1,2005 through June 30,2006), which includes a Department payrrreff made for that state
fiscal year and distributed by a sponsorìng institution prior to October l, 2006; and 2) State FiscalYear
2007 (Jnly 1,2006 through June 30,2007), which includes a Department payrnent made for that stâte
fiscalyear and distributed by a sponsoring institution prior to October 1, 2007, to Medical Assistance-
enrolled teaching nursing facilities. The Medical Assistance payment is increased according to the sum of
items A through C:

( 1) (Total amount available for this purpose in the Minnesota Medical Education and
Research Trust Fund, minus $4,850,000, divided by the stâte matching rate), multiplied by .9, multiplied by
.67, multiplied by [(the numbel of full-time equivalent trainees at the facility Í]ultþlied by the average cost
per trainee for all sites) divided by (the total tlaining costs âcross all sites)1, for each type of graduate
t'ainee at the clinical site.

(2) (Total amount available for this purpose in the Minnesota Medical Education and
Research Trust Fund, minus $4,850,000, divìded by the state matchjng râte), multiplied by .9, multiplied by
.33, multþlied by the ratio of the facility's public progranì revenue to the public program revenue for all
teaching sites.

(3) (A potion ofthe total ainouú available for this pulpose in the Minnesota
Medical Education and Research Trust Fund minus $4,850,000), divided by the state matching
rate, multiplied by.10, multiplied by the provider''s sponsoring institution's ratio ofthe amounts
in subitems (1) and (2) to the total dollars available under subitems (l) and (2), in the amount the
sponsoring institution determines is necessary to offset clinicaÌ costs at the facility.

In accordance with Code of Federal Regulations, title 42, section 447.253(b)(2), this payment will not
exceed the Medicare upper Iimit payrnent and charge limits as specified in Code of Federal Regulations,
title 4, section 447 .272.

B. Pursuant to subitems (1) tlrrough (3), the opelating payment late for each facìlity paid pursuant to
Sections L000 through 21.000 is incleased by 20 percent nrultiplied by the ratio ofthe numbel ofnew
sìngle-hed rooms cleatecl, divìded by the number of active beds on July 1,2005, for each bed closure
lesulting ìn the creation ofa single-bed roon aftel July 1,2005.

(1) The Departrnent may inrplement tate ad¡¡stments for Lrp to lì,000 new single-bed roons
each fiscal year.

(2) !ol eligible bed closules lor which the Departnìent leceives a notice fiom a facility during
a calendat quarler that a bed has been delicensed and a new sirrgle-bed rooln has been established, the
late adjustlnent is effective on the first day ofthe second month following that calendar quarter. Fol'
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single-bed rooms established after August 1,201':',the fate adjustment is effectìve on the first day of the

,ooîth of Junuury or July, whichever oiculs first, following the day on which a bed has been delicensed

and a new single-bed room has been established.

(3) A facility is prohibited from discharging residents for purposes of establishing single-bed

rooms. À'facilþ must submit documentation to the Department cefiifying the occupancy stâtus of beds

ctosed to create single-bed rooms

SECTION 11.05? Changes to nufsing facilily reilnburs e ment beginning octobcr 1, 2005.

A. For the rate period beginning october 1,2005, each facility paid pursuant to sections 1.000 _
tlrr.ough 21.000 r.eceives an adþstment eEtallo 2.2553 percent ofthe total operating payment rate. The

adjustment is distrìbuted according to items B through D, below'

B'ExceptasprovidediniterrrC,T5Yooffhemoneyresultingfromtherateadjustmentmustbeused
to increase eÅployã" wag"s, benefits and associated costs and must be implemented on or after the

effective date ;f the rate increase. "Employee" does not include management fees, the administrator, and

central offìce 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 to\ryafd the anrount tequired to be spent on the items in

item B. These costs lrìust be repofted to the Depadment'

D, A facility may apply for Ihe 1syo portion ofthe rate adjustment for employee wages' benefits and

associatecl costs. 
.¡nà 

apptication must be n'ìade to the Depaltlnent and contaìn a plan by which the

facility will distr.ibute the- iunds according to items B through c. Fol a facility in which thc cmployees are

,epr",entedbyancxclusivebar.gainingrepresentative,anagleementnegotiatedandagreedtobyflre

",rployer 
undih" exclusive bargaìning 

'epresentative 
constitutes the plan, if the ageen.ìent is finaljzed

aftår tiat date ofenactment of all increases for tl.ìe late period and signed by botlì paÍies prior to

subrnissiorì to the Department.

(l)TheDepal.tmentwil|reviewtheplantoel']Sufetlraltherateadjustmentsareusedas
lequiled in items B thtough C.

(2) To be eligible, a facility niust subtnit its distl.ilrution p|arr by March 31, 2006. Il a facility,s

distr.ibutiàí plan is effective aftel the fir'st day of the applicable rate period that the funds are available, the

rate adjustû'ìents are effective the same day as the facility's plan'

(3)TlreDepartmentnrustapproveordisappr.ovedistrìbutionplansonor.beforeJune30.2006.
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sECTloN 11058 changes to nursing fac'ity reimbumement beginning october r,2006.

Effective october 1,2006, a lacility that elects to have its rates determined under sections 1.000 through
21.000 ofAttachment 4.r9-D wi continue to be paid the ¡ate in effect for.r.ate year octouer r, zóós
through September 30, 2006.

sECTloN 11060 Total operating cost payment rate. Through June 30, 1999, the nursing facility,s
total operating cost payment rate must be the sum ofthe a justed"prospective case mix and other care-
¡elated payment rate dete.mined in section .020 and the ád¡usteä other.operating cost payrnent raá
deternrined in Section I 1.040.

sEqrloN I1 070 salary adjustment per diem. Effective July r, 1998, rhe Depafiment shallmake
available the appropriate salary adjustment per diem calculated in item R through b to the totalopelating
cost pâyrnent tate of eacrr nursing facirity subject to payment under this attachÃent, ;ncnaing seåtiån22.000' 'lhe salary adjustment per diem for eacrr nuising facirity must be determined as folows:

. . A' For each nursing facilþ that repoús salaries for registered nulses, iicensed practical nurses, and
aides, orderlies.and attendants separately, the Department Jimll determine the salury ud¡ust,r,ent fer'dierr.,by multiplying the totar sararies, paylol taxes, andfringe benefits alowed jn 

"ucr., 
operuiing 

"ost "uæg*y,except managenent fees and administrator and central office salaries and the related payiolltu*es a'ndfringe benefits, by 3.0 percent and then dividing the resuiting amount by the nursing faiiriy,, u.tuur
lesìdent days.

B For each.nursing facility that does not report salaries fol legister.ed nu.ses, licensed practical
nurses, aides, orderlies, and attendants separately, the salary adjustinent per diem is the weiglrted aver.age
salary adjustmeú per diem increase determined undet.item A.

-. 
C A nulsing facility n.ray apply for the salary adjustment per diem calculated under items A and B.The application must be made to rhe Depafiment ani contain á plan by which the tacitity will distribute the

salary adjushrent to ernpl0yees of the- lacirity. rn order to appry fo* saJary adjustment, a facility
'einrbulsed 

pursuant to section 22.000 must repor.t the ¡nfor.maiion requir.ei hy ìtems A oL B in trre
application, in the nranner specified by the Depafir'ìenr. For faciiities ln wh¡crr the 

",rrproyee, 
ure

rep'esented ì:y a'exolusive bargaining.ep'esentative, ân agfeemellt negotiated and agr.eed to by the
entployel ancl re exclusive bargaining rcpl.cscntative, afterìLrly r, r99g, rnay constitr¡tã tm pnniirr:itre
salary clistribution. Tlìe Depaltment will leview thç plan to 

"n.'u. 
that the saiary adiust,nei per.dicnr is

Ilsed 
-solcly 

to incl€ase tlìe cornpensation of facility enrp/oyees. To be eligible, a facility rnust subrnit its
plan for the salary distlibtttion by December' 31, 1998. If; lacility's plan ior.salary disiribution is effectivefor its employees after July l, 1998, the sâlary adjustuìent cost pel diàrr is effective tne same ¿are as ìtsplan.
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D. Additional costs incurred by facilities as a result of this salaly adjustment are not allowable costs

for purposes ofthe September 30, 1998 cost repod

SECTIoN12'000DDTERMINATIONoFINTERIMANDSETTLE-UPOPERATINGCOST
PAYMENT RATES

SECTION 12.010 Conditions. To receive an interim paymefi fate, a nursing fàcility must comply with

tl.ìe l.equirements and is subject tÒ the contlitions in section 16.140, items A to c. The Department shall

deter;ine inter.im and settle-up operating cost payment lates for a newly constructed nursing facility, or

one with an increase in licensed capacity of 50 pel'cent or more according to Sections 12 020 and 12 030'

SECTION 12.020 Interim operâting cost pâyment rate. Notwitl.ìstanding sections 8.000 through

I 1.000 that \ryel e effective until July 1, 1999 (or Section 8.010 that was elfective until July l, 2001), for the

l.ate year or portion of an interim period beginning on or after July 1, 1987, the interim total opelating cost

payment rate must be determined accolding to Sections 1 000 to 15 000, except that:

A. The nursing facility must pl.oject its anticipated resident days for each resident class The

anticipated residenidays ior each resident class must be rnultipìied by the weight for that resident class as

l¡sted jn Section 13.000 to determine the anticipated standardized resident days for the repoding period'

B. The Department shalluse anticipated standardized resident days in determining the allowable

historical case mix operating cost standardized per dierr'

C. The Department shall use the anticipâted resident days h determining both the allowable historical

other care-relatld oper.ating cost pel diem and the allowable histttt ical othel opelatillg cost per diem.

D. The annual adjustment factors determined in Section 10.010, urust not be appÌied to the nursing

facility's allowable historical pel diems as provided in Sections I1 020 and I1 040'

E. The efficiency incentive in Section 11.040, items A or B, must not apply'

SECTION 12.030 Settle-up operating cost pâyment rate. The settle-up total operating cost payment

Iate nust be determined according to items A to C

A. The Settle-up operating cost paymeff rate for interim per.iods before July l, 1987, is subject to tlre

lule parts tl'rat were in effect during tlre interill pel'iod'

B. To determine the settle-up operating cost payfi'ìent rate for intel im periods or the potlion of an

interirri peliod occulring aftel Juþ l, 1987, subitenìs (1) to (7) must be applied'
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(1) The standardized lesident days as determined in Section 9.020 must be used fo¡ the interìn'
period.

(2) The Departrnent shall use the standardized resident days in subitem (l) ìn determinìng the
allowable historical case mix operating cost standardized per. diem.

(3) The Depaltment shall use the actual resident days in determining both the allowable historical
other car€-reÌated operating cost per diem and the airowabre historicaÌ other operating cost p"r ci"m.

(4) The annual adjustment factors determined in Section 10.010 must not be applied to the nursing
facìlity's ailowable historical per diems.

(5) The efficiency incentive jn Section 11.040, items A or B, must not apply.

c For the nine-month period foflowing the settle-up repoftìng period, the totar operating cost payment
rate must be determined according to item B except that th; efficlency incentive as 

"orpui"a 
;n d""tlon

1 1.040, item A or B, applies.

. 
D.' 

. 
Tle total operating cost paynent rate for trre râte year beginning July l folowing the nine-month

peliod in item C must be deten¡ined under Sectìons O.OOOio tO.OiO.

E A newly-constt ucted nut'sing lacility or one with an increase in licensed capacity of 50 percent or
lulol'e nust col'ìtinue to receive the interi'''_ total operating cost payment rate untíl tl.ìe s"itle-up tótul
operating cost paymeff rate is deterurined under this subpar.t. 

-

SECTION 14.()OO RESIDENT CLASSDS, CLASS WEIGHTS AND RESIDENT ÄSSESSMI'NT
SCHEDULES.

SECTIoN I4 010 Resident classes A. Elfective January 1,2012, r'esident classifications al.e based on
the Mininum Data set (MDS), version 3.0 assessment instlurnánt, ol its successor., nrandated by the
Centets lol Medica¡e & Medicaid Selvices. 'lÏe Departnent of Health establishes resident classes
according to thc 48-group, Resource Utilizltjon Group, version IV (RUG IV) model. ln addition to the 4g-
gtoup RUGIV classes, tl'ìere are penalty and default classcs. Resident classes are established based on
the individual itelns on the MDS and tr.tust be cornpieted accoldíng to the facility rnarrrral for case mix
classifir:atio¡l issrrecl by thc Deparhltetìt ol Health.

B Each resident must be classified based on the infolnration fi'orn the MDS accolcling to general clo'ains
as de1'ìned ìn tlre facility 

'ranuar 
for case mix classification issued by the DepaÌ1,ÌeÌrt or Hárt¡.
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SECTION 14.020 class weights, The Deparhnent assigns a case mjx index to each resident class

based on the Centers for Medicare & Medicaid Services' staff time measurement study An index

maximization appr.oacl'ì is used to classify residents. Residents are classifìed into the class for which they

qualify that has the highest case mix value.

A. The Department assigns case mix indices to each resident class according to subitems (1) to

(s0)

( t)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(e)

(10)

(11)

(t2)

(13)

(14)

Class ES3, 3.00;

Class F52,2.23;

Class F'51,2.22;

Class RAE, 1.65;

Class RAD, 1.58;

Clas RAC, 1.36;

Class RAB, 1.10;

Class RAA, 0.82;

Class HE2, l.88;

Class HEl, 1.47;

Class HD2, 1.69;

Class HDl, 1.33;

Class HC2, 1.57;

Class HC1, 1.23;
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(rs)

(16)

(t7)

(18)

(1e)

(20)

(2t)

(22)

(23)

(24)

(2s)

(26)

(27)

(28)

(2e)

(30)

(31)

Class HB2, 1.55;

Class HBl, 1.22;

Class LE2, 1.61;

Class LE1,1.26;

Class LD2, 1.54;

Class LD1, 1.21;

Class LC2, 1.30;

Class LC1, 1.02;

Class LB2, 1.21;

Class LBl, 0.95;

Class CE2, 1.39;

Class CEl, 1.25;

Class CD2, 1.29;

Class CD1, l.l5;

Class CC2, 1.08;

Class CC1, 0.9tí;

Class CB2, 0.95;
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(32)

(33)

(34)

(3s)

(36)

(37)

(38)

(3e)

(40)

(41)

(42)

(43)

(44)

(45)

(46)

(41)

(48)

Class CB1, 0.85;

Class C42,0.73;

Class CAl, 0.65;

Class BB2, 0.81;

CIass BBl, 0.75;

Class BA2, 0.58;

Class BAl, 0.53;

Class PE2; 1.25;

Class PEl, L 17;

Class PD2, 1 .15;

Class PD l, 1.06;

Class PC2,0.91;

Class PC1, 0.85;

Class PB2, 0.70;

Class P81,0.65;

Class PA2, 0.49;

Class PA l, 0.45;
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(49) Ctass AAA, 0.45 (penalty);

(50) Ctass DDF, 1.00 (default).

SECTION 14.030 Resident assessment schedule. Nursing facilities must conduct and electronically
submit to the Depaftment of Health case mix assessments that confol.m to the assessment schedule
defined in Code ofFederal Regulations, títle 42, section 483.20, and published by the Cefters for Medicare
& Medicaid Services in the Long Telm care Assessmer'ìt Instl.ument user,s lt4anual, ve¡sion 3.0, and
updates wlren issued by the Centers for Medicare and Medicaid Services. The Departrrent of Háalth may
substitute successor centers for Medicare & Medicaid Services' manuals or quesiion and answer
documents to replace or supplement the current versjon ofthe tnanualor document.

A. The case mix assessments used for Minnesota,s case mix classifications are:

(l) New adn.rission assessments, which must be completed by day l4 following admission;

(2) Annual assessmerfs, which must be completed within 366 days of the last
conrprehensive assessnìent;

(3) Significant change assessmeús, which must be completed withh 14 days ofthe
identìfication of a significant change; and

(4) Quar.ter.ly assessinents, which must be co'ipleted followi'g 
'ew 

admission
assessments, annual assessments, and significant change assessÍneÍìts (if significant change assessmefts
have been made). Each qua.terly assessment must be compreted withi' 92 àays of the prãvious
assessment.

B. (l) A facjlity nlust submit to the Departrnent of Health an initialacjmìssion
assessrlent for all residents who stay in the facìlity ìess than l4 days.

(2) Notwlhstünd¡ng subitcm (l), in lieu of subnritting a initiäl âdmission assessment, a
facility may elect to accept a default late with a casc m jx indcx of 1.0 for all lacility leside¡ts who siay
iess than l4 days. Residents \À/ith a stay of less tlran 14 days who are adnlittcd ro à nrrÍsing facìlity that
mâkes this clcction for all stays ol Jess than 14 days will be assigned a RUG case ¡ix clasiification code
of DDF.

(3) Nursing facilities r¡ust elect one of the options in subitems (l) and (2) wirh the
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Department of Health on an annual basis. TÌre election will be effective on the followìng July l.

C. Residents who are adn.ritted and readmitted and leave the facility on a frequent basis and for
whom readmission is expected may be discharged on an exteÍìded leave status. This status does not
requile reassessrnent each time the resident returns to the facìlity unless a significant change in the
resident's status l'ras occurled 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 complefe or submit an assessment for a RLIG-IV classification
within seven days ofthe time requirements according to the schedule in item A is subject to a reduced rate
for that resident. The resident fol whom the facility failed to complete or subrnit an assessment within the
tìnie lequired will be assigned a RUG case mix classification code AAA. The leduced rate is the lowest
rate fol that facility. The reduced rate is effective on the day of admission for new admission assessments
or on the day that the assessment was due for all other assessments and continues in effect until the first
day of the month following the date of submission of the residenfs assessment.

(2) lf loss ofrevenue due to penaltíes incurred by a facility for ary period of 92 days are
equal to or greater than 1.0 perceff ofthe total operating costs on the facility's most recent annual
statistical and cost report, a facility may apply to the Commissionel of Human Services for a leduction ìn
the total penalty amount. Effective August 1,2017, a facility may apply to the Commissioner for a
¡'eduction ìn the penalty amount if loss of revenue is equal to or greater tl.nn . I percent of total operating
costs. The Commissionel of Human Seruices, in consultation with the Coi¡missioner of Health, may, at tl'ìe
sole discretion of the Commissioner of Hunran Services, linit the penalty for residents covered by nledical
assistance to 15 days. Effective Augìist 1,2017, the Commissionel rray limit the penalty to 10 days.

E. Resìclent leinbuLseurent classifications wìll be effective:

(l) The day ofadmission for new admission assessments.

(2) The assessment reference date, which is the last day ofthe MDS observation
peliod, for significant change assessments.

The first day oi the month loilowing the assessneÌìt reference date for annual
and quarterly assessn]ents.

SECTION i4,040 Rafe determinfìtion upon trânsition to RUG-IV payment rates

A. Effective January 1, 2012, the Departnent determines payment lates using the RUGSJV
based payment rnodel in a facility-specìfic, budget-neutlal manner'. To tlansition front the culrent

(3)
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calculation methodology to the RUG-lV-based methodolory nulsing facilities leported to the Depaltment
the plivate pay and Medicaid resideft days classified under both RUGllI and RUGIV for the six¡nodh
repolling period ending June 30, 201l. This report was submitted to the Depaftment, in a form pr.escribed
by the Depafiment, by August 15,201l. The Department used this data to compute the standardized days
for the RUG-lll and RUGIV classification systems.

B. The Depaftment determines the case mix adjusted component fol the rate for services on or
after January 1,2012, as follows:

(1) using the September 30, 2010, cost report, determine the case mix portion of the
operating cost for each facility;

(2) muhiply the 36 operating payment rates in effect on Decel.rber 31, 201 1, by the

number of private pay and Medicaid resident days assigned to each group for the repofiing period enditìg

June 30,201l, and compute 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
peliod endirg June 30, 201 l, using the new indices calculated under section 14.020, item A.;

(5) divide the amount determined in clause (3) by the amount in clause (4), whìch sbaÌlbe
the default rate (DDF) unadjusted case mix component ofthe t'ate under the RUG-IV method; and

(6) determine the case mix adjusted component of each operating rate by multþlyjng the

default rate (DDF) unadjusted case mix conrponent by the case mix weight in section 14.020, item A. for
each RUG-lV gloup.

C. The noncase nrix components were allocated to each l{UG group as a constant

aulount to deter'Ír.line the operatiltg paynìent rate.

SECTION I5.OOO RESIDDNT ASSDSSMENT

SECTION 15.010 Assessment ofnursing facility applicants and newly admitted residents. Each
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nur.sing facility applicant or newly admitted tesident must be assessed for the putpose of detetmining the

applicant's ol newly adnritted resident's case mix class

A.Thecountylong-tet.mcareconsultationteamorlrospitalsct.eeningteamundercontractwith
the county must assess all Àur.sing facility applicants fo' whom pt'eadmission screening is required a.d any

applicantior whom a preadmissiÀn screening is not required but who voluntariþ requests such a

screening.

B.ForanapplicantwhoseadnrissionfothenursingfacìlityiSforthepurposeofr.eceivirrgrespite
cale services, preadmìssion scleening is not required more than once every six nonths'

SECTION 15.020 change in resident clâss tlue to audits ofâssessments ofnursing faciliÇ

residents, Any change in residerrt class due to a reclassification must be retroactive to the effective date

of the assessment audited.

SECTION 15.030 False information, Ifthe nursing facility knowingly supplies inaccurate or false

informatiol.ì in an assessmeff or a l.equest for reconsideration, the Department shall apply the penalties in

Section 2.150.

SECTION 15.040 Autlit authority. The Department of Health may audit assessments of nursing facility

and boarding care home resìdents

Theauditsmaybeconductedatthefacility,andtheDepaltrrrentofHea|thmayconducttheauditsonan
unannounced basis.

SECTIONl5.050Noticeofresidentreimbursementclassification.0nanannua|basjs,anursing
facility rnust elect either itenì A t-r¡ ite|l B and notify thc Dopaftment of Health of the election lf no

electiån is made, item A is the default method to notify tesidents oftheir reimbursement classification'

The election will be effective the following July 1'

A. The Department of Healthgenerates a notice to infortr eaclr resident, and the nulsing facility

or.boardiug car.e hoine in which the resident resìdes, ofthe reimbursement classification establislied' The

'otice 
muJ inform the l.esident ofthe classification that was assigned, the oppoñunity to review the

documentation suppolting the classification, the opportunity to obtaìn clal'ification fi om the Commissioner,

andtheoppoltunitytolequeslaleconsidet.ationoftheclassìfication'Thenoticernustbesentbyfirst-
class mail. The notices are sent to tl'ìe resident's nursing facility. Tlie nursing lacility is responsìble for the

clistr.ibution of the notice to each |esident, to the pelsoll lesponsible for the paytretrt of the resident's

r.rur.sing home expenses, or to another persot] designated by the resident. This notice must be distfibuted

wirhinìhree wolking days aftel the facility's receipt of tlìe notice
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B A lacility generates a crassification notice, as plescr.ibed by the Depaftrnent of Hearth, to eachresident upon receþt ofthe confirmation ofthe case mix crassification carcuhtËd uy a facitity ãr a' 
-'

cot¡ected case nrìx ciassification as indicated on the final validation report from the Departnient of Health.The nursing facility is .esponsibJe for the distribution of trie notice to each resident, to tiie person
responsible fo. the payment of the. resident's nursing home expenses, or to another person designated bythe resident, This notice must be distribuJed wjthin úree wo,king days after the faclfity,s r""eipi oithevalidation report from the Departnent of Health. If a facility elJcts ihis option, the Dóartme;r o¡Healthwill provide the facility with a list of residents and their case mix classificàtions as aetå.,nil"a by 6e-Department of Health.

c lfa facility submits a col't€ction to an assesslÌìent conducted under section 14.030 that resultsin a change in case mix cÌassification, the facility must give written notjce to the resident, to the feisonresponsibJe for the payrent ofthe resident's nursing home expenses, or to another person designated bythe resident about the item that was conected and tire reason-for the cor.r.ection. The notice ofcorrected
assessment may be provided at tl'ìe same tirne that the resident, the person responsible for the paynent ofthe.reside't's nursing home expenses, or another person designated by the resident is prouo"i tl,"
resident's corrected notice of classification.

IECTION 15 060 Reqrrest for reconsideration of clas s ificatio n. The residerf nay request that theconlmissionet t'econsider the assigned reimbursement classification. The request musiue suun;tteJ mwritilrg within 30 days ofthe receipt ofthe notice. The documedation accompanying the reconsideratìon
t equest is limjted to documentation establishing that the needs of the resident at the time of tlrc assessmeÍìt
resulting in tbe disputed cJassification justify a change of classification.

:!çloN 15 070 Facility's request for reconsidemtion. In addition to the infor.mation in Section
15 060.a reconsidelation request fionr a nut'sìng facility must contain the foliowing i¡formation: the ãatethe notice was leceived by the facirity; the date the notices were distr,ibuted to thã resìdent; 

""¿ 
."."pv 

"¡the notice sent to the resident This notice lnust tellthe resident that a reconsideration ofthe classification
is being fequested, the reason for the lequest, that the resident,s r.ate wi crrange if the request i, ãpp,"*¿
and tl'ìe extent ofthe change, that copies or tbe facìlity's request and supportirr! clocrrnr"ntution ur."-avajiable |-rr tevjew and thât the resideut also has the right to request a r.econsideration. ìfthe facility faiJsto providc this infol llìatiolì wilh the.reconsìdelation lequest, the r.Lquest must be denied, and the iäcjlity
n'ìay not nlake filtthel reconsidelatio¡r requests on thaispecific reinrbL¡r.ser¡ent clarri¡a",i"". 

- --"'t

SECTION 15 080 Re cols ide ration. The con.rrissioner's reconsideration must be made by ì'dividuals
not ilvolved in revìewìrrg thc âsscssrrent that established the disputed classificatjon. The reconsiderationr¡ust be based upon the initiar assessment and upo. the i'fo'lation provicred to the Depar.tÍnent. lf
necessary fol evaluating the reconsjcleration lequest, tl'ìe Depaltment may conduct olr-site r.evjews. In its
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discretion, the Departmed may review the reimbursement classifications assigneclto allresidents in the

facility. Vr'ithin 15 wor.king days of leceiving the request, the Depafiment shall affifln or modify the

or.iginãl resìdent classification. The original classification must be modified if the Department determines

thaì the assessment r.esulting in the classification did not accurately reflect the needs of the resident at the

time ofthe assessmeú. The resident and the nulsing facility shall be notified within five working days

after the decision is made. The Depaftments decision under this subdivision is the final administrative

decision of the agency.

SECTION 15.090 Change in resident class due to a request for rcconsidemtion ofresident

classification. Any change in a resident class due to a request for reconsideration ofthe classification

must be made in accordance with items A and B

A. The resident classification established by the Depafiment 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 due to a reclassification must be effective as ofthe effective

date ofthe classification established by the original assessment for which a reconsideration was lequested.

SECTION 15.100 Resident âccess to âssessments ând documentation. The nursing facility niust

provide access to infotmation rggarding rates, assessments, and otl.ìel documentation provided to the

bepartrnent of Health in support of tlie resident's assessments to each nursing facility resident ol the

Ieside 's authorized repl'esentative according to items A to D.

A, The nursìng facjlity must post a notice of its culrent lates lor each resident class in a

conspicuous place. The rates must be posted no later than f|e days after receipt by the nulsing facility.

The nursing iacility must include a notice thât the nursing facility has .hoserr Lo appeal the rates.

B. The nursing facility rnust provicle wfitten rotice to eaclì private paying l'esident or the person

lesponsible lor paylr.rent of any increase ìn the total paylnel]t late established by the Department 30 days

beiore the in"reas" tukes effect. The Íìotice must specify the current classification ofthe Iesident This

item does not apply to adjustn.ìents jn rates due to a necessary change in the tesident's classification as a

result of an assessment required in this part.

C. The ntn.sing facility rnust pt'ovide each nursing facility resident or the person responsible for

payment with eacli claisification letter received f|om the Depaltlrent of Health withìn five days of the

ieáeipt ofthe classification letter. !y'hen the private paying resident is not the pet'son responsible fot

payment, the ctassification letter n.ìust be sent to the person tesponsible fot paylnent. Ifthe resident's

classification has changed, the nursirrg facility r.nust include the cullent râte for the new cÌassjfication with

the classification lettel.
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^ D: upon written'equest, the nursing facirity must give the resìdent a copy oftrre assessment
folm and the other documentationlhat was given tothe De"partment to support the assessment findings.
The nursing facility shaÌl also provide access to and u 

"opy 
àf otlr", infonnation from the resident,s record

that has been requested by or on behalfofthe resident tå support a resident's reconsideration request. A
copy of any tequested material tnust be provided within threà wolking days ofreceìpt of a written request
for the information.

SDCTION 16.000 DETERMINATION OF THE PROPERTY.RDLATED
PAYMENT RATE

The appraised values determined under sections 16.010 to 16.040 are not a justed for.sares or
reorganizations of pr.ovider. entìties.

P9ïory 16 010 Initial appraised varue. For the rate year begi'ning Juþ l, r985, and until August 3r,
1992, the Department shailcontract with a property appraisar firmihic¡ r¡ul ,s" the depreciated 

-
replacement cost method to determine the appraised válue of each nursing facility participating in the
medical assistance program as ofJune.30, r9g5. The initiar appraised urlr" of .á.ï nu,=lng räiny una
any subsequent reappl aisal under Sections 16.020 and 16.030 must be limited to the uuh" åi'Uuitaiigr,
attached fixtures, and land ìmprovements used by the nursing facirity and must be subject to the rimiÃ in
Section I6.040.

For Jrospital-attached nursing facilities, the Department sharlrequire the appraisal oftrrose poftions of
buildings, attached fixtures, and land improvements in service ai"as .hareã bet*een the nursing facility
and the hospital The appraised value ofthe shared service areas must be allocated between tie nursing
facility and the hospital ol'otheÌ nonnutsing fâcility areas using the Medicare worksheet B-l statistics jn
effect on September 30, 1984. The app.aised value ofthe shãr'ed ser.vice areas must be allocated by
stepdown placirrg the appraised values on the appropriate line of column I on the Medicar.e worksheet B.
The appraised value ofthe shared set'vice areas allocated to the nursing facility shall be added to the
appraised value of trre nursing facirity's buildings, attached fixtures, and rand improvements.

For a newly-constl ucted nursilg facility applying to participate in the medical assistance pr.ogram which
conrnrenced const^rct¡ol'r affel Juue 30, l9g5 und ìintii August 31, 1992, or a nur.si'g läciihy ivith an
increase in iicensed beds of 50 percent or more, the D"pait,nent ihohcquìr.e an i¡liar app¡aisar upon
completion of tlìe constructiol'ì. The construction is coniideled complete upon jssuancc oi o cer.tidcate of
occupalìcy rlr, if rro cel'tification ol occupancy is lequir-ed, when avallable ior resìdent use. '¡re proferty-
related paymenl râte is effective on the ea|lier of eiihcr tlrc first day a lesitle|t is ädntjtted ôr on the date
the nursing facility is certified for medicalassistance.

sECTloN 16.020 Routine updating ofappraised varue. For rate years beginní'g after June 30, r986
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and until Juþ l, 1992,the Depaltment shall loutinely update the appraised value according to ìtems A to C.

A. The Depaltrnent shall contract with a propedy appraisal firm which shalluse the depreciated
replacement cost method to perform reappraisals. Each calendar year, the Depafiment shallselect a

randon sample ofnot less than 15 percent ofthe totalnumber ofnulsing facilities parlicipating in the
medical assistarce program as of July 1, ofthat year. The sample must not include nursing facìlities
receiving an intelim payment rate under Section 16.140. Allnulsing facilities in the sample must be

reappraised during the last six months ofthe calendar year. lncomplete additions or leplacements mrìst
not be included in the reappraisals. An incomplete addition or replacemeú is one for which a certifrcate of
occupancy is not yet issued, or if a certificate of occupancy is not required, tlie addition or replacement is

not available for use.

The updated appraised value for hospital-attached nursing faciJities resulting from a leappraisal of shared
service areas must be allocated to the nursing facility in the same ratio indicated by the Medicare
stepdown ìn effect on Septernber 30 of the rate year in whicl.r the reapplaisal is conducted. The method
desclibed in Section 16.010, is to be used to detellnine allocation of the updated appraised value. The
reappraised value ofthe shared service areas allocated to the nursing facility must be added to the
Ieapp|aised value ofthe nr.rrsing facility's buildings, attached fixtures, and land irnprovements.

B. The Department shall compute the average percentage change in appraised values for the
nursing facilities in the sample. The appraised value ofeach nursing facility not in the sample, and not
reappraised under Section 16.030, must be increased or decreased by the avelage percentage change
subject to the limits in Section 16.040. No redetern.ìination ofthe average percentage change in applaised
values shali be made as a result ofchanges in the appraised value of jndividual nulsing facilities in the
sampJe made aftel the Department's con.ìputatjon ofthe average perceffage change.

C. For' hospital-attached nursing facilities not in the sample, the allocation of the appraised value
of the shaled service areas nust be lecomputed if the hospital involved experiences a cumulative change
in totalpatient days as defined by the Medicare prog|anr of more than 15 percent floni the reporting year
in which the lnost recently used set of allocation statistics were deten¡ined. The allocation r:sing the
method described in Section 16.010 must be based on the Medicare stepdown in effect on September'30
of tl.ìe rate yeal in which the updating of tlre applaised value is pefoned.

D. The adjustment to the property-related payment rate which results from updating the
applaised value is effective for the rate year inmediately following the rate year in which the updatirrg
takes place except as provìded in Section 16.140.

E. Each calendar year tl'lat a random sample is selected in item A to compute tlle average
percentage change in appraised values in item B, tl.ìe Depafirllent sl'rali evaluate the adequacy of the
sanrple size according to subiterrs ( I ) to (6).
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(l) The tolerance levellor an acceptable error rate nust be plus or lninus three
percentage points.

(2) The confidence level fol evaluating the sarrple sjze must be 95 percent.

(3) The sample sìze lequiled to be withjn the tolerance level in subitem (l) must be
computed using standald statistical methods for determinafion of a sarlple size.

(4) lfthe required sample size in subitem (3) ís greater than the sample size used in item
A, additional appraisals rnust be performed until the number of appraisals is equal to the required sample
size in subitem (3). The additional nurshg facilities needed to complete the requit'ed sample size must be
randotnly selected. A nulsing facility that is receiving a special reappraisal under Section 16.030, or one
tliat is receiving an interim payment rate under Section 16.140, or one that \À,as appraised in the original
sample in item A must be excluded. The average percentage change in appraised values in item B must
be recomputed based on the increased sample sìze in subitem (3).

(5) Ifthe tolerance Ìevel in subitem (l) continues to be exceeded after applying the
procedures in subitems (3) and (4), the procedures in subitems (3) and (4) niust be repeated untìlthe error
rate is within the tolerance level.

(6) If the required sample size in subitern (3) is equal to or less than the sample size used
in item A, the average percentage change in applaised values n.ìust be the percentage detennined in item
B.

SECTION 16.030 Special reappraisals. Special reappraisals are subject to the lequit'ements of items A
toF

A. A nursing faciliry which makes an addition to or replacement of buildings, attached fixtures, or
land implovements may request tlle Deparhnent to conduct a reappraisalupon project completion. A
special reappraisal request must be submitted to tl'ìe Department within 60 days after.the project's
completion date to be consideled eligible fol a special reappraisal. If a ploject has lrr¡ltiple cÒmpletion
dates or jnvolves multiple projects, only projects o| parts of plojects witlì completion dates within one year
ofthe completion date associated with a speciai reapplaìsal request can be jucluded fol the purpose of
cstâbljshìng thc nrnsing facility's eligibility for a special reappraisaJ. A facility which is eligible to request,
hâs rcqúcsted. or has received a special reappraisal during tlre calendar yeaI tnust not be inchldcd in thc
random santple process used to detenì.riÍre tl.ìe average percentage change in app|aised value of nursing
facilities in the sanrple.

Upon receipt of a written request, the Department shall conduct a reapplaisal within 60 days provided that
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all conditions ofthis section arç met. The total historical cost ofthe addition or repJacement, exclusive of
the proceeds from disposals of capìtal assets or applicable credits such as public grants and insurance

ploceeds, must exceed the lesser of $200,000 or ten percent ofthe most recent appraised value. The

addition or replaceÍnent n.ìust be complete and a cefiificate of occupancy issued, or if a celtificate of
occupancy is not required, the addition or replacement must be available for use. Special reappraisals

under this item are limited to one per 12-month period.

B. A nursing faoility which reLires truildings, attached fixtutes, Iand inplovements, or pottions

thereof without leplacement, shall report the deletion to the Department within 30 days if the historicaì

cost of the deletion exceeds $200,000. The Depaftment shall conduct a reapplaisal of the nursing facility
to establish the new appraised value and adjust the property-related payment rate accoldingly.

C. The adjusted property-related payment rate computed as a result ofreappraisals in itefiis A
and B is effective on the fìrst day ofthe rnonth followíng the month in which the addition or replacement

was completed or when the deletion occutred.

D. The Department shallreappraise every nursing facility at least once every seven calendar

yeals following the injtial appfaisal. The Depadment shallreappraise a nursing facility if at the end of
seven calendar years the nursing facility has not been leappraised at least once under Sections 16.020 or

16.030. The Depaftment shall postpone the first seventh year catch-up reappraisals untilthe njnth year

afìer the initial appraisal of all nursing facilities. The DepaÍnrent shall adjust the propefiy-related pâyment

rate to reflect the change in appraised value. The adjustment ofthe plopefiy-related payment rate is

effective on the fir'st day of the rate year immediately following the reappraisal.

E. The Depaftment may require the leappraisal of a nursing facility within 60 days of receipt of
information provided by the Minnesota Deparlment oî Health regarcling the violation of standarcls and rules

reiating to the condition ofcapital assets.

F. Changes in the appr-aised value computed in this section urust not be used to compute the average

percentage change ìrr Section ló.020, item B.

SECTION 16.035 Appraisal sarnple stabilization. The percent cllange in appraised values used fot'

loutine updating ofappraised values shall be stabilized by eliminating fi'om the sanrpie of nursing facilities

those applaisals ti'rat represent the five highest and the five lowest deviations îr'om tlrose nulsing facilitìes

previously established appraised values.

SECTION 16.040 Determination ofallowable appraised value. A nursing facility's appraised value

must be limited by ;tenls A to G.

A. The leplacenrent cost new pel bed Ìimit fol licensed beds in sìngle bedroo;ls and rrultiple
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bedrooms is detelmined accolding to subitenrs (1) to (4):

(l) For the rate year begìnning July 1,1992,the replacement-cost-new per bed lirnit must
be $37,786 per licensed bed in rnultìple bedrooms and $56,635 per licensed bed in a sirrgle bedroom. After
September' 30, 1992, new projects which meet the requirements in Sectjon 16. 1374, item E, shall receive
the replacement-cost-new per bed limits in that provision.

(2) The average historìcaÌ cost per bed for deprecìable equipment is cornputed by adding
the historjcal cost of depreciable equþrnent for each nursing facility as determined in Section 16.100, item
A and dividing the sum by the total number of licensed beds in those nulsìng facilities. The amount is then
subtracted flom the replacement cost new per bed limits determined in subitem (1).

(3) The differences computed ìn subiten, (2) are the replacement cost new per bed li¡rits
for licensed beds in single bedroorls and multiple bedrooms effective for the rate year beginning on July l,
1991 .

(4) On each succeeding January 1, the Department will adjust the limit in subitem (1) and
tlre depreciable equipmert costs in subitem (2) by lhe percentage change in the corrposite index published
by the Buleau ofthe Eco¡omic Analysis: Price jndexes for Private Fixed Investments in Str.uctures;
Special Cale lor the two plevious Octobers..

B, Eacli nursing facility's maximum allowable lepÌacement cost ne\À/ is determìned annually
accolding to subitems (1) to (3):

(l) The muJtiple bedroorn replacement cost new per bed limit in iten A must be multiplied
by the number of licensed beds in multiple bedrooms.

(2) The single bedroom replacement cost new per bed lirnit in item A must be multiplied
by the nurnber of licensed beds in single bedrooms except as plovided in Section 16.1 10, item C, subitenr
(2)

(3) Tlte nulsìng facility's maximurr allowablc replacenreÍìt cost new is tlre suur of
subitems (l) and (2).

C. The nulsing lacility's leplacerrìent oost new determjned h Sections 16.010 to 16.030 must be
reduced by the replacemerlt co:ìt nclv of portions of thc nursing fäcility used fbl finctioirs whosc uusts are
disallowed under Sectjous 1.000 to 19.050. Exarnples ofsuch adjustments include non-nursing laciìity
areas, of slrared areas, therapy areas, day care at.eas, etc.

D. The adjusted t'eplace;nent cost rew is the lessel. of item B or C.
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E. The adjusted depreciation is detelmined by subtracting flotn the depreciation jn Sections

16.010 to 16.030 tlie amount of depreciation' if any, r'elated to the pottion of the

nursing facility's replacement cost new disallowed in item C or D'

F.Thenursingfacility'sallowableappraisedvalueisdeterminedbySubtractingtheamount
determined in item E from the amount in item D. If no adjustn'ìent to the replacen]eú cost new is required

in items C and D, then the nursing facility's allowable appraised value is the applaised value detelmined in

Sections 16.010 to 16.030.

G. A nursing facility which has reduced licensed bed capacity after the preceding January l, shall

be allowed to aggregãte the applicable replacement cost new per bed limits based on the number of beds

licensed prior to iheieduction; and establish capacity days fol each rate year following the licensure

reductiou based on the nunbel of beds licensed on the previous April 4. The notification must include a

copy of the delicensure request that has been submitted to the commissionel' of health.

SECTION 16.050 Allowable de bt. For purposes of determining the property-related payment rate, the

Depaltment shall allow or disallow debt according to iteÌns A to F'

A. Debt shall be limited as follows:

(l)Debtincurredfot.tlrepurchaseoflanddir.ectlyusedfol.residentcat.eandthe
pur"l]use o, conit, uction of nursing lacility buildings, attached fixtures, ot' laÍìd improvements or the

capitalized replacetrent or. capitalized repair of existing buildings, attached fixtules, ol' land improvements

shåll be allowed. Debt incurled for any other put'pose shall not be allowed

(2) Working capitaldebt shallnot be allnwed'

(3) An ìncr.ease in the arnount of a debt as a result of refinancing of capitaÌ assets which

occur.s after.May á2, 1983, shall not be allowed except to the extent that the increase ìn debt is the lesult

ofrelìnancing costs such as points, loan otigination fees, or title sealcl.les

(4) An increase in the amount of total outstanding debt incurred afler May 22' 1983' as a

r.esult of a change in owne|ship oI reorganiu tion of provider entities, shall not be allowed and the previous

owner's allowable clebt as of May 22,1983,s|'¡all be allowed under iten.t B'

(5) Any poftion of the totâl altowable debt exceeding the applaised value as determined in

Section 16.040 shall not be allowed.

(6) Any porlion of a debt of whjch the proceeds exceed the historical cost of the capital
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asset acquired shall not be allowed.

(7) Debt associated with the appraised value, is subtracted fonn eaclr facility's appraìsed
value and the resurt is multipried by 5.66% Trre facirity,s interest expense, as rimited by floaiing ånd
absolute maximum rates is added.

B. The nursing facility shaÌl apportion debts incurred before october r, 19g4, amo¡g rand and
buildi'gs, attached fixtures, Iand improvements, depreciable equipment and working capital b-y direct
identification lf direct identification of any part oi the debt is ìot possible, rhat poitio;of the debt whtch
cannot be dilectly identified shallbe apportioned to each componeiit, except working capital debt, based on
the ratio ofthe historical cost ofthe component to the totalhjstoricai cost àr* 

"orionåno. i¡Ë p"rt¡""
of debt assigned to la'd a.d buirdings, attached fixtures, and rand improvements is a owabre debt.

A hospital-attached nursing facility that has debts that are not directly identifiable to the hospital or the
nursing facility slmll allocate the portion of aÌlowable debt computed according to s""tion l eoio, unJ
allowable intelest expense cortputed according to Section 16.ó70 assigned toland and ouilai"gs, ,ìia"lr"a
fixtures, and land ìmprovements using the Medicare stepdown method described in section tã0t0.

c. For debts ircur.ed after September 30, 19g4, trre nursing facility shall directþ identiô/ the
proceeds ofthe debt associated with specific ìand and buildings, attiched dÍures, ana tána impÁve,rl"ntr,
and keep recolds tl'ìat separate such debt pr.oceeds from alloiher.debt. only the debt identifieå with
specific land and buildings, attached fixtures, and land improvements shall be allowed.

D For reporting years etlding on oI aftel Septerriber 30, 1984, the total amount of allowable debt
shall be the sulr of ail aliowable debts at the beginning ofthe reporting year.plus all allowable debts at the
end ofthe reporting year divided by two. Nursing facilities whióh have a debt wjth a zero balance at the
beginning ol end of the lepor.ting yeal. must use a monthþ average for the t.epotling yeal..

E Except as provided h itern F, debt inculled as a result of loans between related organiz tions
must not be allowed.

F. Debt nìeetilg the condiriorrs in Section 16. 132 js allowable.

SECTION 16 060 Limitafions on inte rest râtes. The Departmcnt shall limit inter,est rates accordìng to
rtems A to L.

A F'xcept as pl ovided in item B, the cffcctivc intel est rate uf each allowa ble debt, including
points, financing charges, and amoll¡za tion bond plemiurns ol discoul.rts, entered into aftel. Septernbei 30,
1984, is limited to tlle lesser of:
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(l) the effectìve intelest rate on the clebt; or

(2) l6 Percent.

B. Variable or.adjustable rates for allowable debt are allowed subject to iterr A. For each

allowable debt witli a valiable or adjustable fate, the effective intelest late must be computed by dividing

tl.ìe intefest expense for the repofiing year by the avelage allowable debt computed under Section 16.050,

item D.

c. For rate year.s begimring on July l, 1985, and for rate years beginning after June 30, 1987, the

effective interest rate for debts incurred belore Octobel l, 1984, is allowed subject to item A.

SECTION 16.070 Allowable interest expe nse. The Department shall allow ot'disallow interest

expense including points, finance charges, and amortization bond premiums or discounts undel items A tÔ

G.

A. Interest expense is allowed onþ on the debt which is allowed under Section 16.050 and within

tl.ìe interest rate limits in Section 16 060.

B. A nonprofit nursing facilÍy shalluse its restricted funds to purchase or repÌace capital assets to

the extent ofthe cost ofthose capitalassets befole it borrows funds for the purchase or replacement of

those capital assets. For putposes of thjs item and Section 4.020, a |estricted fund is a fund for which use

is l.estrjcted to tl.ìe pul.chase ol leplacement of capital assets by the donol or by tbe nonprofit nursing

facility's board.

C. Construction per.iod interest expense must be capitalized as a parl r-rf the cost of the building.

The per.iod of constructìon cxtends to the ear Iier of either the first day a l esìdent is adrritted to the nursing

facility, or the date tlìe nursing facility is certified to leceive medical assistance recipients.

D. lt.lterest expense lor allowable debts entered into after May 22,1983,is allowed for the portion

ofthe debt which togetirer with alloutstanding allowable debt does not exceed 100 percent of tl.ìe most

recent allowable apptaised value as determined in Sections 16.010 to l6.040 For a rate year beginning on

or after July I, I 989, the interest expeÍìse tl]at resutts from a refinancing of a nur sing facility's demand call

loan, wlrenihe loan that mìjst be refinanced was iucurred befole May 22,1983, is an allowable interest

expense.

E. Increases in interest expense after May 22, 1983, which afe the lesult ofchanges in ownershìp

or leorganization of plovider entities, are not allowable.

F. Except as provided in itern G, increases in total interest expense which ate the result of
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refinancing of debt after May 22, r9g3, are not a o\ ed. The totar interest expense nrust be computed as
the sun ofthe annual interest expense over the remaining term ofthe debt refinanced.

G. Increases in totalìnterest expense whicrr resurt from refinancing a ba oon payme't on
allowable debt after.May 22,l9g3,shall be allowed according to subiter, 1t; to 1:;, 

'

(1) The interest rate on tl.ìe refinanced debt shall be limited under Section 16.060, item A.

(2) The refinanced debt shall not exceed the balloon payment.

(3) The term ofthe refinanced debt must not exceed the term ofthe original debt
computed as though the balloon payment did not exist.

SECTION 16 080 Building câpitar â[owance for owner-operated numing facirities or nuning
facilities with capitar reases. Except as p'ovided in section 16.140, for the rate year.s beginning añer
June 30, 1985, the building capital allowance for owner-operated nursing facilities ór nursinjfa.;iii", *t¡'
capital leases must be conrputed as follows:

A The .ental factor is 5.33 percent. For the rate year beginning Jury l, 19gg the rentar factor
wifi be increased by 6.2%o rounded to the near€st r00th percent or 5.66 percent for the purpose of
teimbursing nursing facilities for soft costs and erfreplerreur.ìal profrts not ircluded in thå cóst valuation
services used by the state's contracted appraisers. For rate yeårs begi'ning on or afte. rury r, ìosé, tn"
rental factor is the amount dete¡mined for the rate year. beginning JuÌy l, 19gg.

B The diffelence between the nursing facility's allowable appraisecl value detennirecl under
Sections 16.010 to 16.040 and the allowable debt detelniined in Sect¡n 16.050 is rrultiplied by the r.ental
factor'.

C The amount detelmined in item B rnust be addecl to rhe total allowable iÍìterest expense
determined under Sections 16.060 and 16.070.

D Except as in ite* E, trre ar¡ount determined i'item c must be divided by 95 per.cent of
capocity days.

l1'the average rength ofstay in the skiled Ìeverof car.e withìn a nursing facirity is rg0 days or.
Jess, the lulsing facility shall divide the änount in itern c by tlre g.eater. of residenl days or go peLceni ofcapacify days but in no event shall tlre divisol,cxceed 95 peicerri
of capacity days.

For purposes of thís itenr, tlìe ntrrsing facility shall compute its ave|age Iength of stay for the skilled level of
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cat'e by dividing the nursing facility's skilled lesident days for tlre leporting year by the nursing facility's
total skilled level of care dìscharges for that reporling year.

F. If an operating lease plovides tlnt the lessee's rent is adjusted to lecognize improvemerrts
made by the lessol and lelated debt, the costs for capital improvements and related debt ale allowed in the
computation of the lessee's building capital allowance, provìded that reimbursement for tl.ìese costs under
an operathìg 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 late years beginning after June 30, 1985, the building capital allowance
for nursing facilities with opelating lease costs incurred for buildings must be paid as determined by items
AtoC.

A. The allowable appraised value ofthe nursìng facility must be established according to Sections
16.010 to 16.040.

B. The allowable iúerest expense detelrnined under Sections 16.060 and 16.070 and the
allowable debt deternrined under Section 16.050 for the leased nursing facility must be considered zero.

C. Except as in itern D, the building capital allowance tlrust be the lesser ofthe operating lease
expense divided by 95 pelcent of capacity days, or the allowable appraised value niultiplied by the rental
factor and then divided by 95 percent of capacity days.

D, A nr"using facility with an average leng1h of stay of 180 days or less shall use the divisor
determined in Section 16.080, item E, instead of 95 percerf of capacity days.

SECTION 16.100 Equipment allowance. For rate years beginning after June 30, 1985, the equipment
allowance must be computed according to items A to E.

A. The histolical cost of depleciable equipment for nulsing lacilities which do not have costs for
operating leases for depreciable equipÍnent in excess of $10,000 durìng the lepolting yeat' ending
September 30, 1984, is deter¡¡ined under subitenrs (1) and (2):

(1) The total lristolical cost ofdepreciable equipment reported ol'ì tl're nursing facìlity's
audited financial statement for the leporting yeal ending September 30, 1984, niust be rnultiplìed by 70
percent. The product is the histolicaIcost of depreciable equipment.

(2) The nulsing facility rnay submìt an analysis which classifies the histolicai cost of each
item of depreciable equipment leported on Septenrber'30, I984. The analysis nust include a¡r itemized
descrìption of each piece of depleciable equipment and its historical cost. The sum of the historical cost ol
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each piece ofequipment ìs the total historical cost ofdepreciable equþment for that nulsing facility. For
pulposes of this item, a hospital-attached nulsing facility shall use the allocation nTethod in Section 16.010
to stepdown tl'ìe historical cost of depreciable equipment.

B. The hjstolical cost per bed of depreciable equipment for each nursing facility must be
computed by dividing the total hjstorical cost of depreciable equipment determined ìn item A by the nursing
facility's total number of licensed beds on September 30, 1984.

C. All nulsing facilities nìust be grouped in one of the following:

(1) nursing facilities with total licensed beds of less than 6l beds;

(2) nursing facilities with totaÌ licensed beds of more than 60 beds and less than 101 beds;
or

(3) nulsíng facilities with rnore than 100 total lìcensed beds.

D. Within each gloup detennined in item C, the historìcalcost per bed for each nursing lacility
determined in item B n.rust be ranked and the median historical cost per bed estabÌished.

E. The median hjstorical cost per bed lor each group in item C as determined in item D must be
increased by ten perceÌ'ìt. For rate years beginning aftel June 30, 1986, this amount shall be adjusted
annually by tJre percentage change indicated by the urban consumer price index fol Mìnneapolis-Saint
Paul, as published by the Buleau ofLabol Statistics, new series index (1967=100) for the two previous
Decembels.

F. The equipment allowarrce for each group in item C shall be tl'ìe amount corrputed in item E
rnultiplied by l5 pelcent and divided by 350.

G. For'lhe rate year beg¡nniug july l, 1990, the Commissioner shall increase tlre nursing facility's
equipment allowance establisÌred ìn iterns A to F by $.10 per resident day.

H. For the rate period beginning October' 1,1992,the equiprnent allowance lbr eaclt nursjl'ìg
facility shall be increased by 28 percent. For râte years heginning after'.hr1e -10, 199:1, the âliowance mtlst
be adjusted annually for inllation by the ìndex in E.

SECIION 16. 1 1 0 Capacity days. The nurrber of capacity days is determìned under iterns A ro C.
A. The nuurbel of capacity days is deteminecl by rnultiplyirrg the number of licensed beds in the

nulsing lacilìty by the nunrber of days in the nulsing facility's reporting period.
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B. Except as i¡ itern C, ¡ursing facilities slrall ìncrease the number of capacity days by lnultiplying

tbe number of licènsed single bedrooms by 0.5 and by the number of days in tlie nursing facility's reporting

period. This a justment has the effect of assigning a greater propoltion of propelty costs to single bed

rooms.

C. The Depaúment shall waive the requirernents of item B if a nursing facility agrees in writing

to subitems (1) to (3).

(1) The nul'sing facilÍy shallagree not to request a private room payment in Section

18.030 for any of its medical assistance residents in Ìicensed single bedrooms

(2) The nursing facility shallagree not to use the single bedroom replacement cost new

limìt for any of its ìicensed single bedroons in the computation of the allowable appraised value in Section

r 6.040.

(3)Thenursingfacilþslrallagreenottochargeanyprivatepayingresidentìnasingle
bedroom a payment rate that exceeds the amount calculated under clauses (a) to (c)'

(a) The nulsirrg facility's average total payment rate shall be determined by

rnultiplying the total payment l ate for each case mix resident class by tlie nurnber of resident days for that

ctass' in t¡e nur sing iacìlity's reportitìg year and dividing the sum of the resident class amounts by the totâl

number of residerrt days in the nursing facility's reportillg year.

(b) The nursing facility's maximurn single bedroom adjustmel'ìt must be

deternrined by multiplying its avet'age tt-rLal payllent rate calculated undcr clause (a) by ten pefcent.

(c) The nur.sing facility's single bedroofir adjustrnent which Inust not exceed tlre

amount computed in cìause (b) must be added to each total payment rate established in Section 18.010 to

determine the nursing facility's single bedroom payment rates.

SECTION 16.120 Capitalization. For rate years after June 30, 1985, the cost of purchasing oI repailing

capital assets shall be capitalized under itelns A to D.

A. The cost of pur.chasing a capital asset listed in the depleciation gLridelines must be capitalìz'ed.

The cost of pur.chasing any othel capital âsset not included jn the depreciation guidelines must be

capitalized ifìhe asset has a useful life of more thar.ì two years and costs more than $500.

B. The nursirrg lacility may consider as an expense a lepaif that costs $500 or less. Repails that

are considet'ed as an expense must be classified jn the plant operation and
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maintenance cost categol) lfthe cost ofa repair to a capjtal asset is $500 or.more, and the estimated
useful life of the capital asset is extended beyond its original estimated useful life by at least two years, orifihe productivity ofthe capital asset is increased signifrcarfly over its original proiuctivity, then the cost
of the repair must b e capitalized.

C The property-¡elated €xpenditures related to capital assets such as lease or depr.eciatiol.ì,
interest, and realestate taxes which are used by central, aîiiliated, or.corporate offices must be classified
in the nursing facility's gener.al and administ¡ative cost category.

D Construction peliod ìnterest expense, feasibility studies, and other costs rerated to the
construction period must be capitalized.

sECTloN 16.130 Determinåtion ofthe propeÉy-related payment rate. The Deparlrnent sha
determine the propefty-l.elated payment rate according to items A to C.

A Except as plovided in_section 16.l40,the building capital aÌrowance of each nursing home
shall be added to the equipment allowance.

B For rate yeals beginning after June 30, 1986, the liistorical propel ty-related cost per diem shall
be the propeÌ1y-related paynlent late established for the previous rate yeai unless the nursini facility,s
capacity days change. rf the nursing facility's capacity days change fiom one reporting yeaf to the ,ext
for any t'eason including a change in the number of licensed nursirft facilþ bedr,^u .tlulnç in the election
for computìng capacity days as provided in Section 16. I 10, o. u .lãng" ir the number. of-days ín trre
repofiing year, the histor ical propelty related per diem must be lecal;hted using the capacity aafs tor t¡e
reportìng yeal in which the change occurred.

. -c: 
Fol rate years beginning after June 30, 19g5, tbe property-r.erated paynrent l.ate sha be trre

lesser ofthe amount computed in itenl A or tlre historical property-related per diåm in itenr B incr.eased by
six petcent for each rate year begirrning Juþ l, l9g5 through Jury t, t9sl, ixcept as provicled in itel¡s D to
G,

A ntlrsirlg facility whuse ullowable histofical ploperty-t elatecl per diem determined in ìten B is
less than or equalto $2 2-5 shall leceive a property retateà paynrcnt rate equal to the glcater of92.25 ol. its
gt]9yaUe histolical pr.oper.ty-r.elated per.dienr increased by six percent for.each rate iear.heginning July 1,
1985 tl ough JLrly l, 1989, except that the propelty-r'elated payment rate shall not exceed the amoJrt
delermined ill ilenl A.

E A nulsing lacility whose allowable histor'ícal ploperty-r'eJated per diem deternrined in item B is
greater tl'ìan tlle amount detelmirred in item A shall receive a plopelty-r.elâted paynrent rate equalto its
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allowable histolical property-related per diem.

F. ln the event ofa change of ownershþ oI reorganization ofthe provider entity

occurring afÌer June 30, 1985, the nursing facility's propeÉy-related payment rate must be the lesser ofthe

property-¡g1¿1s¿ tayment rate in effect at the time of sale or reorganization ol' the amount determined in

it"nl A. Chunges in the propelty-related payment rate as a result of this item shallbe effective on the date

of tlre sale or reorganiution of the provider entity. For the purposes of fhis subsection, the followittg types

of transactions shall not be consideled a sale or reorganization of a provider entity:

( l) The sale or transfer of a nursìng facility upon death of an owner'

(2) The sale or tl ansfer of a nursing facility due to setious illness or disability of an owner

as defined undel the social security act.

(3) The sale or transfer of the nursing facilþ upon retirement of an owner at 62 years of

age or older.

(4) Any transaction in which a paftner, owner, or shareholder acquires an interest or

sbare of another padner, owner, or shareholder in a nursing facility business provided the acquiring

pafiner, owneÍ, or share has less than 50 percent ownership after the acquisition'

(5) A sale and leaseback to the same licensee which does not constitute a change in

facility license.

(6) A transfer of an interest to a trust.

(7) Gifls or other tl'ansfers for no consideration.

(8) A met ger of two or rnote related organizations

(9) A tlansfel of interest in a facìlity held in receivership.

(10) A change in the legal fonn of doíng busìness otlrer tlran a pubiìcly held ot'ganization

wlrich becornes plivately held or vice velsa.

(1 l) The additìon of a new partner, owner, or shat.eholder who owns less tl,ìan 20 pelcent

of the nursing facility or the issuance ol stock.

(12) An illvoluntary transfer includjng foreclosure, bankruptcy, or assignment fot the

benefit of creditors.
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G The properfy-r'elated payment rate for a nursing facìrity which quarifres fol the special
reappraisal in section 16.030, item A shalr be determined according to subitèms (l) to (2).

(1) If the amount computed according to itern A using the reappraised value is equal to or.
Iess tlran the property-l'elated payment late in effect pr'ìor to the reappraisal, the pr.operty-related payrnent
rate in effect prior to the reappt.ajsal shall not be adjusted.

(2) If the amount computed according to ite'r A using the .eappraised value is greater
than the property-related payrnent rate in effect prior to the reappraisãr, the pr.àperty+elated paiment in
effect prior to the reappraisal shall be added to the dìfference bàiween tlie arnoint computej aåcording to
item A using the reapp'aìsed varue and trre anrount varue prior to the reappr.aisar. This ium n.rust not
exceed the amount computed in itern A using the leappraìsed value. lfthe difference between the amoul]t
computed according to item A using the leappraised value and the amount computed accor.ding to item A
using the most recent appraised value prior to the reappraisal is equal or less thán zero, the difierence shall
be considered zero.

sECTloN 16.132 special prop€ rfy-re râte d pâyment provisions for certain reased nursing
fâcilities.

A. A nursing facility ìeased prior to January 1, 19g6, and currently subject to adverse ricensure
action by the Minnesota Depaltment of l{earth and whose ownershìp changes pr ior to Jury 1, r 990, shall
be allowed a propel'ly payment rate equal to the lesser of its current lease ot ligition divioáa úy its áapacìty
days as outli'ed in Sectio' 16.l r 0, ol the frozen ploperty payment râte in effeðt for the rate year
beginning Juþ l, 1989. Fo'r'ate yea's beginning on or aftàr Jury r, r99r,the propedy reratei payment rate
shall be its ¡ental rate as computed using the previous owner's ã owable ptinóipuì unã interest expense as
allowed ty the Milll'ìesota Department of Hùman Services plior to that prìor owner,s sale a¡d leáse-back
transaction of
December 1985.

B. Notwithstanding other provisions in tl'ìis attachlnent, a nursìIg facilþ licensed for. 122 beds o¡r
Januâry 1, 1998, and located irl Cr:rlLrrrrbia Heiglrts has its ploperty-r'elateJ paymãnt rate set u¡der.this
section. The Department sharr m{ìkc â rate a just'ent by atrr:rirrg $2.41 tothe facìlity's Jury r, 1997
prope'ty-related payment rate (which is effective fo'rate years beginning o'or aft",. luty i, illt;. rm
adjusltnenl t'emains in effect so long as the 1àcility's rates ale set ,n¿"r ttri. section. Iftle iacility
porticipatcs in the coutlactual aiterltutive ptymcnt rate systenr of Section 22.000, tl-te adjustment in this
item is included in the facìliry's corllr'act payÍneÍrt rate. Ifhistoricollates or propcrty costs r.ecognizetl
under this section becot¡e the basis for futule medical assistance paylnents to the facility r-mder.ã
nlanaged cate, capìtation or othet altelnative paynlent system, tlte adjushrent of this item will be included
in the computation of the facility,s payments.
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SECTION 16.133 Special prope rty-re lâte al pâyment provisions for recently constructed nursing

facilities. Fof the fate years begilning on or after July l, 1990 nursing facilities that on or after.January l,

1976, but prior to Januaiy 1, 1987, wele newly licensed after new consttuction, or increased theit licensed

beds by a mìnimum of 3! percent thr.ough new construction, and_whose building capital allowance is less

than tlleir. allowabie annual principal anJ interest on allowable debt prior to the application ofthe

,"p¡""",.,r* "*, 
new per ú"d liÅit and whose remaini'g weighted average debt amollizâtion schedule as

oiJunuury 1, 1988, exceeded 15 years, ûrust receive a propedy lelated paymeÍìt rate equalto the greater

oftheiL rentálper áiem or their annual ailowable principal and allowable interest \'r'ithout application ofthc

,"plu."nr"nt 
"ort 

new per bed limit divided by their capacity days lrom the preceding Ieporting year, plus

their equipment allowance'

A nursing facility that is eligible for a propeÍy related payment fate under this sectjon and whose propefiy

payment fate in a subsequent year is its ieritalper diem must continue to hâve its propedy related payment

iaies established for allfuture years based on the rental reimbursement fo.mula. The Commissione. may

,..qrlr" trr" nu*;ng facilþ to apply for refinancing as a condition of receiving special rate treatment undel'

thjÀ section. If a iursing facility is eligible for a p'opefty .elated payment rate under this section, and t¡e

nursing facility's debt is l.efinanced aft=er Octobei l, tgSA, the provisions ofparagraphs (l) to (7) also apply

to the 
-property 

reiated payment rate for rate years beginning on or after July l' 1990'

(l)Anursingfacility'slefinancingmustnotincludedebtswithballoonpayments.

(2)lftheissuancecosts,includirrgìssrrancecostsonthedebtrefinanced'ar.efinancedas
part of the refinàáing, the historical cost of capital asset limit includes issuance costs tllat do not exceed

seven percent ofthe ãebt refiuanced, plus related issuance costs. For put'poses of this section, issuance

costs means the fees charged by the Underwriter, issuer, attorneys, bond raters, appraisers, änd tlÙstees,

and includes the cost of prilìtitrg, titte insulancc, l'cgistration tax, and a feasibility stìicly for the |efinancing

of a nursing facility,s deút. lssuance costs do not jnclude bond premiutls or discounts whel bonds a.e sold

at other thin their par value, points, or.a bond reserve fund. To t¡e extent othelwise allowed under this

paragraph, tlre straight l;ne amol'tiz¡tion ofthe refinarrcing costs is not an allowable cost'

(3) The annual þrincipal and ìntelest expense payments and alry required annual

municipal fees o,ì ú.re nursi,.,g fa"ility's 
'efinanci'g 'eplace 

those ofthe refinanced debt and, together with

anrualprincipalal'ìdinterestpuy,,-'",.tttonotherallowabÌedebts,areallowablecostssubjecttothe
limitation in subitem (2), if anY

(4) Ifthe nursing facility's tefinancìng includes zero cottpon bonds' the Cotrnrissioner

shall establish a monthly debt seruice payment schedule based on an annuity that will ploduce an an'lollÍlt

equal to tbe *ro 
"orpo'r 

bonds at maiurity. The terrn and interest rate is the telm and interest rate ofthe

oro 
"or-,po,.t 

bonds. Àny refinancing to repay the zero coupon bonds is not an allowable cost
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(5) The annual arnount ofthe anl.ìuity payments is added to the nursing facility,s allowableannual princþal and intet.est expeDse payment computed in subitem (3).

(6) The prope'ty'elated.payment rate is equarto trie âmount h subitem (5) divided by thenursi'g faciliry's capacity days as determined in Secrion r6. ir0, for the preceding reporting i;;;:;ù ""equþrnent allowance.

(7) Except as provided in this section, the previously outlined methodolog, for the
calculation of propefty payment rates applies.

SECTI'N-16 136 Property payment rafes for rate yeam beginning on orafterJuryl, 1990. Forput'poses of propedy-reÌated reimburser¡ent urder this section, nu'rsing iacilities willbe gräup"ã *"o.oing
l"^:]:-:11",.:l.r]"pery 

retated payment r.are the Commissionei ofHuman Service, fo. tñ" .åt" y"u.-
Deglnnlng Juiy l. 1969. A nursing facility whose propefty rate was determined under fullrentalihall beco¡sjdered g'oup A. A facility whose property p;ymenirate was determined under phase a"*" i"ì"*"1reimbursement shall be considered group B. A iucirity whose rate was detennined under the phase upprnvisions will be considel.ed group C.

. A For the rate yea'begirning Jury l, 1990, a group A facility wi'continue to have its properry-
related payment rate dete¡mined in accordance witli thã právisions of Section 16.0g0.

. B For the rate yea' beginning Jury l, 1990, a group B facility wi leceive a payment r.erated rareequal to the gr.eater of:

(1) 87% ofthe property reiated payment rate in effect on Juþ 1, 19g9; or

(2) the rental per diem calculated in acco|dance with the provisions of Section 16.0g0 andthis section; or'

(3) the sum of 100% ofthe nulsing facilities allowable principal and inter€st expense; plusils cqr:ipment allowanoe mLrltipliecr by.the 
_r'es 

ident dãys fbr the repor.ting year ending Septe'ber 30, 1989,divided by the nur.sirrg facilities capaciry tlays.

c For the 
'ate 

year beginning Jury 1, 1gg0, a g'oup c facirity wi have ils property r.erated
payment rate c¿luuiuled undel tirc provisions ot section 16, 130 item c and this sectlon, except ttrai itsproperty lelated pâymerìf i ate cannof exceed tlrc lcsscr of ìts plopelty relatecl payme'i rate åstablÌsheo f.ortl'ìe rate yeal beginning July l, I989, multiplied by 116"/" or the rental per.cliem deielmjned effective July l,1990.
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D. The pfopefty related payment rate for a nursing facility that qualifies for a special r eappraisal

willhave the uppli.ubl" property r.elated payment rate as calculated above and as adjusted in accordance

with the provisions of Section 16.030

E. Except as pr.ovided in Section 16.130, item F, and Section 16.132, a nursing facility that has a

change of ow'ership oì a reorganization of provider entity is subject to the provisions of Section 16. 130'

item F.

F. Except as pr.ovided in Section 16.133, a nursi|g facility willhave its pfopcfty felated payment

rate calculated a""ording to iterns A to E. Those nu.sing facilities whose property related payment râtes

are calculated under the provisions of Section 16.133 will receive a propeÚy lelated payment rate equal to

the greater ofthe rate calculated under Section 16.133 or that rate applicable under items A to E.

SECTION 16.1370 Holtl-harmless prope rty-relâted rates'

A. Ternrs used in Sections 16.13701o 16.1378 shallbe as defined in the plan. Capital assets for

purposes of Sections 16.1370 to 16. 1378 only means a nursing facility's buildings, attached fixtures, land

i*prove*ents, l"asehoÌd improvemeffs, and all additions to or replacen'ìents ofthose assets used directly

for resident care.

B'Exceptasprovidedirrthissection,folrateper.iodsbegirrrringonoctoberl,1992,andforrate
years beginning aftel.June 30, 1993, the propefty-related rate for a nursing facility shall be the greater of
'$+ 

o, tn. prop.'ty-related pâymeft l.ate in effect on septembel 30, 1992. In addition, the incremental

increase ó1. decróase in the nulsing facility's rentalrate will be determined under this plan. An incremental

decrease with an effective date aiìer June 30, 1993, must reduce the nursing facility's property related

payment rate.

C. Notwithstanding Section 16.130, item F, a nursing facilìty that has a sale permitted under.

Section 16.1371 aftel June 30, 1992, shall receive the property-r'elated payment rate in effect at the time

ofthe sale or reor.ganization. For.rate pe|iods beginning after oclo'er 1,\992'a nulsing facility shall

receive, h addition to its pr.ope'ty-r'elatàd payment rate in effect at the time of the sale, the ìncret'ental

increase allowed ur]der Sectìon 16.1371. For rate years beginning aftef June 30,1993, a nulsing facìlity

shall r.eceive, in addition to its property-related paylì.ìeÌlt fate in effect at the time of tlre sale, the

inclemental inclease or decrease allowed under Section 16 1371'

D, For rate yeat.s beginnìng afle| June 30, 1993, the propefty-Ielated fate for a nulsing facility

licensed after July 1, 1989 tlrat wasìoìd during the cost reporthg year ending Septelrber 30, 1991 (after'

felocating its beds from a separate nursing home to a building formelly used as a hospital) is its plopeúy-

lel¿ited rate before the sale plus:
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( 1) the incr.emental incr.ease effective October l, 1992 of 29 cents per day; and

(2) any inclernentar 
.increases 

after october j, rg92 calculãied by using its rentar rat€,
recognizing the current appraised value ofthe facility at the new locatìon, and inciudìng as allowable debt
othefwise allowable debt incurred to remodelthe faiility ìn tbe new location before ,"tã.uting;t. ùådr.

Section 16.1371 Limitations on salcs ofnursing fâcilities.

A Fol rate periods beginning on october l, 1992, a'd for rate years beginning after June 30,
1993, a nursing facility's propefty-r'elated paymeÍìt rate as established under Section 16.1370 shall be
adjusted by either item B or c fol the sare ofthe nur.sìng facirity, incruding sales occrn.ing ufte1. Jun" :0,
1992, as provided in this Section.

B. Iftlie nursing facility's p'operty-rerated paynent rate under Section r6.1370 prior to sale is
greater than the nursing facirity's rental rate under tiis pran prior.to sale, the nursing facility,s
property-related payment rate after sare shafl be the gr.èatei of its property-rerated payment rate under
Section 16.1370 prior to sale or its rental rate under this plan calcuLted after sale.

. c. 
_Ifthe nu.sing facirity's property-rerated payment râte under section 16.1370 prior to sare is

equalto or less than the nulsing facility's renfaÌ rate under this plan prior.to sale, the nursi¡g facilitfs
property-related payment rate aftel sale shall be the nursing facilityb prope(y-;ehted payrîent rate under.
Section 16.1370 pìus the difference between its rental late;aÌcula;ed under thjs plan piioi to sale and its
rental rate caiculated under this plan calculated after sale.

D For purposes of this section, "sale" means the purcirase ofa nur.sing facility,s capital assets
with cash or debt. The ter¡ sare does not incrude a stock purchase ofa nursin! facirity o. uny ofth"
foliowing tlansactions :

(l) a sale atld leaseback to tlìe same iicensee tl'rat does not constitute a change in facility
Iicense;

(2) a transfer ofan interest to a trust;

(3) gifts or other transfers for.no consideratiol.ì;

(4) a nrel.gcr of two ol.nlore lelatetl or.ganizations;

(5) a clrange in the legal fonn ol doìng business, other than a publicly held or.ganization
that becomes plivately heJd or.vice versa;
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(6) the addition of a new partner, owner, or shareholder who owns less than 20 percent of
the nursing home or the issuance of stock; and

(7) a sale, melger', reorganjztion, or âny other transfer of intelest between lelated
organizations other than those permitted in this section.

E. For purposes of this itern, "sale" includes the sale or tl'ansfer ofa nulsing facility to a close
relative as defined in Section I .030, upon the death of an owner, due to serious ilìness or disability, as

defined undel the Social Seculity Act, under 42 U.S.C. S423(dX1XA), or upon retirement ofan owner
from the business of ownìng or operating a nursing home al 62 years of age or older. For sales to a close
lelative allowed under this item otherwise nonaìlowable debt resulling from seller financing ofallol a

pollion of the debt resulting from the sale shall be allowed and shall not be subject to Section 16.050, item
E, provided that in addition to existing requiremefis for allowance of debt and interest, the debt is subject
to repayment tlìrough annualplincipal payrnents and the interest rate on tl'ìe related organization debt does
not exceed three percentage points above the posted yield for standard conventional fixed rate moltgages
ofthe FederalHome Loan Morlgage Corporation for delivery in 60 days in effect on the day ofsale. If
ât 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 tire total revenue received by the
nursing facility after the sale atllibutable to the amoùnt of allowable debt which has been forgiven. Arry
assignment, sale, or transfer of the debt instrument eDtered into by the close relatives, either dilectly or
indirectþ, whicir grants to the close relative buyer the riglrts to receive all ol a porlion of the payments
unde| the debt instrumeú shall, effective on the date ofthe transfer, r'esult jn the plospective reduction in
the correspondìng portjon ofthe allowable debt and interest expense. Upon the death olthe close relative
seller, any remaining baiance ofthe close relative debt must be lefinanced and such lefinancing shall be

subject to the provisions of Section 16.070, item G. This paraglaph shall not appÌy to sales occurring on or
after June 30, 1997.

F. Fol pulposes of this section, "effeotive tlate of saie" nleans the lâter of either the date on
whiclr legaltitle to the capital assets is transferred or the date on which closing for the sale occun'ed.

G. The eflective day lol the ploperty-reiated paymer'ìt rate determined under this section shall be

the first day ofthe month following the month in which ihe effective date of sale occurs ol Oclobel l,
1992, whichevel is later.

H. Notwithstanding Section 16.050, jtem A, subitens (3) and (4), and Section 16.050, items E and
F, the Commissioner shall lìrrìt the total allowable debt and related interest for sales occurring after June
30, 1992, to the sunr of subitems (l) to (3):

(1) the historicai cost ofcapitai assets, as ofthe nursing facility's lnost recent previous
effective date of sale or, if there has been no previor"rs sale, the nursing facility's initial historical cost of
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constructil.ìg capìtâl assets;

(2) the avelage annual capitaÌ asset additions after deduction for capital asset deletions,
not including depreciations; and

(3) one-half of the allowed inflation on the nulsing facility's capital assets. The
Commissionel shall compute the allowed inflation as described in item l.

I. Fol purposes of computing the amount of allowed inflation, the Commissioner must apply the
following principles:

(1) the lesser ofthe Consumel Price Index for allurban consumers or the Dodge
Construction Systems Costs for Nursìng Homes for any time periods during which both are available must
be used. If the Dodge Construction Systems Costs for Nursing Homes becomes unavailable, the
Commìssioner shallsubstitute the index in Section 16.040, item A, subitern (4), or such other index as the
secretary ofthe health care financing administ|ation may designate;

(2) the amount of allowed inflation to be applied to the capital assets in item H, subitems
(1) and (2), must be cornputed separately;

(3) the arnount of allowed jnflation must be determined on an annual basis, prorated on a
monthly basjs for partial years and if the initial month of use is not determinable for â capital asset, then
one-half ofthat calendal year shall be used for purposes of plorating;

(4) the amount of allowed inflation to be applied to the capital assets in item H, subitems
(1) and (2), must not exceed 300 peÍcent ofthe total capital assets in alry one of tlrose clauses; and

(5) the allowed ìnflation must be conlputed starting with the month following the nursing
facìlity's most recent previous effective date of sale ol, jfthere has been no previous sale, the month
following the date of the nursing lacility's initial occupancy, and ending with the moffll preceding the
effective date of sale.

J. Ifthe historical costofa capitalasset is not leadily available for the date ofthe nulsing
facility's r¡ost recent previous sale ol if there has been no previous sale for the date of the nursing
faoility's ìrriLial occupancy, then lhe Connissioner shall limit the total allowable debt and related intelest
after sale to the extent recognizecl by the Medicale intermediary after the sale. For a nulsing facility that
has no historical capital asset cost data available and does not have allowable debt and jnterest calculated
by the Medicare intelrnedialy, the Comrnissionel shall use the historical cost of capital asset data ft om the
point in ti,Ìre fo| which capilal asset data is recolded in the nulsing facility's audited financial stateÍnents.



STATE: MINNESOTA
Effective: October I , 201 7

TN: l7-26
Approved: fulAR 0

Supersedes: 17 -16 (11-01

ATTACHMENT 4.I 9-D (NF)
Page 99

6 20rB

1 6-04, I 5- I 0, 14-13, t3-1 6, 12-23, 12-1 5, 12- I l, I I -26' 1 I - 17' 1 I -

13" 11-08,0-25, 10-15, r 0- 1 3, 09-26, 08- 1 8, 08- 1 5. 07- 10, 07-07, 06-13.05-14)

K. The limitations in this subdivision apply only to debt resulting from a sale ofa nulsing facility

occurring after Jun e 30,1992, including debt assunred by tlie purchaser of tlie nursing facility.

SECTION|6'13T2Capitalrepairandreplacementcostreportingandratecalculation'

Fof rate years beginning after.June 30, 1993, a nursing facility's capitalrepair and replacement payment

rate shallbe established annually as plovided in items A to E'

A. Notwithstanding Section 16.120, the costs of ar'ìy of the following items, not included inthe

equity incentive computation under Section 16.1373 or repot'ted as a capital asset addition undel Section

ú.ZiS,Ie g,incluåing cash payment for equity ìnvestment and prìncipal and interest expense for debt

finan"ing, n-'rsi b" ."poit"d in il.t" capital repair and replacement cost câtegoly when the cost ofthe item

exceeds $500:

(1) wall coverings;

(2) patnt;

(3) floor coverinç;

(4) window coverings:

(5) roof lePair; arrd

(6) window l epair or replacement

B. Notwithstanding Section 16.120, the repair o| r'eplacenrent of a capital asset not included jn the

equity incentive computations under Section l6.l 373 or |epofted as a capital asset addition under Section

16. tizs, ;t"m g, ,r.,ust be reported in the capital repair. and replacement cost category when the cost ofthe

item exceeds $500, or in the plaÍlt operatiol.ts and nraintenance cost category when the cost of the item is

equal to ol less than $500.

C. To compute the capital repair and replacement payment rate, the allowable annual l'epair arrd

replacement costs fbr tlre tepoiting yeal must be divìded by actual Iesident days fol tl'ìe reporting yeal '

The annual allowable capital fepaìi and leplacelnent costs sllall not exceed $150 per licensed bed Tlre

excess ofthe allowed capital Iepait and leplacement costs ovel the capital repair and leplacetnent limit

shall be a cost cafl.yovel.to succeeding cost repolting periods, except that sale ofa facility, undef Section

16. 1371, shall terminate tlte carryovet' of all costs except those incurred in the most l'ecent cost repolting

year. Tie termiÍìâtion ofthe calt'yovet sl.tall have eîfect on the capítal l'epair arld replacement 
'ate 

on the

.u,].re dut" as provided in Section 16.1371, item F, fol'the sale. For rate years beginning after June 30,
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1.994':he capital repair and rcplacement limit shall be subject to the index pr.ovided in Section 16.040, item
A,-subitem (4) For purposes of this section, the number of licensed be¿s s¡alt U. trr" 

"r,"ù.. "r"¿ì,calculate the nul'sing facility's capacity days. The capitalrepair and replacement rate must be added to
the nu|sing facility's total payment rate.

D. Capitalrepair and leplacement costs under this Section shallnot be counted as either
care-related or otrrer operating costs, nor subject to ca'e-rerated or other operati.g limits.

E lfcosts othelwise allowable under thjs section are incurred as the result ofa project approved
under the moratorium exception ptocess or in connection wìth an addition to or replacement of buildings,
attached fxtures, or land improvements for which tbe total histor'ìcal cost of these assets exceeds the
lessel of$150,000 or ten percent of tlre nursing facirity's appraised value, these costs must be craimed
under Sectìons 16.1373 or 16.11314 as approprjate.

SECTON 16 1373 Major additiols and repracements; equity incentive. For.rate years begi''ing
after June 30, 1993, if a nursing facility acquirés capital assets ln connection with a projeðt approuãJ un¿",
the moratorium exception process or in connection with ân âddition to o, ,"pru"",'"nt åf br àing.,
attached fxtures, or land irtprovements for which the total lìistorical cost oithose capital urr"iãã¿ition,
exceeds the lesser of$150,000 or ten percent ofthe most receÍìt appraised value, the n*r¡ng ¡u"illtv'rlr"ll
be eligible for an equity incentive payment rate as in iterns A to D. This computátion is sepi.ate irãm ure
determinatìon ofthe nursing facility's rentai rate. An equity inceÍrtive payment rate as computed under thís
subdivision is limited to one in a l2-rnonth period,

historical cost ofthe capital asset acquil.ed, minus the allówaule debt direcily identified io that 
"upirui^ro,multiplied by the equitv jncentive factoì' as desci'ibecl in itenrs B and c and ãivided by rhe nurcin; fa;iiity,s

occupancy factor ulrder Section 16.090, items C or D. This amount shall be added io the 
"rrrm-g 

ì""¡ity',
total paynìent rate and shall be effective the sanre day as the inc;.emental jncrease in item D or Sectio'
16'1314' The allowable historical cost ofthe capital ássets and the alÌowable debt sball be detenniueã asprovided in thìs pian.

B. 'lhe equity incentive factor shajl be deter.mined under subitems (l) to (4):

(l) divicle the initiai allowable debt in itcr¡ A by the initial historioal cost oft¡e capital
asset additions relèrred to in item A, then cube the quotient,

(2) subtr.act the a¡lount calcujatcd ilt subitelll ( l) h.onL the number one,

(3) deteflnine the difference between the lentalfactor aud the lesser of two per.centage
points above the posted yield for standard conventional fixed rate mortgages ofthe Federal Horne Loan
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Mollgage Corporation as published in the Wall Stleet Journal and in effect on the first day ofthe month

the debt or cost is ìncurted, or 16 percent,

(4) multiply the amount calculated in subitem (2) by the amount calculated in subitem (3).

C. The equify incedive payment rate shall be limited to the term of the allowable debt in item A,

not greater than 20 years nor less than ten years. If no debt is incun'ed ìn acquiring the cap¡talasset, the

equity incentive payment rate shall be paid for ten years. The sale of a nursing facility undet Section

16.1371 shall terminate application of the eqùity incentive payment rate elfective on the date provided itt

Section 16.1371, itefir F, for the sa1e.

D. A nursing facility with an addition to or a renovation of its buildings, attached fixtures, ot land

improvements meeting the criteria in this section and not receiving the property-relâted payment rate

adjustment in Section 16.1374, shall receive the incremental change in the nursing facility's rental rate as

determined under this plan. The incremental change shallbe added to the nursing facìlity's propefty-related

paymenf râte. The effective date of this inclemental change shall be the first day ofthe month following

the month in which the addition or replacement is completed. Effective for additions or replacements

completed after January 1,2018, the incren.rental change shallbe effective on the first day ofthe month of
January or July, whichever comes first, following the day on which the addition or replacement is

completed.

SECTION 16.1374 Special provisions for exceptions.

A. Notwithstanding Section 16.030 for rate periods beginning on October 7,7992, and for rate

years begìnning after June 30, 1993, a nursing lacility that has completed a renovation, replacement, or

upgrading project approved under the lnoratorium exception plocess, or a nursing facility that has received

a statutoly exception after June 30, 1995, except for a 1 I 5 bed county owned nursìng facility which has

received a statutory exceptiol.ì in 1993, shall be reimbursed fol costs directly identified to that pt oject as

provided in Section 16.1373 and this sectiotr.

B. Notwithstandìng Section 16.050, item A, sttbite:ls (1) and (3), and Section 16.070, iteir D,

allowable interest exper'ìse on debt shall include:

(1) interest expense on debt related to the cost ofpu|chasing or replacing depreciable

equip¡rent, excluding vehicles, not to exceed ten percent of ti.ìe total histolical cost of the project; and

(2) intelest expense on debt related to financiltg or t'efinancing costs, including costs

related to points, loan origination fees, financing charges, legal fees, and titie seatches; and issuance costs

i¡cl¡ding bond discounts, bond counsel, tltrderwt itet''s counsel, colpot ate counsel, printing, and financial

forecasts. Allowable debt related to items in lhis clause sÌrall not exceed seven percent of fhe lotaì
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historical cost ofthe project. To tl.ìe extent these costs are financed, the stlaight-line amoltization of tl.ìe
costs in thjs clause is not an allowable cost; and

(3) interest on debt incurred for the establishlnent of a debt reserve fund. net of the
interest earned on the debt reserve fund.

c. Debt incurred for costs under item B is not subject to section 16.050, item A, subitems (5) or
(6).

D. The incrementaÌ increase in a nursing facility's rentaÌlate, lesulting from tl'ìe acquisition of
allowable capital assets, and allowabÌe debt and interest expense under this section shall be ádd.d to itt
property-related payment t"te and shall be effectìve on the first day ofthe month following the month in
which the moratorium project was completed.

E. Notwithstanding section 16.040, item A, subitem (4) for r.ate periods beginning on october l,
1992, and for rate years beginning after June 30, 1993, the replacement-costs-new per bed li¡.rit to be used
in Section 16.040, item B, for a nursing facility that lias completed a renovation, replacement, or upgrading
project that has been appt'oved under the molatorium exception process or that hâs completed un uãdition
to or replacement of buildings, attached fixtures, or land inrprovements for which the total historical cost
exceeds the lesser of $150,000 or ten percent of tlìe most recent appraised value, must be $47,500 per
licensed bed jn multiple-bed rooms and $71,250 per licensed bed in a single-bed room. These amounts
nrust be adjusted annualþ as specified in Section 16.040, item A, subitefir (4) beginning January 1,1993.

F. The commissione¡ of the Minnesota Depaltment of Flealth, in coor.dination with the
Commissioner of the Minnesota Department of Human Services, shall deny each request for new licensed
or certìfied nursing home ol ceftifred boarding cale beds except as provided under the moratorium
exceptions process. "celtified bed" ¡neans a nulsing home bed or a boarding car.e bed cer.tified by the
Commissioner of health îor the purposes of the medical assistance prograln undet United States Code, title
42, sections 1396 et seq.

The Commissioner, in coordination wjth the Comrnissioner of the Minr'ìesota Department of I{ealth, shall
deny any tequest l.ü issuc a lu'sing home liccnsc to a facility if that license woukl r,esult in an increase in
the medical assista nce reinrbursenrent amount.

li additiol, the Commissiouet of the Mil¡resota Department of Health n'rust not appl.ove aÍìy constrìjction
project whose costs exceed $1,000,000 plus inflation added annualJy unless:

(l) Any constructio' cosrs exceeding $1,000,000 are not added to the facility,s appr.aised
value and al e not included in the facility's payment rate for reirnbulsement under the 1nedical assjstance
plogram; or
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(2) The project:

(a) has been apploved tlrlough the moratorium exception process described in state

law;

(b) meets an exception described in the mol'atorium exception state lâw;

(c) ìs necessaty to col rect violations of state or federal law issued by the

Commissioner of the Minnesota Depaúment of Health;

(d) is necessary to repair or replace a poltion of the facility that was destroyed by

fire, lightning, or other hazards provided that the plovisions of statute governing repìacement are met;

(e) as of May 1,1992,1he facility has subnitted to the Commissioner of the

Minnesota Depafiment of Health wrìtten documentation evidencing that the facilþ meets the

"commenced construction" definition as specified in Section 1.030, or that substantial steps have been

taken prior to Apr i'1,1992, relalingfo the constructioÌì project. "substantial steps" require that the facility

has mãde arrangements with outside parties relating to the construction project and has include the hiring

of an architect or construction fìrm, submission of preliminary plans to tlre Department of Health or

documentation frotr a financial iÍìstitutiol.ì that financing arrangements for tl'ìe construction project have

been made; or

1l) ìs being proposed by a licensed nursing 1äcility tlnl is not certified 10 paÍicipale ¡n

the Medical Assistance Ptogram and will not t esult in new licensed or certifìed beds.

G. prior to the final plan approvalofany constructiol'ì project, the Commissionel ofthe Minnesota

Department of Health shall be provided with an itemized cost estimate fol the project construction costs.

If a constr.uction project is anticipated to be completed in phases, the total est;mated cost of all phases of

1he pr.oject shall be subfiritted fo the Commissione| and shall be considered as one col]struction project

Once tlie construction project is co;lpleted and pliol to the firral cleat'ance by the Commissioner ofthe

Mjnnesota Department of Human Services, the total project construction costs for the construction project

shall be submitted to the Comnrissioner. Ifthe final project constluction cost exceeds the dollar threshold

in this subdivjsion, the Coml.nissione| of Human Services shall not t'ecognize any of the project constl uction

costs or the related financing costs in excess of this thleshold in establishing the facility's propelty-r'elated

payment late.

project col.ìstr.uction costs jncludes the cost of new teclrnology implemented as part of the constructioll

project and deprecìable equipment dìr'ectly identified to the project, if lhe construction costs for facility
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capital asset additions, repiacements, renovations, remodeling projects, colìstr.uction site preparatiol.t costs
and related sofi costs are more than the th|eshold for additions and replacements in Seciio; 16.1373.
"Technolory" means information systems or devices that mâke documeftation, charting, and staff time
more efficient or encourage and allow for care through alternative settings including torich screens,
monitors, hand-helds, swipe calds, n'ìotion detectors, pagels, telemedicine, medìcatiõn dispenser.s, and
equipment to monitor vitalsigns and self-injections, and to obserye skin and other conditions.

Technolog'' and depreciable equþnent are included in the project consfuction costs unless a written
election is made by the facility, to not include ìt in the facility,s appraised value. Debt incurred for
purchase of technology and depreciable equþment is included as allowable debt for pur.poses of Section
16.050, items A and c, unless the written eÌection is to not incrude it. Arry new technolåry and
depreciable equþment included in the project construction costs that the iacility elects noito include i¡ its
appraised value and allowable debt is treated as provided in item B. Wrìtten election must be included in
the facility's l'equest for the rate change related to the project, and this election may not be changed.

The doilar thresholds for construction projects are as follows: for construction projects other than those
authorized in item F, subitem (2), cJauses (a) to (f), the dollar threshold h $r,00ô,0óo plus inflation added
annually. Fo. projects authorized after July l, 1993, under item F, subitem (2), claur" 1u¡, th. dollu,
threshold is the cost estimate submitted with a proposal for an exception to the state's ìnoratorium law.
plus i'flation as calculated according to section 16.137g. For projects authorized under (b) ro (d), the
dollar thleshold is the itenized estimate ploject constluction còsts subniitted to the Commissionei of
Health at the time ol final plan approval, plns i'flation as calcurated according to section 16. 137g.

H. For purposes of this section, a total leplacelnelìt means the conrplete r.eplacemeÍìt ofthe
nursing faciJity's physìcal plant through the construction of a new physical pÉnt, the ìransfer of the nursing
facility's license from one physical plant locatiol.ì to another, or a new building addition to relocated beds
from tl'ìree- and four-bed wa¡ds.

(l) For total replacement projects compreted on or al'te'July 1, r99z, fhe incrementar
change in the nursing facility's .entarper diem, for rate years beginning on oi after Jury l, r995, shafl be
cotnputed by replacing its applaised value, including fhe historical capital asset costs, ánd the cápital debt
alìd illterÉsl. cos{.s with the ncw nursing facility's allowable oäpitâl asset costs and the related allòwable
capìta I riebt and interest costs.

(2) lf the new nursing faciJity has dect.eased its jicel.ìsed capacity, the aggregate
teplocement corìt nelv pcr bcd limit in Section 16.040, iLeur G, shall appþ

(3) Ifthe new nulsing facility has retained a poltion ofthe oliginal physical pla¡t for.
nursing lacility usage, then a portion ofthe applaised value priol to the ,eplu"eineni,lust be retained and
irlcluded in the calculation ofthe increlnental cl'ìange in the nulsing facility's rental per.cliem. For.pur.poses
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of this subiten.r, the original nursing facility means the nulsìng facilìty priol to the total Ieplacement project

The potion oi the apfr.aised valuà to be .etained shallbe calculated according to clauses (a) to (c):

(a)Thenumer.atoroftlreallocationfatioshallbethesquarefootageoftheareaintlre
original physical plant which is being retained for nulsing facility usage;

(b) The denominator of the allocation ratio shâll be the total square footage of the original

nursing facility physical Plant;

(c)Eachcomponentoftlrenursingfacility'sallowableappraisedvaluepriortothetotal
replacement proþót shallbe multiplied by tlie allocation ratio developed by dividing clause (a) by clause

(b)

(4)Inthecaseofeithertypeoftotalreplacementasautl-torizedunderstatutofy
exceptions or moratorium process exceptions, the provisions of this subitem will also appþ For purposes

of thà moratorium exceÉi;n authorized by statutory exception which permits the relocation of 117 beds

from a 138 bed nutsing home to a former hospital, jf the total leplacement ínvolves the ¡enovation and use

of an existing health cãre facility physìcal pÌant, the new allowable capital asset costs and related debl and

interest costJ shall include first the allowable capital asset costs and related debt and interest costs of the

l.enovation, to wl.ìich shallbe added the allowable capital asset costs of the existing pþsicalplant plior to

the renovâtion, and if repor.ted by the facility, the related allowable capital debt and interest costs.

I. Notwithstanding Section 16.110, ilem c, subitern (2), for a total leplâcement as defined in item

H after July l,1999, any btrilding project that is a relocation, renovation, upgradilg' or conversiolt

completed on or after July 1,200i, or any br-rildìng project eligible for teimbursement under Section 22 0ó1,

the replacement-cosls-n; per bed limits are $74,280 per licensed bcd in nultiple-bed loorns, $92,850 per'

licensåd bed ìn semiprìvate rooms with a fixerì parlition separating the reside't beds, and $l 11,420 pet

licensed bed in singlà roo'rs. Beginni'g Ja'uat'y 1,2000, these amounts must be adjusted annually as

specified irr item E. Effective June 5,2012, construction projects approved under the moratorium..

e,*""ption p.oc",, as defined in section 1.030 tlrat ale completed after August 30,2010, shall be allowed

the hìghesi set of r.eplacement-cost_new limits between the dates of pr.oject approval and project

co.pi"tion. Effective October 1,2012, replaceÍlìent-cost-new limits will be increased annually as specified

in item E.

J. Notwithstanding Section 16.110, item C, sllbitenr (2), for a total leplacetrent as defined ir item

H, for a 96-bed nursing facility in Carlton county, the leplacenellt costs llew per bed lirnit for multiple-bed

looms, for. senripr.ivate rooms with a fixed partition sepalating the IeSidellt beds, and fol single looms are

the same as jn iiem I. The lesulting maxirnun allowable replacemeÍìt costs new nrultiplied by I 25

const¡tute the projecr,s dollar threshold fol pulposes of application of the $1,000,000 plus inflation limit set

fofth in stare tåw. rn" deadline fol total replacernent of this 96-bed nursing facility is May 31,2000
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- 
K Notwithstanding Section 16.110, item C, subitern (2), for a total replacement as defined in jter¡

H involving a new building addition that reiocates beds frorn rb¡áe-bed wards for an gg-u.a 
"rrr;"g 

ir"."
in.Redwood county, the replacement costs ne\¡i per bed lìmit fol rnultþle-bed roons, for semip.ivaîe rooms
with a fixed partition separating the lesident bedi, and for single rooms are the same as ìn ìteÀ I. These
amounts will be adjusted annuafly, begimring January 1,200r. The resurti'g maximum allowabre
replacement costs new rnurtþried by 1.25 co'stitute the project's dolrar thrãshord for purposes of
application of the $1,000,000 plus inflation limit set forth ln state law. If the other req;ir;ents in state Iawgovetning approval of|equests for amendments to inotatoriuÍn exception projects arË met, the l.purtn-'*,
of Health may waive the requirement that the nursing facirity's request f'or an amendment to its
moratorium exception project design may not reduce the spáce in åach resident's living area or in the total
amount of common space devoted to resident and famiþ ises by more than five perce-nt.

L For a renovatìon authorjzed under morato|ium process exceptions for a 65-bed nursing home inst' Louis county, the incremental increase in lentalrate foi pulposes of item D shallbe $g.16, anãthe toøÌ
replacement cost, allowable appraised value, allowable debt, ani allowable interest aie increased
according to the incremental increase.

M. Effective July 1,2001, the Commissioner of the Minnesota Depaftment oî
Health, in coordination with the commissioner of the Minnesota Department of Human Services may:

(l) license and cer.tify beds in nursing facilities that have undergone
replacement or rernodeling as part of a planned closure pursuant to Section 20.027;

(2) Iicense and certify a total replacement project ofup to 124 beds
in facilities signìficantþ darnaged ìn the flood of l99i when ,h. ãr,rlug" was not appar.ent until years later.
The operating cost paynent rates for a new facility are deter.mined pursuant to the interim anj settle-up

payment provisiolrs of Section 12.000 and the payment provisions of tlris Attachment, except tlaiiectlon
11.047, items A.and B do not appry untilthe second rate yearafter the settre-up cost-r."pori i, tir"a. 

-

Prope'ty-related payment rates a¡e determined pu'suant ìo this Attachment, taling into uccou't u,ry
fedelal or state flood-r.elated loans ot.grants provìded to the facility;

(3) allow facilities that ptüvide residential sclvices for.the plrysically handicapped
with less than 60 beds to tlausfer nine becls to plovide lesidential services, p.ouÌd"d tl.,uitl1" total iumber
of licensed and certified beds does not incr.easé;

(4) allow non-pr.ofit facilities jn the county with the fewest bctls per. 1000
for age 65 and over that are not accepting beds fronl another cJosing ron-pl.otìt fàcirity to buird

'eplacement 
facilities ofup to 120 beds, provided the new facirity isiocated withi' four.mires

ofthe existirrg facility and is in the same county. Opelating and property t.ates are determ¡ned
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pursuant to this Attachment, except that Section I 1.047, items A and B do not apply until tlie

second rate year after settle-up; and

(5) allow olganizations that operate non-profit facilities in the county with

the fewest beds per 1000 for age 65 and over to obtain up to 98 beds of a closing non-profit facility. All

transferred beds will be put on laya\ryay status, held in the name ofthe leceiving facility. The layaway

adjustment provisions olsection 20.100 do not apply. A receivìng facílity may only remove the beds from

laya*uy for ,"certification and relicensure at the receivilg lacility's current site, oI at a newly constructed

facility iocaLetl in enoka Couuty. A receivìng facility must receive authorization before removing these

beds from laya'way status.

(6)effectiveJulyl,2006,allowanAnokaCountynursingfacilitythathadplaced
beds on layaway status as pat't of a previous statutory exception to the motatorium to remove beds from

that status if the removal is part of a project appfoved by the comtr.tissioner of Human Services under the

competitive moratorium exception process.

N. Effective July 1,2003, the Deparhnent of Health, in coordination with the Depadment of

Human Services, may appfove the fenovatiou, feplacement, upgrading, or relocation of facilities that meet

the following conditions:

(l) license and cerlify 80 beds in city-owned facilities to be constructed on the site of

new city-owned ùospitals that replace ex¡sting 85-bed facilities attached to existing hospitals. The

threshoid allowed is ihe amount that wâs allowed undet the molatorium exception process; and

(2)licenseandcertily2gbedstobeaddedto6g-bedfacilities,providedthat:

(a) the 29 beds ar.e transferred fi'om active o| layaway status ftom facilities

that have 235 beds on Apr.il 1,2003, when both facilities are located in the same county; and

(b) the licensed capacìty of235-bed facilities must be reduced to 206

beds, and the payment rate will not be adjusted as a result of the transfer'

The operating payment rate of 69-bed facilities adding 29 beds aftel completion of a ploject will be the

,ame ã, it *ãr on the day before the day the beds ale licensed and cer1ified. Projects will not begin

untess they are approved and financed under the moratorium exceptiotr process'

O.EîfectiveAugustl,2004,theDepartmeftofHealth,incoordinationwiththe
Department of Hurnan Servicis, ulay approve tlle renovation, replacetnent, upgrading, or relocation of

facilities that meet the follovr'ing conditiol'ìs:
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(1) license and cer.tify 60 new beds, provided that:

(a) 45 ofthe new beds are transfel.led from facilities that have 45
beds in the same county under colnmon ownersrrip that lrave crosed, and 15 ofthe new beds are
tlansfened from facilities that have 182 beds under cornrnon ownership;

(b) the Department continues to have authority under Section 20.027 to
negotiate budget-neutr.al planning facility closur.es; and

(c) money is avaìJable flom planned closures offacilities under common
ownership to make implementation of this item budget_neutr.al.

The bed capacity of the 182-bed facilities under common ownelship is reduced to 167 beds following the
tl'ansfer.

P. Effective July 1,2006, the Deparhrent of Hearth, in coor.dination with the Department of
Human Services, may license and certify up to 80 beds trarsierred from an exísting state-o\À/Íìed nursing
facility in a county to a new faciJity located on the grounds of the existing state-owñea facitity froÀwnicn
they are tt'ansferred. The operating cost payment rates for the new facility shall be determinåd based on
the interim and settle up payment provisions of Section 12.000 and the reiirbursement provisions of
sections 1 000 througli 21.000. The propefty payment rate for the first three years of operation shal be
$35 pel day. For subsequent yeam, the pr.operty paynlent r.ate of $35 shall be adjusted fðr inflation as
plovided in section 22.060 so long as tl.ìe facility has a contract under Section 22.000.

Q. Effective for rate adjustments beginning July 1, 2006, nursirg facilities paid by the
prospective rate-setting methodolory descr.ibed in Sections 1.000 through t1.000 thai comÁenced a
construction project on or after October' 1, 2004, ancl do not have a contract unde[ the contractua] rate-
setting methodolos/ described in Section 22.000 by Septernber 30,2006, a¡e eligible to r.equest a properry
rate adjustment under Section r6.000 through september 30,2006. Ifthe r.equest r.esurts in the
comnlissioner detefmiling a rate adjustment is allowabJe, the rate a justnrent is eflective on the fir.st of the
month-following project completion These faciijties shall be allowed to accunlulate construction ploject
costs for thc per.ìod October' 1,2004, ro Seprember 30, 2006.

R Upon Steele Coullly completing asset transfers ancl constructing a new nur.si¡g faciJity, its
present nursing facility will he allowedto lelocate 80 beds. Folthe first thrcc years nfnp*,ãtio,, uiih.
new facility, the property paylnent late shall be increased by an anrount as calculated accor.ding to itenrs
(i) to (v):
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(i) compute the estirìated declease in medical assistance residents served by the nursing facility
by multiplying the decrease in licensed beds by the historical perceftage of medical assistance
resideÍìt days;

(ii) compute the annual savings to the lnedical assistar'ìce program from the delicensure of 28
beds by multiplying the anticipated decrease in rnedical assistance residents, determined in iten.r

(i), by the existing facility's weighted avelage paymeÍìt rate multipÌied by 365;

(iii) conpute the anticipated annual costs fbl community-based services by multþþing the
arficipatcd dccrcasc in mcdical assistaÍìcc rcsidcús scrvcd by thc nursing facility, detelmined in
item (i), by the average moÌìtlrly elderly waiver selvice costs for individuals in Steele County
multþlied by 12;

(iv) subtlact the amount in item (iìi) from the anlount in item (ii);

(v) divide the an.rount in item (iv) by an amount equalto the relocated nursing facility's
occupancy factor as detelmined in section 16.080, multiplied by the historical percentage of
medical assistance resident days.

For subsequent yeals, the propefiy payrrent rate slrallbe adjusted for inflation as provided in section
22.060 so long as the facility has a contract undel Section 22.000.

S. Effective July 1,2008, a nulsirg facility providing specialty care in Minneapolis may close
and relocate beds to a new facility ìn Robbinsdale undel cornmon ownership ifapproved
under the moratorium exception at Minnesota Statutes (2008) 5144.073.

T. Effective May 14,2010, nursing facility bed consolidation and relocation wíth integration of
these services with other community-based services under a Communities-for-a-Lifetime pìlot program is

allowed for a new site in Goodhue County. These changes will have a complehensive plan to create
il'rnovative responses to the aging population. Two nursing facil¡ties, one for 84 beds and one for 65 beds, ii
the city ofRed Wing licensed on July 1,2015, shall be consolidated into a newly renovated 64-bed nursing
facility resulting in the deiicensure o185 beds. The closure oflhe 85 beds shall not be eligible fol a planned
cfosure rate adjush.nent under sectiot't 20.021. The construction project permjtted in this clause shall not be

eligible for a threshold project rate adjustrrent under section 22.061. The payment rate fol external fixed
costs shall be increased by an amount as calculated accordirrg 1o itens (ì) to (vi):
(i) cornpute tl.ìe estirrated decrease jn meclical assistance lesidents served by both nursing facilities by
multiplyirrg the difference between the occupied beds of the two nursing facilities for the reporting year
ending September' 30,2009, and the projected occupancy ofthe facility at 95 percent occupancy by the
histolical pelcentage of medical assistance lesident days;
(ii) compute the annual savings to the medical assìstance plo¡jram fi'onr the delicensure by multiplying tlie
afficipated declease in the medical assistance lesidents, determined in item (i), by the hospital-owned
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nursing facility weiglrted average payment rate multiplied by 365. The hospital-owned nursing facility
weighted average payment rate is determined by multiplyìng the facility's current total paynent râtes for
each of the 36 RUG payment levels by the corresponding total lesident days according to the most recently
desk-audited cost report. Sum the products oftliese calculations and the resident days. Divide the surn of
the products by the sum of the resident days to compute the .,À,eighted avel'age payment rate;
(iii) compute the anticipated annual costs for community-based services by nultiplying the anticipated
decrease in medìcal assistance residents served by the facilities, determined in item (i), by the average
monthþ elderly waiver service costs for individuals in Goodhue County muhiplied by 12;
(iv) subtract the amount in item (iii) from the arnount in item (ii);
(v) multþly the amount in item (iv) by 57.2 percenl; and
(vi) divide the difference ofthe amount in item (iv) and the amouff in ìtem (v) by an amount equal to the
relocated nursing facility's occupancy factor under section 16.080, items D & E, multþlied by the historìcal
percentage of medical assistance resident days.

U. Effective June 28, 201l, a 137-bed nursing facility in Bloomington that applied for and was selected
for a lnoratorium exception project is allowed to increase its moratorium-exception project rate adjustment
from $14.42 to $19.33.

V. Effective Juþ 1, 2013, a 11O-bed facility ìn Mcleod County will receive a propeÉy-rate increase,
based on the methodolory in Section 22.061, by having its l eplacemerìt-cost-new lirnit undel Section
16.1374 I adjusted to allow $1,129,463 ofa cornpleted constluction project to increase the prope|ty
payment rate.

Vr'. Effective Juþ 1,2013, a 6l-bed facility in Dakota County will receive a property-rate increase,
based on the methodolory in Section 22.061, by having its replaceÍnent-cost-new limit under Section
16.1374 I adjusted to allow $1,407,624 ofa completed constluction project to inclease the propelty
payÍìlent rate. Effective September 1,2013 or later, the facility will receive a property-rate ìncrease,
based on the methodolory in Section 22.061, by having its replacement-cost-new limit undel Section
16.1374 I adjusted to allow $1,244,599 ofa completed constructiorl project to increase the ploperty rate.

X. Effective July 1,2013, or later, any boarding care faciJity in Hennepin County Jicensed for l0l beds
shall he allowed 1o leceive a proFerly rate adjustment, based on the methodology in Section 22.061, fol a

construction pt oject tlìat takes action to conìe into compliance with Minlesota Depaftment of Labor and
ìndustry elevator upgrade requirements, with costs below the mininrum threslrold under Section 16.13748.
Only costs related to the construction project that hrings the lacìlily into conrpliance with the elevator

requil elÌents shall be allorved.

Y. Effective July 1,2015, replacement projects ale allowed fbr a total ol up to 129 beds fiom a nursing
lacility located in Polk County that was destroyed by flood in 1997. AT.leasf 25 beds will be located in Polk
County and ìip to 104 beds may be distributed alì'ìong rlo more than three othel counties with fewer than
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tl.re median number of age intensity adjusted beds pef thousand, subject to approval by the commissioner of

health. The Depar.tment will determine payment rates based on interinr, settle-up and propelly payment

pr.ovisions in Sections 12, ],6,22 and 23.If leplacement beds are combined with beds from existing nursing

facilities, the DepaÍrrent will calculate paymeÍìt fates usirg the weighted avetage of rates fi'om this

paragraph and Section 20.120.

Z. Effective Juþ l,20l5, upon project completion, the Depafiment shall increase the paymeÍìt rate

described i¡ Section 22.061 uy $ti.sõ, ro. u fácìlity approved in 2015 under the nursing facility mo¡atorium

exceptìon process with at least 150, buL not utot e than 160 activc beds as of January 1' 201 5'

AA. Effective July 1,2015, upon project completion, the Depattrnent shall increase the paymeú rate

described in section i2.061 Uy d+.00, ror a facility approved in 2015 under the nursing facility moratoriurn

exception process \üith at least 120, but not more than 149 active beds as ofJanuary 1' 2015'

SECTION 16.13?5 Appraisals; updating appraisals, additions, and replacements'

A. Notvvithstanding Sections 16.010 to 16.030, the applaised value, routine updating of the

appraised value, and special reappraisals are subject to this section'

B.Notwithstandingsectionl6.020,forrateyearsbegirrrringafterJune30,1993,the
commissioner shall routinely update the appraised value of eaclr nursing facility by adding the cost of

capital asset acquisitions to its ãllowable app|aised value. The commissioner shall also anuually index

ea"h nLtrsing fa"iìity's allowable appraised value by the inflation index leferenced in Section 16.040, item

a, subitem [+¡, forih" prrpo." of óomputing the nursing facility's annual rental rate. ln annually adjusting

tt.r" nur.i,,g ìu"ility's appraised value, the Commissiollel' l¡ust llol itrclude the historical cost of capital

assets acq"uired auring it.re repolting year in the nursing facility's appraìsed Value. In addition, the nursing

facìlity's appr.aised uJu" rurt be I educed by the histor'ìcal cost of capital asset disposals of applicable

"redits 
.róú u, public grants and insurance proceeds. CapitaÌ asset additions and disposals must be

r.epor.ted on the ìursing facility's annual cost report in the repol'tìì.ìg year of acquisition or disposal The

inår.emental incl.ease in tlie nursing facility's Ienlal rate tesultitlg from this annual adjtrstment shall be added

totlrenursingfacìlity.Splopefiy-felatedpaymentlatefoftl'ìer.ateyear.followingthelepoltingyear.

Section 16.1376 Refinancing ince ntive.

A. A nursing facilily that lefinances debt aftel' May 30,1992,i't oldel to save in iúerest expense

pâyments as determiied i¡ subitenrs (l) to (5) may be eligible fo¡ the refinancing incentive under tlris
'S"ttion. fo be eligible for the refinancing incentive, a nu'sing facility must notify the Comlnissioner in

writi'g of such a rãfìnancì'g withi' 60 days followirrg the date on which the tefinancìng occl-lrs. If t5e

nursinlg facility meets these conditions, the Commissionel shall determitle the refinancing incentive as ir
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subitems (1) to (5).

- (l) Compute the aggregate amount ofjnterest expense, including amortized issuance a'd
fìnancing costs, rernaining on the debt to be refinanced, and divide this arnount bi the nu¡ber ofyears
remaining for the term of that debt.

- (2) Compute the agglegate amount ofinterest expense, including amortized issuance and
financing costs, for the ne\.v debt, and divide this arnount by the number. of years-for the term ofthat debt.

(3) Subtract the amount in subirem (2) from the amounr ii subirern (l), and multipt the
amount, if positive, by.5.

(4) The arnount in subitem (3) shall be divided by the nur.sing facility's occupancy factor
under Section 16.090, items C or D.

(5) The pe'diem amount in subitem (4) shall be deducted from the nursìng facirity's
property-re¡ated payment rate fol three.full rate years followìng the r.ate year in which thJrefinancing
occurs For the fourth full rate year following the rate year in ;hich the refinancing occr,", unJ lu"i., .ut"year thereafter, the per diem amount in subitem (4) shair agai' be deducted from thã nr.rini ru"iritt
property-re Jated payment rate.

B An increase in a nursing facility's debt for costs in section 16. 1375, item B, subitem (2),
including the cost ofrefinancing the jssuance or financing costs ofthe debt refinanced i.esulti'g ir.om
refinancing that meets the conditions of tlris sectiorì shalibe allowecl, notwithstanding Sectio' r?.oso, i,",r,A, subitem (6).

c rhe proceeds of refinancing may not be used for the purpose of wirrrdr.awing equity frorn the
nursing faciÌity.

D' Sale ofa rlursing facility under Section 16.1371 shall terminate tl're payment ofthe incentive
payments under this section effective the date provicled in Sectjon 16.1371, item È, for the sale, and ihe full
arnount of the refinancing incerfive in jtem A shall be iÍnplemented.

Co¡rtnissioner shail determjne the full amount of the refinancing incentive in itcm A, and shall dlduci
oneJlall that amount fi'om the nursing lãciiity's propelty-relateJ payment rate effective the first day of the
month following tlìe llìoiltlt iII which the lcfinancing is conrpleteti. Éor.the next three full r.ate year( the
commissioner sÌlall deduct one-half tl'ìe amount in ltenr Â, iubitcnr (5). The r.enrainirrg pcr die¡r ar¡ount
shall be deducted ìn each rate year thel.eaftel..

F TIIe Comllissioner shall leestablish the nulsìng facility's lental rate following the r.efinancing
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using the new debt and inter.est expense info|mation for the purpose of measurìng futul'e incremeffal

lental increases.

SECTiON 16.1377 Special prope rty nate setting.
For rate periods beginning on october 1, 1992, and for late yeafs beginning afte| June 30, 1993, the

propertyirelated paymenfrate for a nursing facility approved fot total replacement under the tloratorium

"*åption 
p.o."r, ihrough an addition to another nursing facility shall have its property-Ielated rate under

Sect¡n 16. t:lO recalculated using the greâter of actual resident days or 80 perceú of capacity days.

This rate shall apply untilthe nursing facility is replaced or untilthe moratoriutn exception authorìty lapses,

whichever is sooner.

SECTION 16.1378 Indexing thresholds. Beginning January 1, 1993, and each January I thereafter,

the Commissioner shall annually update the dollar thlesholds in Sections 16.1373,and 16'1374'by fhe

inflation índex referenced in Section 16.090, item A, subitem (4)'

SECTION 16.138 Plant and maintenance costs. For the rate years begimrìng on or after July 1, 1987,

the Department shall allow as an expense jn the repofting year of occurrence the lesser of the actual

allowable plant and maintenance costs for supplies, minor equipment, equipment repairs, building lepairs,

purchased services and service contracts, except for arms-length service contracts whose primary

purpose is supervision, or $325 per lìcensed bed.

SECTION 16.140 Determination ofinterim and settle-up pâyment rates. The Deparlment shall

determine interitn and settle-up payment rates according to items A to J'

A. A newly-constructed nursing facility, or one with a capacity inclease of 50 percent of mofe,

may submit a written application to the Depaltment to receive an interim payment fate. The nursing

facility shallsubnrit cost repolts and other supporting infortration as tequired in Sections 1.000 to 19.050

foL thã reporting year in wiich the nulsing facility plans to begin operation at least 60 days before the first

duy u.".id.nt i! âdmitted to the newly-constructed nulsing facility bed. The nr'lsing facility shall state the

reásons for nonconpliance with Sections 1.000 to 19.050. The effective date ofthe intel irn payment rate

js the earlier ofeithár the first day a lesident is adlnitted to the newly-constructed nutsìng lacility or the

date the nur.sing facility bed is certified for medical assjstance. The interim paymeÍìt rate fot a newly-

constructed nuising facility, or a nufsing facility with a capacity inclease of 50 percent oI l]roLe, is

determined under iter¡s B to D.

B. The interim paylnent fate n]ust uot be in effect mo|e than 17 ntonths. When the interim

payment r.ate begirrs between May I and September' 30, the nursing facility shall file settle-up cost lepol'ts

ioi the period from the beginning ofthe interim paymeÍìt rate through September 30 ofthe following year.

When ihe interim payment rate begil'ìs between October I and Aplil 30, the nursing facility shallfile
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setde.-up cost reports for the period ft'ont the beginning of the intel im payment rate to the first September
30 following the beginning of the interim payment rate.

C The interim payment rate for a nursìng facility wlrich commenced construction prior to July 1,
1985, is determined under the terrrporaty rule then in effect, except that capitai assets must¡1e chssified
undel Sections 1.000 to 19.050.

D. The interim plopefty-related payment rate for a nursing faciJity which commences
construction after June 30, 1985, is detern.rined as follows:

(1) At least 60 days before the first day a resident is admitted to the newly-constructed
nursing facility bed and upon receþt of wl'itten âpplication frorn the nulsing facility, the Department shall
establish the nu¡sing facility's appraised value accàrdi'g to Sections 16.010 and 16.040.

(2) The nulsing facility shallproject the allowable debt and the allowable ìnterest expense
according to Sections 16.050 and 16.070.

(3) The interim building capital allowance must be derermined under Section 16.0g0 or
r6.090.

(4) The equipment allowance duling the intelirn peliod must be the equipment allowance
computed in accotdance with Section 16.100 which is in effect on the effective dat" of ilr" inte.im
properly-related payment rate.

(5) The inte.im property-r'erated payment rate n'ust be tr.ìe surn of subirems (3) and (a).

(6) Anticìpated resident days nay be used jnstead of 95% percent capacity days.

. !: Tl" settle-up property-related pâyment rate and the property-related payment rate for.the njne
months. following the settle-up for a nursing facility which courmÀncàd ionstructjón tefor.e July 1, 19g5, is
detennincd under the tejrporary ¡ule rhen in eîiect. Tl.ìe property-rerated payment rate for thå rut" y.u,.
beginning July I follow ing the ninc-month per.iod is dererrriinetl under scctions 16.000 to 16. 140,

F Tlre seale-up property-rerated paylnert rate fo. a nursing facirity whicrr commerced
collstl.ttction al'ter June 30, 1985, shûll bê cstablished as follows:

(1) The appraised value detelnrined in item D, snbitem (l) rnust be updated in accordance
with sect¡on 16.020, item B plorated for each rate year, or por.tion ofa rate year, incrìded jn the interim
payment rate period.
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(2) fte nulsing facility's allowable debt, allowable ìnterest rate, and allowable iúerest
expense for the interim rate period shall be computed in accot'dance with Sections 16.050, 16.060, and

16.070.

(3) The settle-up building capital allowance shail be determined in accordance with
Section 16.080 or 16.090.

(4) The equìprnent allowance shall be updated in accordance witl.r Section 16.100 prorated

for eâclÌ rate year, or pofiion ofa late year, included in the interim payment tate period.

(5) The seftle-up propedy-r€lated payment rate must be the sum of subitems (3) and (4).

(6) Resident days may be used instead of 95% percent capacity days.

G. The property-related payment rate for the nine mouths following the settle-up for a nursing

facility which commenced construction after June 30, 1985, shall be established in accordance with item F

except that 950lo percent capacity days must be used.

H. The propefty-reÌated paymerf rate for the rate year beginning July 1 following the nine-month

period ìn item G must be determined under this section.

L A newly-constructed nursing facility or one with a capacity inc|ease of 50 percent or more

must continue to receive the interim property-related payment rate untilthe settle-up property-related

payment rate is determined under this section.

J. The interim real estate taxes anci specialassessmenls payment rate shall he estahJished using

the projected realestate taxes and special assessments cost divided by aÌìticipated resident days. The

settle-up real estate taxes and special assessments payment rate shall be establislied using the real estate

taxes and special assessments divided by lesident days. The leal estate and special assessmeús paynent
rate for the njne months following the settle-up shall be equal to the settle-up leal estate taxes and special

assessments paymet'ìt rate.

SECTION 17,OO() PAYMENT FOR REAL trSTATE TAXI,S AND SPECIAL
ASSDSSMENTS

The total reai estate taxes and actual special assesslrents ard payments pe|rritted under Section 5.000,

item CC must be divided by actuaì resident days to con.ìpute the payD]ent rate fol real estate tâxes and

special assessments. Special assessnieÍìts are reir.nbursed as paid by the facilily except that facilities that

incur special sewer assessments as part oftheir utility bill rray leclassify that alnount to the leal estate tax

and special assessment cost category. Realestate taxes are reimtrur-sed based on the real estate tax
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assessed for the calendar year following the repolting yeal and are adjusted to account for the difference
between the tax year and the repofting year in which the taxes a|e due. This a justment is equivalent fo
% the increase or decrease in the property tax liability of a facility. The Commissioner shall include the
repolted acfual or payments in lieu of real estate taxes of each nursing facility as an operating cost of that
nursìng facility. Allowable costs under this subdivision fol paymeÍìts n'ìade by a nonprofit nursing facility
that are in lieu of real estate taxes shall not exceed the anìount that a nursing facility would have paíd to a
city ol townshþ and county for fire, police, sanitation an road maintenance costs had realestate taxes
been levied on that ploperty for those purposes.

SECTION 17.010 Payment for long term care consultâtion fees. Until September 30,2013, the
estimated annual cost of screenings for each nursing facility are included as an allowable operatjng cost
for reimbursement purposes. The estimated annual costs reported are divided by the facility's actual
resident days for the cost report period. The resulting per diem amount is included in the calculation ofthe
totalpayment rate under Section 18.000. However, these costs are not included jnthe calculation of either
the care related or other operating cost limits, nor are they indexed to account for anticipated inflation.

SECTION 17.020 Payment for increase in Depaftment of Health license fees. A nursing facility's
case mix payment rates include an adjustÍì.ìent to include tlie cost of any increase in Minnesota
Depaftnient of Health licensing fees for the facility taking effect on or after July 1,2001.

SECTION 18.OOO COMPUTATION OF TOTAL PÄYMENT RATE

SECTION 18.010 Total pâyment mte. The total paylnent rate is tÌre sum of the operating cost payment
Iate (including any efficiency incentive calculated undel Sections I 1.030 and I I .040, and the preadmission
screerring cost per diem calculated under Section 17.010), the property-related paynent rate, and tl.ìe real
estate tax and speciâl assessments paymelt rate. The total payment rate becol'nes effective on July 1 of
the late year following the reporting year.

SECTION 18 020 Private pâyment râte limitâtion. The totalpayment rate must not exceed the rate
paid by plivate paying residents for similar. services for the same period. The private payment rate
limitation shall not apply to retroactive adjustments to the tota I payl]]eut tate unless tlte total payn]ent rate
being adjusted was subject to the privâte paytnent t.ate limitation.

SECTION 18.030 Private room pâyment râte. A private roon'ì paynlent rate of 115 per.cent ofthe
established totai payment rate tor a resident must be allowed if the lesident is a medical assistance
recipielll und the privâte Loom is considclcd as a medicai necessity tbl'the |esident ol utllers wLlo ar.e
affected by the fesiclerf's condition except as in Section 16.1 I0, itenr c. Effective octobcr 1,200g, thc
private room paylnent t'ate is 1 I I .5 percent of the total payment rate. Condit¡ons requiring a private room
must be detemlined by tlie resident's attending physician and subrnitted to the department for approval or.
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denial by the Department on tl'ìe basis of medical necessity

SECTION 18.040 Adjustment oftotal pâyment rate. Ifthe Department finds nonallowable costs,

errors, or omissions in the nursíng facility's hìstorical costs, the nursing facility's affected total payment

rates must be adjusted. If the adjustment results h an undelpaymeff to the nursing faciìity, the

Depafiment shall pay to the nursing facility the undelpayment amount wìthin 120 days of written
notification to the nursing facility. Ifthe adjustment lesults in an overpayinent to tl.ìe nursing facility, the

nursing facility shall pay to tl.re Depadment the entire overpayment within 120 days of leceiving the
written notification from the Depaftment. Interest charges must be assessed on underpayment or
overpayment balances outstanding after 120 days wr;tten notification ofthe totalpayment rate

determination.

If an appeal has been filed under Section 19.000, any payments owed by the nursing facility or by the

Depafiment must be made within 120 days of written notification to the nursing facility of the

Department's ruling on the appeal. Interest chârges must be assessed on balances outstanding after 120

days of written notification ofthe Department's ruling on the appeal. The annuaÌ interest rate charged

must be the râte charged by the Commissioner of the depaftment of revenue for late payment oftaxes,
which is in effect on the l2lst day after the \'{ritten notification.

SECTION 19,OOO APPEAL PROCEDURES

SECTION 19.010 Scope. A provider may appeal flom a detelmination ofa payment rate established
pursuant to thjs attachment and reimbursement rules ofthe Department if the appeal, if successîul, would
result in a change to the provideCs payment rate or to the calculation of maximum cÌrarges to therapy
vendors under Sectiol, 22.130. Appeaìs must be filed ìn accordance witlr procedures in thjs section.

SF,CTION 19.020 Filing an appeal. To appeal, the provider will file with the Depalhrent a wlitten
notice of appeal; the appeal must be postnrarked or received by tire Commissioner within 60 days of the

date of publication printed on the notice updatirrg payment rates. The notice ofappealmust specily each

disputed item; the reason for the dispute; the total dollar amount ir dispute for each separate disallowance,

allocation, ol adjustment of each cost item or part of a cost itern; the computation that the plovider'

believes is collect; the authority jn statùte or rule upon which the pi'ovidel leJies for each disputed item;

the naÍne and address ofthe person or film with whom contacts may be made legarding the appeal; and

othel inforrnation lequired by the Commissionet.

SECTION 19,030 Contested case procedures appeals reviewprocess. Effective August l, 1997,

the following apply.

A. Effective fol desk audit appeals for rate yeals beginning on or aftel July l, 1997, and for
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freld audit appeals filed or or aftel tllat date, the Commissioner shall review appeals and issue a written
appeal determination on each appeals item within one year ofthe due date ofthe appeal. Upon mutual
agleement, tl'ìe Commissioner and the provider may extend tlie tirne fot'issuing a deternination for a
specified period. The Conimissioner shall notify the provider.by first class nail ofthe appeal
deteflninâtion. The appeal determination takes effect 30 days following the date ofìssuance specified in
the determinâtion.

B. In reviewing the appeal, the Commissioner may request additional written or oral
information from the provider. The provider has the right to present infonnation by telephone, in writing,
or in person concerning the appeal to the Commissìoner prior to the issuance of the appeal deterrnination
withir six months of the date the appeal was received by the Commissioner. Written tequests for
conferences Inust be submitted separately from the appealletter. Statements made during the review
process are not admissible in a coúested câse hearìng absent an expless stipuJation by the pafties to the
coftested case.

C. For an appeal item on which the provider disagrees with the appeal detet'mination, the
provider Inay file with the Commissioner a written demand for a contested case healing to detelnine the
proper resolution ofspecified appealitems. The demand must be postmarked or receìved by the
Commjssioner within 30 days ofthe date ofissuance specified in the determination. A contested case
demand fol an appeal item nullifies the written appeal detennination issued by the Commissioner for that
appeal item. The Commissioner shailrefer any contested case demand to the Office ofthe Attorney
General.

D. A contested case hearing must be heard by an administrative Jaw judge. In any
proceeding under this sectìon, the appealing party must demonstrate by a preponderance ofthe evidence
that tl'ìe determination of a payment rate is incolrect.

E. Regaldless ofany rate appeal, the rate established must be the late paid and must remain
in effect until final resolution ofthe appeal or subsequent desk ot field audit adjustment.

F. The Coutnissjoner has discretion to issue to the provìder a ploposed resolution fot.
specified appeal items upou a lequest fi'onÌ the pr0videl liled separate]y 1ì'onl the notice ofappeal. The
ploposed resolution is final upon written 0cceptsÍìcc by thc pr.ovidct. within 30 days of the date the
ploposed lesolution was mailed to or personally leceived by the provider, whichevel. is eal.liel..

C. nf'fective AuBUst l, 1997, the Conrrnissioner rnay use the pfôcedures dcscribcd in this
section to resolve appeaìs frìed hefole Jrrly 1,1997,

SECTION 19.040 A{lorney's fees and costs.
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A. For an issue appealed under Section 19 010, tlìe plevailing palty in a contested case

proceeding or, if appealed, in subsequent judicial leview, must be awat'ded t'easonable attorney's fees and

costs incuired in liiþating the upp"ui, if th" prevailing pa'ty shows that the position ofthe opposing party

was not substantially justifred. The procedures for awarding fees and costs set fodh in state law regat'ding

procedures for awaiã of fees in contested cases must be followed in detelmining the prevailing party's

fees and costs except as othelwise provided in this section. Fot putposes of this sectiotr, "costs" neans

subpoena fees and mileage, transcript costs, court reporter fees, witness fees, postage and delivery costs'

photocopying and printing costs, am;unts charged the Commissioner by the office of administrative hear-

ines, unå dirã"t u¿ministrative oosts of the Departmed; and "substantially justified" means that a position

hJd a reasonable basjs in law and fact, based on the totality of the circumstances plior to and during the

contested case proceeding and subsequent review

B.WhenanawardiSn,ìadetotheDepdtmentundeÍthissection,attolneyfeesmustbe
calculated at the cost to the Department. when an award is made to a provider under this section, 

_

attomey fees must be calculateã ât the rate charged to the provider except thât attorney fees awarded

must bà the lesser of the âttorney's nonnalhourly fee or $100 pel hour'

c. In contested case proceedings involving more than one issue, the administrative law judge shall

determine what portion ofeach party's attorney fees and costs js lelated to the issue or issues on which it

frevailed and foi which it is entiled to an award. In rnaking that determination, the administrative law

judge shall consider the amouft of time spent on eacl.t ìssue, the precede'tial value

oftheissue,tlrecomplexity,oftlreissue,andotherfactorsdeemedappropriatebytheadministrativelaw
judge.

D'WhentheDepallmentpfevailsottatrissueitlvolvingmol.cthalronept.ovider,the
adtninistr.ative law judge shall allocate the total amount of any award fol attofney fees and costs among

the pr.oviders. In d'eteimining the allocation, the administ.ative law judge sltall consider each provider's

ron",ury ;ntelest in tlie issue and other factot's deened appropriate by the administlative law judge

E. Attorney fees and costs awarded to the Depaltrrent fol ptoceedings under thjs section must

not be repolted ot treated as allowable costs on the provider''s cost reporl'

F. Fees and costs awafded to a providel for proceedings under tlris section must be reinbursed to

themwithinl20daysofthefilraldecisionontlreawardofattorÍìeyleesandcosts.

G.lfthepl.ovicler.faitstopaylheawaldedattorneyfeesandcostswithinl20daysolthefinal
decision on the award of attolney iees and costs, the DepaftÍnent may collect tlle amount due thlough any

method available to it for tlte collection of medical assistance overpayments to pl'oviders. lÍìlelest charges

must be assessed on balances outstanding after 120 days of tlìe final decision on the award of attol'ney
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fees and costs. Tlre annualinterest rate charged must be tlre rate cÌrar.ged by the Conrmissioner of
levenue for Ìate payment oftaxes that is in effect on the 12lst day after the final decision on t6e award ofattorÌìey fees and costs.

H. Amounts collected by the commissioner pursuant to this section must he deemed to be
lecoveties.

-I This section applies to all contested case proceedings set on for bearing by the commissioner
on or aftel April 29, 1988, r.egar.dless ofthe date the àppeat wÃ filed.

SECTION 19 050 Legal and related expenses. Legaland lelated expenses for unresolved challenges
to decisions by governmental agencies shallbe separate-ly identified and expÌained on the p.oviderb 

"ostrepoll for each year ín which the expenses are inculred. When the challenge is resolved in favor ofthe
governmental agency, the provider shall notify the Departmetrt of the extenito which its chalÌenge was
unsuccessful or the cost report filed for the reporting year in which the chaflenge was rcsorved. 

"In
addition the provider sharl inform the Departm;nt oflire years in which it craimed legar and rerated
expenses and the amount ofthe expenses claimed in each year relating to tl.ìe unsuc-cessful challenge.
The Depadment shallreduce the provider's r¡edical assistance late in tlie subsequent rate y"u,. uy it 

"total amount claimed by the plovider for legal and related expenses incurred 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. Medicar assístance must rot be used to pay trre costs of nur.sil.ìg care
plovided to a patierf in a swing bed unless:

A The facirity in whjch the swing bed js rocated is eligibre as a sore communiry provìder, asdefined in 42 CFR 5412.92.

.. t As ofJanuary r,2004, fhe facirity in whìch trre swing bed is located had an agree'rent
with the Deparhnent to provìde medjcal assistance swing bed services. This exception applies to su/irg
bed selvices plovided on or after July 1,2005.

C' . The facility is a public hospital owned by a governmental entity with l5 or fewer licensecl
ccule-carc beds.

D Nursing facility cat'e lras bccn rcconrmeuded für'tlre person by a long-ter.m care consultation
teanl.

E. Tlre persorr no longer requ¡res acute_care services.
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F. No nursing facìlity beds are available withjn 25 miles of the facìlity'

G. Medical assistance also covers up to ten days of nursing care provided to a patient in a swing

bed if: (1) the patient,s physician cefiifies that the patient has a terninal illness or condition that is likely to

result in death within 30 dáys at'ìd tlìat movil'ìg the patient would not be in the best interest of the patient

and patient's farnìly; (2) no open nursing home beds are avaìlable within 25 miles ofthe facility; and (3) no

op"n b"d. ar.e available in any Medicare hospice progtam wìthin 50 Ûriles of the facility.

The daily medical assistance payment rate for nursing care for a person in a swing bed is the statevr'ide

average medical assistance skilled nursing cal.e per diem as computed annually on Juþ 1 of each year.

SECTION 20.020 Negotiated râtes forsenices for ventilâtor-de pe nde nt percons. A nursing

facility rnay receive a negotiated payment late to provide services to a ventilator-dependent person ifi

A. Nursing facility care has been recommended fol the person by a long-term care consultation

team.

B. The person has been hospitalized and no longer requires inpatient acute cal'e hospital services.

C.Necessarysel.Vicesforthepersoncannotbeplovidedulidelexistingnursing
facility rates.

A negotiated a justment to the operating cost paymel]t rate for a nursing facility rnust reflect onþ the

additional cost oi meeting tlte specialized care needs of a ventilator-dependent person based on

documeÍìtation of supplies used and time spent on caring for llìe residellt, up to the maximum ratc

describcd bclow. For persons who are initially admitted to a nrrrsing lacility befole July 1, 2001, and have

theif payment rate negotiated after July 1,2001, the negotiated payment rate must not exceed 200 percent

of thË highest RUGs iate. For persons initially admitted to a facility onoraftet July 1,2001,the negotiâted

puy,n"nt'.ur" tr.rust not exceed á00 percent of the highest RUGs t ate. The adjustment may be negotiated

with a resident who ìs ventilator-dependent, for that resìdent

Effective July l, 2007, ol upon opening a unit of at least ten beds dedicated to care of ventilatot -dependent

per.sons, whichever ìs Iater, the opelating payment rates for residents meeting the ventilator'-dependent

cr.iter.ia above in A-C, in a nulsing facility in Waseca county that on February 1, 2007, was licensed for 70

beds and rejmbursed undel. Sectior.rs 1.000 to 22.000 or pulsuant 1o Section 22.000, shall be 300 percent of

the facility's lrighest RUG rate

SECTION 20.025 Special payment râtes for shott-stay nursing facilities. Fol'the late yeal

beginning on o' afterìuly 1,1993, a 
'ursing 

facility whose avel'age length of stay for the preceding
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repofting years is (l) ìess than 180 days; or (2) less than 225 days in a nursing facility with more than 315
licensed beds must be reinbursed for allowable costs up to 125;ercent ofthe total car.e-related ìimit a'd
105 pelcent ofthe other-operating-cost limit for hospitalattacheà nur.sing facilities. A nur.sing facility that
received the benefit oî thìs limit during the late yeaibeginnìng Juþ l, 1992, continues to receive th;s rate
during the rate year beginning Juþ l, r993 even if the nursing tacitity's rength ofstay ìs more than rg0
days in the rate years subsequent to the rate year.beginning iuly 1, 1991. For purpóses of tl.ris section a
nursing facility shall compute its average length of stay by dividing the nu.sing iucìlity's actual resident
days for the reporting year by the nursing facility's totàr resident d]scharges fãr that ieportirg year.

SECTION 20'026 lntenm closure payments for numing facilities designated for closure under an
approved closure plan and speciar mte adjusfments for nursing facilities remaining open under
an approved closure plan. Instead ofpayments pulsuaft fo Sections 1.000 to 21.000 or.'puÅuant to the
prospective rate-setting methodolog' in section 22.000, the Depârtnìent may approve a ciosure plan or a
phased plan, permitting certain nursing facilities to receive inferim closure påyÁånt, o, speciul råte
adjustmefts.

A. For.the purposes of this section, the following have the tneanings given.

(l) "Closure plan,, means a system to close one or more nur.sing facilities a'd
Ieallocate the tesulting savings to provide specialrate a justmeÍìts at other nursìng ficilities. A closur.e
plan may.be submitted by nursing facilities that are owned or operatecl by a nonpr:ofit corporation owring
oroperating more than 22 nulsing.facìlities. Apploval ofa closure pian åxpires l8 months after approval,
unless commencement of closure has occuued at all nursing facilities designated for closure under'th"
plan.

(2) "Cominencemeff of closure" means the date the Depal.tlnent of Heaith is notjfied
of a planned closure, as pan of an approved closure pian.

(3) "Completion ofclosure" means the date the final resident ofa facilìty designated
for.ciosure in a closute plan is dischalged, or the date on which beds from a partial closure ar.e delicJnsed
and decertified.

(4) "lnteliul closure payments" nlcans the nredical assistance paynrents lhat may he
nìade to a nulsing facility designated for closure in an approved closur.c pJan.

(5) "Phascd plan" nleatrs a closLre plan affecting mole than o¡re nursing läcility
undergoìng closure tlrat is conrmenced and courplctccl in phases.

(6) "Special r.ate adjustment,, means an increase in a nut.si'g faciìity,s oper.ating
rates' The specjal rate adjustlreft for each faciiity willbe aliocated propor.tionately to the various rate per
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diems included ìn that facility's operating rate.

B. The Department willnot approve a closure plan or a pliased plan unless it determines that

projected state savings equal or exceed projected state and county goverl.ìment costs, incÌudìng facility

costs during the closule period, flie estimated costs of special late adjustnients, estimated Ìesident

rejocation costs, the cost of seNices to relocated residents, and state agency administl ative costs relative

to the plan. To achieve cost neutrality, costs may only be offset against savings that occur \ryithin the

same state fiscalyear. For purposes ofa phased plan, the lequirentertt that cùsts tttust uot exceed savings

applies to both the aggregate costs and savìngs ofthe plan ancl to each phase ollhe plan

C. lnterim closure payments. To pay inierini closure payments, the Depaltment will:

(1) Apply the interim and settle-up rate provlsions of Section 12.000 to include

facilities covered under this section, effecfive from commencement of closure to completion of closure;

(2) Notvrithstanding Section 16.140, item B, extend the length of the interim period,

but no longer thân 12 months;

(3) Limit the amount of payable expenses related to the acquisition ofnew capital

assets;

(4) Pr.ohibit the acquisition of additional capital debt or refinancing of existing capital

debt unless priol approval is obtained flom the Depaftment;

(5) Establish as the aggregate administlative ope|ating cost Jinitation lor the interirn

pcriod thc âctu{Ìl aggregâte administrative operating costs fol the period immecliately before

commencernent of closule that is ofthe same duration as the interim period;

(6) Require the retention of financìal and statistical recolds until it has aùdited the

interirn period and the settle-up rate;

(7) Make aggregate paytnents under this section fol the ifterin peliod up to the level

ofthe aggregate payments for the peliod irnmediately before to comrneÍrcenlel'lt of closure that is ofthe

same duration as the intelirn period; and

(S) Change any other provision to which all parties to tlre plan agtee.

D. As pa¡t of a phased pJan, a nursing facility may receive a special rate adjustment The

special rate adjustment may be received under more thaÍì one phase ofthe closue plan, and the cost

savings from t¡e closule ofthe nutsìng facility designated fol closure nray be applied as an offset to the
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subsequent costs of more than one phase ofthe plan. Ifa facility is proposed to l.eceive a special rate
adjustlnent or provide cost savings under more than one phase oftbe plán, the ploposalnrust descrìbe the
special l?te adjustments or cost savings in each phase of the plan.

(l) The special rate adjustment js effective no eallier than the first day ofthe rnonth
following completion of closure of all nursing facilities designated for closure under the closure pÌan.

(2) For purposes ofa phased plan, tlie special rate adjustment for each phase is
effective no earlier than the first day ofthe month following completion olclosure of all nursing facilities
designated for closure in that phase ofthe pian.

SECTION 20'027 Planned crosure rate adjustments under an approved closure plan. Bet\ryeen
August 1, 2001, and June 30, 2003, the Department may approve pranned crosures of up to 5,140 nursing
facility beds, less the number of beds delicensed ir.r facilities during the same period wìthout approved
closure plans or that have notìfied the Minnesota Departr'ìent of Health oftheir intent to clos; without an
apploved closure plan. Beginning JuIy 1,2004,rhe Depaftment may negotiate planned closures only if the
proposals ale budget neutral to the state.

A. For the purposes of this section, the following have tlte meanings given.

(l) "Closu¡e" means the cessation of opelations ofa facility and delicensur.e and
decerlification of all beds within the facility.

(2) "Closure plan,,means a plan to close a facility and reallocate a pottion ofthe
resulting savings to pt'ovide planned closure rate adjustments at other facilities. A closur.Ë plan is submitted
to tl'ìe Depaltment by a facility. Apploval of a closur.e plan expires l g months after approval, unless
commelrcement of closur.e has begun.

(3) "Commencement ofclosure" means the date on which residents and desjgnated
lepresel'ìtatives ale notified ofa planned closure as patl ofan approved closure plan.

(4) "Completion of closure" means the date on wllich Lhe lìnal lesident of a facility
designated for clostlre in an apploved closure pJan is discharged, ol the clatc on w¡ich berls fr.orr a par.tial
closu¡e ale delicensed and decertified.

(5) "Pofiinlclosur.c,,means tlle delice¡sure aluj decertific¡tjon ofa por.tion
of the beds within the facijity.

B. Closure late adjustment calculation. The Depaltment will calculate the pJanned closure
rate adjustmeÍìt âccording to the following:
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(1) the amount available is the net reduction ofnursing facility beds rnultiplied by

$2,080 for planned closure rate adjustments negotiated or effective befol e March 1,2006. Beginning

March 1,2006, the amount available is the net leduction ofnutsing facility beds rnulitipÌied by a negotiated

closufe rate a justment factor. For planned cJosures approved after June 30,2009, a per'-bed amount of
$2,080 is allowed for a nulsing facility planned bed closure and the late negotiation process is eliminated.

Between November 1, 201 1, and June 30,2013, applications will not be accepted for planned closure l'ate

adjustments.

(2) the total number of beds in the facility or facilities receiving the pÌanned closure

rate adjustment are identified;

(3) capacity days are detennined by rnultiplyìng the number determined undet'clause

(2) by 365:' and

(4) the planned closure rate adjustment is the amount available in clause (1), divided

by capacity days determined under clause (3).

C. A planned closure rate adjustment is effective on the first day ofthe month following

completion of closur.e of a facility designated for closure in the application and becomes part of the

facility,s external fixed payment rate. Effective for closures occulling after August l,2017, a planned

closure rate adjustment is effective on the filst day of January ol July, whichever occurs first, following

the day on wliich closule of the facility is completed.

D. A fàcility or facilities paìd pursuant to this Attachment with a ciosure plan may assign a closure

rate adjustment to another facility or facilities that are nr:t cìnsing or, in the case ofpadial closure, to the

facility undertaking the partjal closul'e. A facility may also elect to have a closure rate adjustrnent shared

equalþ by tbe fle nursing facilitìes with the lowest total operating payment Ìates in the state deveìopment

region in which the facility that is closing is located.

Facilities that deÌicense beds without a closure plan, or whose cìosure pJan is not app|oved by the

DepâltmeÍìt, may assign a plamred closul'e rate adjustment (incìuding assìgning the atnount calculated

under item B to themseÌves) if:

(1) they ate delicensing no more than five beds, or less than six perceÍìt of
their total licensed bed capacity, whichever is gleater;

(2) are located in a coulty in the top three quarliles of beds pet' Ì,000

pelsons aged 65 or oldet; and
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(3) have not delicensed beds in the prior.three months.

If a facility delicenses six or more beds, o¡ six percent or more of its total licensed bed capacity,
whichever is greater, and does not have an approved closure plan or is not eJigible for the adjustment
calculated in item B, the Depaftment calculates the an'ìount the facility wouid have been eligible to assign
and uses this amount to provide equal rafe adjustments to the five nursing facilities with the lowest total
operating payment rates in the state development region in which the facility that delicensed beds is
located.

E. Reserved

F. A facility receiving a planned closure rate adjustment js eligible for any other rate
adjustments under this Attachment.

G. A facilify. that receives a planned closul.e rate adjusûnent may reassign it to
another facility that is under the same ownership at âny tinie within three years of its effectjve date. The
amount of the adjustment is computed according to item B.

H. If the per bed doilar amount specified in item B, subitern (l) is increased, the Depafiment
will recalculate planned closure rate adjustments fol facilities that delicense beds to teflect the inàrease in
the per bed dollar amount. The recalculated planned closure rate adjustment is effective from the date the
per bed dollar amount is ircreased. The removal ofthe iir¡it in itern B, subitem (l) does not constitute an
increase.

l. Upon the request ofa facility that is completely ceasing operations, the Department lnay
increase the total payment rates ofthat facility by 50%, This rate inc¡ease is to reimburse relocation costs
or other costs related to facility closure, may be in eflect for.up to 60 days, and cannot begin until the
number ofresidents in the closing facility ìs less than or equal to 90% ol its licensed capacity.

J. After a facility that elected a 50yo rafe increase under. par.agraph I has ceased
operations, the Department will delay the implementation of a closure t ate adjustment computed under
paragraphs A. to H to recovel the Medicaicl-r'elaled uosts ofthe râte incrcasc given undei par.agr.aph I.

K A planned closure rate adjustment shall be approved fol an eight-bed facility in Big Stone
County for reassìgflncnt to a 50-bed facility witltir the coullty.

SECTION 20.030 Fâcilitv sewing exclusively the physically hanclicapped. Nursirrg facilitìes that
selve physically handicapped indivìduals and which have an average length of stay of less tha¡ one year.
a|e limited to 140% of tlìe otheÌ'-operating-cost limit for hospital attached nursing facilities. Other iacilities
selving physically handicapped jndividuals but whose average lengtlr of stay is not less than one year have
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a limit of 105 percent of the appropliate hospital attached limit.

SECTION 20.035 Hospital-attached nursing facilities, A hospital-attached nursing facility shalluse
the same cost allocation principles and methods used in the reports filed for the Medicare
prograln.

A hospital-attached nursing facility is a facility which meets the 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 the

Medicare Program is a hospital-attached nursing facílity.

B. A nursing facility which, prior to June 30, 1983, was classified as a hospital-attached nursíng

facílity undel Minnesota Rules, and which has applied for hospital-based nulsing facility status under the

Medícare program during the repoÍing year or the nine-month period following the nursing facility's
reporting year, is considered a hospital-attached nursing facility for the rate year followirg the reportíng

year or the nïre-month period in which the facility rnade its Medicare application.
(l) The nursing facility must file its cost repolt or an amended cost repoIl fol that

reporting year before the following rate year using Medicare principles and Medicare's

recommended cost allocâtion methods had the Medìcare Program's hospital-based nusing facility status

been granted to the nursing facility.

(2) Ifthe nursing lacility is denied hospital-based nursing facilìty status under the

Medicare Program, the nursing facility's payment rates fot'the rate yeals the nulsing facility was
consideÌ ed to be a hospital-attached nursing facility pulsuant to this paragraph shall be recalculated

treating the nursing facility as a non-hospital-attached nursing facility.

C. The sulviving nursing fàcility ol a nonprofit or community operated hospital-attached nursing

facility whicli suspended operation ofthe hospital is considered, at the option ofthe facility, a hospital-

attached nursing facility for frve subsequent rate yeals. ln the fourlh year the facility will receive 60

percent of the difference between the hospital-attached limit and the freestanding nursìng facility limit, and

in the fifth year the facility will receive 30 percent of the difference.

D. For rate years beginning on ol after July 1,1995, a nursing facìlity is consideled a hospital-

attacJred nursing facility for purposes of setting payment rates uÌìdel tl.ìis attacllment if it neets the above

requirements, and: (l) the hospital and nulsing facility ale plrysically attached ol connected by a tunnel or
skyway; or'(2) the nu|sing facility was recognized by the Medica|e Program as hospital attached as of
January 1, 1995 and this status l'ras been maintained continuously.

SECTION 20.040 Receive rc hip.



STATE: MINNESOTA ATTACHMENT4.I9-D 0{F)
Effective: October l, 2017 page 128
TN: 17-26
Apploved: il4AR 062018
Supersedes: 17-16(11-01,16-04, l5-10, 14-13,13-16, 12-23,12-15,12-11,lt-26,ll-17, l1-

13, 11-08, 0-25, 10-15, l0-13, 09-26,08-18, 08-15, 07-10, 07-07, 06-13, 05-14)

A. The Deparlment in consultation with the Depaftment of Health may establish a leceivership
fee thât exceeds a nursing facilþ payment râte when the Commissioner of Health or the Commissionet'of
Human Services determines a nursing facility is subject to the receivership provìsions. In establishing the
receivership fee payment, the Commissioner must reduce the receiver's requested leceivership fee by
amounts that the Conmissioner detetmines are included in the nursing facility's payment rate and that can
be used to cover patt or alloftbe receivershþ fee. Amounts that can be used to Ieduce the receivership
fee shall be determined by reallocating facility staff or costs that were formelly paid by the nulsing facility
before the receivershþ and are no longer required to be paid. The amounts may include any efficiency
incentive, ailowance, and other amounts not specifically required to be paíd for expenditules ofthe nursing
facìlity. Ifthe receivership fee cannot be covered by amounts in the nursing facility's payment rate, a
receivershþ fee payment shall be set according to subiterrs (1) and (2) and payn.rent shail be according to
subitems (3) through (5).

(1) The receiversbìp fee per diem is determined by dividing the annual receivership fee
by the nursing facilþ's resident days from the most recent cost report for wllich the Depafiment has
established a pâyment mte or the estimated resident days in the projected receivershþ fee period.

(2) The receivership fee per diem shall be added to the nursing facility's payment rate.

(3) Notification ofthe payment late increase must meet the requit'ements for the notice
to pÌ ivate paying residents.

(4) The payment rate in item C for a nursing facility shaÌl be effective the first day ofthe
month following tlie receiver's compliance with the notice conditions.

(5) The Department may elect to make a lump surn paynent of a portion of the
|eceivership fee to the receìver or managing agent. In this case, the Depafiment and the receiver o| the
managing agent shall agree to a repayment plarr.

B. Upon receivìng a recommendation from the Commissionel of Health fot a review of rates, tl'ìe
Commiss jonet' shall glant an adjustment to the nursing facìlìty's paymcnt ratc. Thc Comrnissioner shall
review the t'ecommendation of the Commissionel of Health, together with the nu'sing facility's cost repol't
to deternine whetlìer ot not the deficiency or need can be corrected ol nret by leallocating nursing facility
staff, costs, revenues, ot othet tesources incÌuding any investmerts, efficiency ircentives, or allowanccs.
Ifthc Conlnrissioncr dctcrm¡nes thâÎ the deficiency car'ìnot Lìe colrected or [ltc lccrl cäntrol be met, the
Con.ll¡issioner slrall determine the paynrent l'ate adjustment by dividing the additional annual costs
established durìng the Commissioner's review by the nursing lacility's
actual resident days flom the most recent desk-audited cost report.
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C. Ifthe Depaltment has established a receivership fee pel diem for a nursìng facilily in

r.eceivership under.item A or a payment rate adjustment under item B, the DepafilneÌrt must deduct these

leceivelship paynients accordíng to subitems (l) to (3).

(i) The total receivershþ fee payments shall be the teceivership per diem plus the

payment rate adjustment multiplìed by the number ofresident days for the period ofthe receivelship. If
actual resident days for the receivership period are not mâde available withir two weeks of the

Depaftnrent's written request, the Department shall compute the resìdent days by prt-rrating the facility's

rcsìde¡t days based on the number of calendal days from each poltìon of the nr"rrsing facility's repofiing

years covered by the receivership period.

(2) The amount determined in item A must be divided by the nulsing facility's resident

days for the repolting year in which the receivership pel'ìod ends.

(3) The per diem amount in item B shallbe subtracted from the nursing facility's

operating cost payment rate for the rate year following the reporting year in which the receivership period

ends. This provision applies whether or not there is a sale or transfer ofthe nursing facility, unless the

plovision of item G apply.

D. The Commissioner of Health may request the Commjssioner to reestablish the receivershìp

fee payment when tþe oliginalterms ofthe receivershþ fee payment lrave sígnifìcantly charrged with

regárd to the cost or duration ofthe receivership agreement. The Comrnissioner', in consultation with the

Commissioner of Health, may reestablish tlie receivership fee paynrent when the Conrmissioner

detennines the cost o¡ duration ofthe receivership agreement has significantly changed. The provisions of
developing a receivership fee payment apply to the reestablishment plocess.

E. The Comrnissioner of Health shall lecommend to the Commissioner a review of the rates fol'a

nursing home ot boarding care home that palticipates in the Medical Assistance Program that is in

voluntary or involuntary t'eceivership, and that has needs or deficiencies documented by the Department of
Health. Iltlre Commissioner of Health determines that a review of the tate is needed, the Commissioner

shall provide the Commissionet of Hunran Services with: (l) a copy of the otder or detelmination tlmt cites

the deliciency or need; and (2) the Commissioner's recommendation for additional staff and additional

annual hours by type or.employee and additional consultants, services, supplies, equipment, oI repairs

necessary to satisfy the need or deficiency.

F. Dow¡sizing and Closing nulsing facilities. If the nulsìng facility is subject to a downsizing to

closure process duling the period of receivership, the Commissioner may reestablish the nut'sing facility's

paynìent rate. The payment rate shall be established based on the nu|sing facility's budgeted operatilg

costs, the t.eceivership property related costs, and tl.ìe managerrent fee costs for tlre receivelship peliod

divided by the facility's estimated resident days for the same period. The Conrmissiolrer of l{ealth ald the
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Commjssjoner shall make every effott to first facilitate the tl'ansfer of plivate paying residents to alternate
service sites prior to the effective date ofthe payment rate. The cost limits und tl.r" 

"u." 
mix provisions in

the.r¿te setting system shall not apply during the portion ofthe receivershþ period over. which the nursi¡g
facility downsizes to closul€.

G. Sale or transfer ofa nursing facility in receivershþ after closure.

(l) Upon the subsequent sale or transfer of a nursing facility in receivership, the
commissioner must recovel' any amounts paid through payment rate adjustments under. i¡eÅ F which
exceed the normal cost of operating the nursing facility. Examples ofcosts in excess ofthe normal cost of
operatjng the nursing facility include the managing agent's fee, dhectþ identifiable costs of the managing
agenl, bonuses paid to employees fol their continued employnent during the dovvnsizing to closure of-the
nursing facility, prereceivershþ expenditures paid by the receiver, additional professionãl services s¡:ch as
accountants, psychoÌogists' and dietitians, and other similar costs incun'ed by the receiver to complete
receivership. The buyer or transferee shall lepay this amount to the Commissioner within 60 days after.
the Commissioner notifìes the buyer or transferee ofthe obligation to repay. The buyer or transferee must
also repay the private-pay resident the amount the pr'ìvate-pay resident paid through payme't r.ate
adjustment.

(2) lfa nulsing facility witli payrnent rates subject to item F, subitem (l) is later.sold while
the nursing facilþ is in receivershþ, the payment rates in effect prior to tfue receivershìp shall be the new
owner's payment rates. Those payment rates shall continue to be in eîfect untìlthe rate year following the
leporting peliod ending on septembel'30 for the new owner. The reporling period shali, whenever
possible, be at least five consecutive months. ìfthe repofting period is less than five monlhs but moÌ.e thaÍr
thlee months, the nursing facility's resìdent days for the last tvr'o months of the r.eporting period rnust be
annualized over the repolting period for the purpose of computing the payment Ì.ate for the rate year
lollowing the reporting period.

Upon the subsequent sale or tlaÍìsfer of the mrrsing facility, the department may r.ecover anrounts paid
through paynelìt rate adjustlnents under this section. The buyer or tlansferee will t.epay thìs amount to
the deparhnent within 60 days after the depaltment notifies the buyel or transfe'=" oi tir. obligation to
repay. The buye. or t.ansreree must also rcpay the private-pay Ìesident tlre ämount rhe priuate-pay

resjdent paìd through payment r.ate adiustment.

SECTIoN 20.050 Mcdicare uppeI. paynrena lirri( rärc âdjustmcnt. In thc cvcnt that the aggregate
paylrent rates detelnrined under this plan exceerl the Meclical'e ì.lpper pa)4nent lilnit establisheJat ¡2 C¡'R
$ 447.272, a late adjustment will be deter.mined as follows:

A. Aggregate tl.ìe paymeDt rates detel.mined under.this pìan.
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B.DeterminetlreMedicar.eupperpaymentlimitjnaccorclancewith42CFRS44T.2.T2'

C. Subtract item A from item B.

D. If item C exceeds zero, divjde the amount in item C by total statewide nursing facility resident

days during the rate year in whicli item C exceeds zero'

E. Subtract item D from the rate othet wise detelmined undcr this plan

SECTION20.060EmployeeschplâtshipcostsandtraininginEnglishasasecondlanguage
(ESL).

A. For the rate yeafs beginning July 1,2001 and July 1,2002,1he Departmerf will provide to

each nursing facility reimbursed pursuant to sections 1.000 to 21.000 or pufsuant to Section 22.000 a

scholarship-per dieil of $.25 to tÀe total operating payment rate to be used for employee scholarships and

to provide job-related training in ESL

B'FofrateyealsbeginningonorafterJulyl,2003,the$.25sclrolarshipperdiemjsremoved
from the total operating paymerf rate, and the scholarship per diem is based on actual costs. In calculating

the pe' die'r, only costi ielated to tuition and direct educational expenses are pennitted

c. Effective July 1,2015, nursing facilities that close beds may lequest a recalculation o1

their scholarship rate for the remainder of the rate year to reflect the leduction in resident days, when the

resulting rate adjustment is $.15 per day or greater.

D. Effcctive october 12015 through December' 31,2017, a scholarship pel diem ofup to

$.25 willbe added to the paymefi rate for each nursing facility without a scholarship pel diern included

within their rate and now requests this increase.

SECTION 20.070 Alternative to Phase-in of Rebasing for Publicly-owned Nurcing Facilities

(a) For ser.vices delivered beginning October 1, 201 1, nursing facilities whose physica I plant is owned by a

àity, county, or hospital districl may enter into an agreement \ryjth the Depadment fol a higher payment

rate under.this seciion. Until December 31,2015, nursirg facilities that apply shall be eligible to select an

operating payment rate, for a RUG's level with a weight of 1 00, up 10 the rate calculated in section

Zà.tsO *iil]out application ofthe phase-in under section 23.160. Tbe rates for the othel RUG's levels shall

be computed as provided under section 23. 150'
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(b) For services delivered between october l, 2011, and December.3l,20l5, rates deter.mined undel.this
section shall be based on the most recent available cost repolt.

(c) Beginni'g January l, 2016, nursing facilities whose physicarplant is owned by a city, county, or
hospital d;stfict mây select an operaring payment rare, f;rã nuô'. lever wìth a weìghiár r.oo, rf to tt,"
amounf allowable under the Medicare upper payment límit. The rates for the other RUG,s leváls shallbe
computed as provided under section 23,150.

(d)The commissioner may, at any time, reduce the payments under this section based on the
commissioner's determinafion that the payments shåll cause nursing facility rates to exceed tl.ìe state's
Medicare upper payment Ìiffrit or any other federal limitation. If the commissioner determines â l.eduction
is necessary, the commissioner shallreduce allpayment rates for. particþating nur.sìng facirities by a
percentage applied to the amount of íncrease they would otherwisL receive under thii section aná shaÌl
notify pafticìpating facilities ofthe reductions. The percentage would be calculated by dividing the
an'ìount over the upper payment limit by the totalMedicaid pãynents for the participaiing taciìíties.

SECTION 20.090 Disaste r-related provisions.

.^ A. Notwithstanding a provision to the contrary, a facìlity may receive payments for expenses
specificalþ incu'red due to a disaster. PayÌnents willbe based án actral do"u,¡"nted costs forìhe ;erioddu.i'g which the costs were incuued, and will be paid as an acld_on to the facility,s payl.nent ¡.u,", o,. u, u
Iump sum payment. The actual costs paid will be ieported on the next annual cost report as non-allowabJe
costs, in.order to avoid duplicate payment. costs sublnitted for payments wi be subject to review ancr
approval by the Department. The Depattment's decision is finai and not subject to appeal. Costs not paid
in this manner may be claims on the subseqìrent cost repoft for inclusion in tlie facility s payment r.ate.

B. For transfers of ress than 60 days, the rates continue to appþ for. evacuatecl facilities and
¡esidents are not counted as admissions to facilities that admit them. The resident days reiatecl to theplacetrent of such l'esidents who continued to be billed under an evacuated facility,s provider. mrmber ar.e
not counted in the cost repol't sublrìitted to calculate râtes, and the additional expendióres a¡e considered
non-allowable costs l,or. Iàcilities that admit victir¡s.

C' For traÍlsfers of60days ormore,a formaJ discharge/adrnission plocess uust be cgr¡pleted, so
that the l esjdent becomes a resident ofthe receiving facìlity.

D. When a person is admjtted to a facility fr.om thc colnnrunity, the resitjelrt rrrarr,',"n,
requirement in Section 15.010 ìs waivecl. Ifthe resident has lesided iil the iacility for 60 days or. n.ìore, tl.ìelacility must comply with Section 15.010 as soon as possible.
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SECTION 20.100 Bed layaway and delicensure.

A. For rate years beginning on or after Juþ 1,2000, a nursing facility reimbursed under

Sections 1.000 thr.ough 2l.000 that places beds on layaway will, for purposes of application ofthe

downsizing incentive in Section 16.040, item G, and calculation ofthe rentalper diem, have the beds given

tlte same effect as if the beds had been delicensed so long as they remaìn on laya\ryay. At the

time of a layaway, a facility may change its single bed election for use in calculating capacity days under

Section 16.'l 10. The pr.operty paymeú rate increâse is effective the first day of January or July, whìchever

occurs firct, following the date on which the Ìayaway of the beds becomes effective Llnder slale la\ry.

B. For rate years beginning on or after July 1,2000, notwithstanding alry provision to the

contr.ary in section 22.000, a nursing facility reimbursed under Section 22.000 that places beds on

layaway is, for so ìong as the beds remain on layaway, allowed to:

(l) Aggregate the applicable investment per bed limits based on the nunber ofbeds

licensed immediately prior to entering the alternative payment system in Section 22 000;

(2) Retain or change the facility's single bed election for use in calculating capacity

days under Section 16.110; and

(3) Establish capacity days based on the number ofbeds immediately plior to the

layaway and the number of beds aftet the layaway.

C. The Department vr'ill increase the facility's property payment rate by the incremental

increase in the rental per. diem resulting from the recalculation of the facìlity's rental per diem applying only

the clìanges resulting from the layaway of beds and subitems (l), (2), and (3). lf a facility reimbutsed

untler. Section 22.000 conrpletes a molatoriulrì exception project after its base year, tl'ìe llase year property

rate is t¡e moratorium project property rate. The base year rate is ìnflated by the factols in Section 22.060,

ìtems C through F. The property payment rate increase is effective the first day ofthe month following the

month in which tlie layaway of the beds becolnes effective.

D. If a nursing facility rernoves a bed flom layaway status in accot'datrce wjtlr

state law, the DepaÍment will establish capacity days based on the numbet' of licensed and ceftified beds

in the lacitìty not on layaway and willreduce the nulsing facility's property paylnent rate in accordance

with itern B.

E. For the rate years beginning on ol after July 1,2000, notwithstanding any ptovìsiotl to the

contrary under Section 22.000, a nursing facility |eimbulsed uÌrder that section, with delicensed beds after

July 1,2000, by giving notice ofthe delicensure to the Depaltment of Heallh accolding to the notice

lequiremenls ìÌr state law, is allowed to:
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- (1) Aggregate the applicable investment pel bed limits based on the nunrber of beds
licensed immediately prior to entering the alternative payment;ystem;

(2) Retain or change the facilìty's single bed election fol use in calculating capacity
days under Section 16. I 10; and

(3) Establish capacity days based on the number ofbeds imlnediatery prior.to the
delicensure and the number of beds after the delicensure.

The Depaftment will increase the facility's property payment l'ate by the incremental i¡crease in the rental
per diem resulting from the .ecaiculation ofthe facility's rental per diem applying only the changes
resulting from the delicensure of beds and subitems ( l), (2), and (3). lf a facility reìmbursed unãer. Section
22.000 completes a moratorium exception project after its base year, the base year proper.ty rate is the
moratorium project pfoperty rate. The base year rate is inflâted by the factorc ln se;tio;2i.060, items c
through F. The property payment rate increase is effective the fìist day ofthe month foÌlowjng the month
in which the delicensure of the beds becomes effective.

F. For nursing facilities reimbursed pursuant to Sections 1.000 to 21.000 or Section 22.000,
any beds placed on Jayaway are not iricluded in calculating facility occupancy as ìt pe¡.tains to leave days.

G For nursing facilities reimbursed pursuant to Sections 1.000 to 21.000 or Section 22.000,
tlle .ental rate calculated afte'piacing beds on layaway may not be less than the rental rate prior.to
placing beds on layaway.

H A nursing facility leceiving a rate adjustment as a result of this section must not ìncrease
ntlsing facìlity rates fot'private pay residents until it notifies the residents, or tl.ìe pel.sons r.esponsible for
payment ofthe increase, in writinþ 30 days before the ìr'ìcrease takes effect, Nó notice is rËquired ila
tate increase reflects a necessary change in a resident,s level of car-e.

l. A facility that does not utiÌize the space made available as a result of bed lavaway or.
delicensu|e uùdet r.his section to leduce the number of beds per r.oom or.provide ,nora 

"o¡1,1ron 
siu.. fo,.

nursìng facility uscs or perfoL;l otlier activities related to the opelation of the nursing facility shalihave its
property rate increase calctllatecl under this section reduced by the ratio ofthc squaie footáge nracle
available that is not used fot' tlrese putposes to tlle total sqùare footage nrade avallable as a iesult of herj
layaway or tlelicensure.

J. Effectíve July 1,2013, the mirimum time a nursi'g facility n.ìust keep a bed irr layaway is
sholtened florn one year to six rnonths; alrd the minimunr time that a faciliq,, mJst wair to p.i u UéO i,r
layaway after baving rerloved a bed fi'o' Iayaway is sl'ìortened f'om one year to six months.
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Section 20.1 10. Indian Health Service and Tribal 638 Facilities. Effective July 6, 201 1, pel diem
payments to facilities ofthe Indian Health Service and facilities operated by a tlibe ol tlibal organization
undel funding authorized by United States Code, title 25, sections 450fto 450n, or title I or title V of the
Indian Self-Deten¡ination and Education Assistance Act, PL 93-638, shall be equal to the Medicaid
outpatìent per visit rate published annually by the Director ofthe Indian Health Service under the authority
ofsections 321(a) and 322(b) ofthe Public health Service Act (42 U.S.C. 248 and 249(b)),Public Law
83-568 (42 U.S.C. 2001(a)) and the Indian Health Care Improvement Act (25 U.S.C 1601 et seq.))

SECTION 20.115. Consolidation ofnursing flqcilities effective September l,2011.
A. The commissioner of health, ìn consultation v,'ith the commissioner of human services, may approve a

request for consolidation of nursing facilities that íncludes the closule ol one or more facilities and the
upgrading of the physical plant of the remaining nursing facility or facilities, the costs of which exceed the
thleslrold project limit under section 16.1374, item F. In the event the commissioners approve the request,
the commissioner of human selvices shall calculate an adjustment to the payment rate for external fixed
costs according to clauses (1) to (3):
(l) the closure ofbeds shallnot be elþible for a planned closure rate adjustment
under section 20.027;
(2) the construction project perfiritted in this clause shall not be eligible for a

threshold project or â moratoriurn exception rate adjustmeú under section 22.061; and

(3) tl.re remaining facility or facilities' payment rate for external fixed costs shall be increased by an

anrount equalto 65 percent ofthe projected net cost savings to the state calculated in paragraph (b),
divided by the state's medical assistance percentage of medical assistance dollars, and then divided by
estimated medical assìstance resident days, as defermined in paraglaph (c), ofthe lemaining nursing
facility ol facilities in the lequest in this paragraph. For construction upgrades completed after August 1,

2013, the rate adjustment is effective on the later ofthe first day ofthe month folJowing completion ofthe
construction upgrades ir the consoJidation plan or the first day ofthe nonth followìng the cornplete closule
of a facìlìty designated lbr closure in the consoljdation plan. lf more tlmn one tàcjlity is receiving upgrades
in the consolidâtion plan, each facility's date of construction completion must be evaluated separately. For
constluction upgrades completed aftel August 1,2017 , any rafe adjustment lesulting 1ì'onr the upglade will
be implenrented on the fir'st of the month of January or July, whichever occu's first, after both the
completion ofthe construction upgrades in the consolidation plan and the complete closure ofthe facility or
faciiìties designated fol closure irr the consolidation plan.

B. Fol pulposes of calculating the net cost savjngs to the state, the conmissioner
shall consider clauses ( I ) to (7):
( I ) the annual savings from estimated medical assjstance payments fi om the net
nurnber of beds closed taking into consideration only beds that are in active selvice on the date of the
request and that have been in active service fol at least tl'ìree years;
(2) the estimated aÍìnual cost of increased case load of individuals receiving services



STATE: MINNESOTA ATTACHMENT 4.1 9-D (NF)
Effective: October' 1,2017 Page 136
rN: 17-26 

[t4AR 0 6 Z0lg
Approved:

Supelsedes: l7-16(17-01,l6-04, l5-10, 14-13,13-16, 12-23,12-15,12-ll,11-26, ll-t7,ll-
13, I l-08, 0-25, t0-15, l0- 1 3. 08- 18, 08- I 5, 07 -10, 07 -07, 06- I 3, 0s- l4)

uÍìder the elderly waiver';
(3) the estimated annual cost of elderly waiver recipients receiving supporl under
group residentiaI housing;
(4) tlie estirnated annual cost of increased case load of individuals leceiving services
under the altelnative care plogram;
(5) the annual loss of license surcharge payments on closed beds;
(6) the savings from not paying planned closure rate adjustments that the facilities
would otherwise be eligible for under section 20.027; and
(7) the savings frorn not paying adjustments to the payment rate for extelnal fixed costs fi'om submission
of renovation costs that would otherwise be eligible as threshold projects under section 22.061.

C. For pulposes ofthe calculation in paragraph 4., clause (3), the estimated medical
assl'stance resident days ofthe remaíning facilify or facilities shall be computed assrìming 95 percent
occupancy multiplied by the historical percentage ofmedical assistance resident days ofthe remaining
facility ol facilities, as reported on the facility's or facilities' most recent nursing facility statisticaland cost
repotl filed befol'e the plan of closure is submitted, multiplied by 365.

D. For purposes ofnet cost of savings to the state in paragraph 8., the average
occupancy percentages willbe those repofied on the facility's or facilities' most recent nursing facility
statistical and cost repolt filed before the plan of closure is submitted, and tlìe average payment rates shall
be calculated based on the apploved payment rates in effect at the time the consolidation request is

submitted.

SECTION 20.120. Method for determining budget-neutral nursing facility rates for
relocated beds eflective September 1,2011.

A. Nulsing faci)ity rates fol bed relocations must be calculated by cornpaling the estimated medical
assistance costs pl iol' to and after the proposed bed relocation using the calculations in this subdivision, All
paymeÍìt lates ate based on a L0 case mix level, with other case mix rates deterrnined accordingly.
Nulsing facilìty beds on layaway status that are being rnoved must be included in the calculation for both
the originating and leceiving facility and tleated as though they were in active status witli the occupancy
characteristics ofthe active beds ofthe oliginatirrg facilìty.

B. Medical assistance costs ol the beds in tbe originating nulsing facilities must
be calculatecl as tbllows:
(l) niultipl.y each origìnating façiljty's total paymcnt ratc for a RI)GS weight of 1.0

by the facility's þercentage of nledjcal assistance days on its most recelìt available cost leport;
(2) take the products in clause (l) and multiply by each facility's average case mix

sco|e fo| rledical assistance residents on its most recent available cost repolt;
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(3) take the products in clause (2) and multiply by the number of beds being

relocafed, times 365; and

(4) calculate the sum of the amounts determined in clause (3)'

C. Medical assistance costs ìn the receiving facility, plior to the bed relocation, must

be calculated as follows:

(l) multþly the facility's total payment rate for a RUGS weight of 1 0 by the medical

assistance days on the most recent cost repod; and

(2) multiply the product in clause (1) by tlre average case mix weiglrt of medical

assjstance residents on the most recent cost report.

D. The commissioner shall determine the medical assistance costs prior to the bed

relocation which must be the sum of the amounts detemined in paragraphs B and C'

E. The commissioner shall estimate the medical assistance costs after the bed

relocation as follows:

(1) estinate the rnedical assistance days in the receiving facility after the bed

relocation. The commissioner may use tlle cunent medical assistance portion, ol if data does not exist,

may use the statewide average, or may use the provider''s estimâte of the

medical assjstance utilization of the relocated beds;

(2) estimate the average case mix weight of firedical assistance residents in the

leceiving facility after the bed relocation' The commissioner may use curreft average

case mix weight or, if data does Íìot exist, may use the statewide avelage, oI may use the providel's

estinrate of tlte average case mix weight; and

(3) multiply the amount detetmined in clause (l) by the amoulìt determined in

clause (2) by the total payment rate for a RUGS weight of 1.0 that is the highest rate ofthe facilities from

which the lelocated beds either oliginate or to which tbey are being reìocated so long as that late is

associated with ten percent or more of the total numbet of beds to be in the receiving facility aftel the bed

relocation.

F. lfthe amount determined in paraglaph E is less than or equalto the amouÍìt

detel.mined in paragr.aph c, the commissìoner sball allow a total payÍnent rate equal to the anount used in

paragraph E, clause (3)
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G. lf the amount detemined in parzgraph E is greater than the âmount determined
in parzgraph D, the commissioner shallallow a rate with a RUGS weight of 1.0 that
when used in paragraph E, crause (3), r'esults in the amount determi'ed in paragraph D being equalto the
amount determil.ìed in par.agraph D.

H. Ifthe commissioner relies upon provider estimates in para$aph E, clause (l)
or (2), then annually, for three years after the rates determined in this subdivision take effect, the
commíssioner shall determine the accuracy ofthe alternative factors of medical assistance case load 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 medicar assistance costs exceeding the amount in paragraph D. Ifthe actual
medical assistance costs exceed the estimates by more than five percent, the commissioner shall also
recover the difference between the estimated costs ìn paragraph E and the actual costs. The
commissioner may require submission of data from the receivìng facìrity needed to imprement this
paragraph.

SECTION 20. 130 Medicare certification

Effective Juþ 1,2012, Medicaid certified nursing facilities are not required to participate in the Medicare
progtam Nulsing facility providers that do not pafiicipate in ol accept Medicare assignment must refer
and document the referral of dual eligible recipients for whom placement is requested and for whom tÌre
resjdent would be qualified for a Medicate-covered stay to Medicare providers. The commissioner of
human seryices shall audit nursing faciiities that do not accept Medicare and detemrine if dual eligibie
individuals with Medicale quarifying stays have been admittecr. rf such a determination is lnade, tr.ìe
comnrissione. shall derry Medicaid payrnent for the first 20 days of that r.esident,s stay.

SECTION 21.()OO ANCILLARY SERVICDS

StrCTlON 21.010 Setting payment and monitoring use oftherâpy services.
At the option ofthe ntrrsìng facility, payment for ancilJary nraterials and ser.vjces otherwise covered under
the plan ntay be made to either the nursingfacility in the operating cost per diem, to the vendor of ancììlary
servìccs, ot to the uusittg facility outside of the opcrating cost pei dienr. Elfective August l, zool, ai the
option ofthe nulshrg fncility, payment f'ol alcillary nraLerials ond scrviccs otlrerwise covcretl untler the
plan rray be nade only to either the vendor of anc illary se rices oI to the nursing faciiity outsidc of the
opelathlg cost pel diem The avoidance ofdouble payments shall be rnade thr.origh auclits and acljusfrents
to the nui'sillg facility's annual cost Ieport. The Departrnent will also determine jithe mater.iajs and
seryices a.e cost effective a'd as would be incur.red by a pruclent and cost-conscious uuy"r. il,"rupy
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services provided to a recipient must be medically necessary and applopliate to the medical condition of
the recipient. Ifthe vendor', nursíng facility, or ordering physician cannot provìde adequate nedical
necessity justification, the DepaÍment may recover or disallovr' the payment for the selvices and rnay

require prior autholization for thelapy services or may impose administrative sanctions to limit the plovider

palticþation in the rnedical assistance program.

SECTION 21.020 Ceftifrcation thât treâtment is appropriate. The therapist who provides or

supelvises the provision oftherapy services must certiff in writing that thc thcrapy's naturc, scopc,

duration, and intensity are approp¡iate to the medical condition ofthe recþient every 30 days. The

Department shall utilize a peer review program to make recommendations regarding the medical necessity

of services provided.

SECTION 22.OOO CONTRACTUAL ALTERNATIVE PAYMDNT RATES AFTER AUGUST
1, 1995

SECTION 22.010 Contråctual alternative pâyment rate, A nursing facility may apply to be paid a

contl'actual alternative payment rate instead ofthe cost-based payment rate established under Sections

1.000 to 21.000. A nursing facility selected to receive an aÌternative payment rate must enter into a

contract with the state. Payrrenf rates and procedures for facilities selected to receive an alternative

payment rate are detenllined and governed by this section and by the ternrs ofthe contract. Different
contract terms for different nursing facilities may be negotiated.

SECTION 22.020 Requests for proposals.

A. At least twice annually the Depaftment will publish a request for proposals to provìde nursing

facility services according to this section. All proposals must be responded to in a timely manner.

B. Any ploposal may be rejected if, in the judgment ofthe Department, a contlact with a
particular facility is not in the best interests of tlre residents of the facility or the state of MiÍìnesota.

SECTION 22.030 Proposal re quireme nts.

A. ln issuirrg the lequest for proposals, the Depattment may develop leasonable tequit'ements

which, in the judglnent of the DepartmeÍì1, are necessaly to plotect residents or ensure that the contractual

al[ernative pâyrrent demonst'ation project fulthers the intelest ofthe state of Minnesota.

B. The request for proposals may include, but need not be lirnited to, the followìng:

(1) A lequilement that a nursjng facility rrake reasonable efforts to maxirnjze Medicale
paymeÌrts on behalf of eligible residents;
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(2) Requilements designed to prevent inappropriate ol illegal discrimination agait'ìst residents
enrolled in the medical assistance program as compared to private paying r.esidents;

(3) Requiretnents designed to ensure that admìssions to a nursing facility are appropriate and
that leasonabie effofts are made to place residents in home and community-based settings when
appropríate;

(4) A requirement to âgree to participate in a project to develop data collectio¡ systems and
outcome-based standards for managed câre contracting for long-term care services;

(5) A requirement tlìat contractors agree to maintain Medicare cost reports and to submit them
to tl'ìe Department upon request or at times specified by the Depafiment;

(6) A requirement for demonstrated willingness and ability to develop and maintain data
collection and letrieval systems to be used in measuring outcomes; and

(7) A lequirement to provide ail information and âssurances required by the terms and
conditions of federal approval.

SECTION 22.040 Sele ction process.

A. The number ofproposals that can be adequately supported with available state resources, as
determined by the Depafiment, may be accepted.

B. The Department may accept proposals from a single nursing facility or from a gt.oup of
facilities tbrough a lrlanaging entity.

C The Department will seek to ensure that nulsing facilities under contract are located in all
geographic areas of the state.

D. In additiou to the inlormation and âssuranccs containcd in the submitted proposajs, the
Depaltlrent may consider the lollowing ìn determining whether to accept or deny a pl.oposal:

(1) The facility's history of compliance with federal ând stâtc lâws and rulcs, cxcept that
a facility dccrrcd by the Depat'turent to be in sulrsta¡tjal cullplialcc rviLh fetÌeral antl state lâws and rujes
ìs eligible to respond to a request for proposal. A facility's compliance history ìs not the sole determini¡g
factol il situations where the facility has been sold and the new owneLs bave subrnitted a pr.oposal;

(2) Whether the facility has a record ofexcessive licensure fiÌìes or sanctions ol.
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fraudulent cost reports;

(3) The facility's financial history and solvency; and

(4) Other factors identified by the Department that it deems relevant to a determination

that a contrâct with a particular facilþ ìs not in the best interests of the residents ofthe facility or the state

of Minnesota.

E. If the Depaftment rejects the proposal of a nursing facility, it will provide written notice to the

facility of tlie reason for the rejecfion, including the factors and evidence upon which the rejection was

based.

SECTION 22.050 Duration and termination ofcontrâcts.

A. Contracts with nursing facilities may be executed beginning November 1, 1995.

B. All contracts entered into under this section are for a term not to exceed four years.

C. Either party may teu'ninate a contract at any time witlìout cause by providiug 90 calendar days

advance written notice to the other pafty. The decision to terminate a contract is not appealable.

D. The contract will be renegotiated for additionalterms ofup to four years, unless eithel pafty

provides written notice of termination. The provisions of the contract wilJ be lenegotiated at a minimum of
every lour years by the parties before the expiration date ofthe contract.

E. The parties may voluntatiþ renegotiate the telrns ofthe contract at any ti¡rìe by mutual

agreement.

F. If a nursing facility fails to comply with the terms of a contract, the Departrnent will provide

reasonable notice regarding the breach of contract and a reasonable oppofiunity lor the facility to conre

into compliance.

G. If the facility fails to colne into con'rpliance or to rernain in compliance, the Depaltment ¡Ìay
tern'rinate the contract. lfa contract is termirrated, the contract payment remains in effect for the

remainder of the rate year in which the contÌact was terminated, but in all other respects the provisions of
this section do not apply to that facility effective as ofthe date the coÍìtl'act is terminated.

H. The contract must contâin a provision governing the transition back to tlle cost-based

reìmbursement syste;l established under Sectiot.ìs L000 to 21.000.
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SECTION 22.060 Alternate nâtes for nursing facilities.

For nulsing facilities that have their payment rates determined pursuant to this section rather than
pulsuant to Sections 1.000 to 21.000, a rate must be established under this section as follows:

A. The nursing facility must enter into a \ /ritten contract with the Department;

B. A nursing facility's case mix payn.ìent rate for the first rate year ofa facility,s
contract under this section is the same payment fate as established for the facility under Sections 1.000 to
2l.000;

C. A nursing facility's case mix payment rates for the second and subsequent years of a
facility's contract under this section are the previous rate yeals contuact payment rates plus an inflation
adjustment as plovided in items D and E

D. The index for the inflation adjustment must be based on the change ìn the
consumer Price Index-All ltems (united States city average) (cpl-u) forecasted by the Minnesota
Depaftment ofFinance's national economic consultant, as forecasted in the foufth quartel ofthe calendar
yeal preceding the rate year.

E. The irlflation adjustment must be based on the l2-rnonth period frorn the midpoint of
the previous rate year to tl'ìe midpoint ofthe late year for which the rate is being determined.

F. For the rate years beginning July l, 1999, Juþ 1,2000, July 1,2001, July t,2002,July
1,2003, July 1,2004,July 1,2005, Juþ 1,2006, July 1,2007,Iuly 1,2008, October 1,2009, and October. I,
2010 items c, D, and E apply only to the propedy related payment rate. For the rate years beginnìng on
October 1, 2011, October 1,2012, October 1,2013, O cfobel l,Z0l4, October 1,2015, and October l,
2016, the rate adjustment under items c, D and E of this section shall be suspended. Beginning in 2005,
adjustment to the property payment rate under Sections 1.000 through 21.000, and under this section, ar.e
effective on October 1,2005. In determining the arnount ofthe property t'elated paylnent rate adjustment
urrder items C, D and E, the Depaltment must determine the proportion of the nulsing facility's rates tl.lat
are property lelated based on tlte facility's most l.ecent cost report.

SECTION 22.061 Construction project râte âdjusfrnenls.

A. Effective October 1,2006. facilities pajd under this section may receive n popcúy ratc
adjuslment for cotlstl'uction pl'ojects that exceed the threshold lol additioits and replacements cjescl.ibed in
sect;on 16.1373, but are below tbe threshold descr.ibed in section 16.1374,ifenF.
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(1) For.these plojects, capitalassets purchased shallbe counted as constructiol'l project costs

for a late adjustment request made by a facility if they are purclrased within 24 months of the

completion oithe construction project, pu.chased after the co'rpletion date of alry priol' constl'uction

project, and are not purchased prior to July 14,2005.

(2)Exceptasotherwiseprovidedinthissection,thedefinitions,ratecalculationmethods,and
pr.incipleì il Section 16.000 sballbe used to calculate rate adjustments for allowable construction

projeits of facilities under this section and the moratorium exceptions process'

(3) Facilities completing construction plojects between octobel 1,2005, and october 1,

2006, are áligible to have u p.opèrty râte adjustment effective October' 1,2006. Facilities completing

pro¡ects aftei October 1,20b6, are eligible for a property rate adjustment effective on the first day of

the month following the corrpletion date.

4) Facilities shallbe allowed construction project fate adjustments no soonel than 12 months

after coipleti¡g a previous constl'uction project. Facilities must request tl'ìe rate adjustn.rent by

submittinj the request plus related supported documentation to the Department wit¡in 60 days after

the projeãt's 
"o''rpl"tion 

dut.. Effective August 1,2009, ifa rTursi'g facilþ gives notice more than

60 áays after completion of a construction project, the rate adjustment is effective on the first of the

montú following the notice. If the notice is given within 60 days of completion, the 
'ate 

adjustment is

effective on the first of the month following the completion ofthe ploject. For constructiou projects

completedafterJanuaryl,20ls,arryrateadjustmentlesultingft.omthecompletedprojectwìllbe
implàmented on the first of the month of January or July, whichever occurs fìt st, aftet' both the

próject,s co'rpletion and the submission of the provider''s request fol an adjust.refi.

(5) Capacity days shall be conrputed accor'<ling to Scction '16.110. For rate calculatiolìs under

t¡is sectiìn, tne nurnber of licenserl heds in the nursirg facility shall be the number existing aftel the

constr.uction pr.oject is completed and the number of days in the nursing facility's repotling period shall

be 365.

B.Thevalueofassetstoberecognizedfot.atotallep|acelnentprojectshallbe
conlputed as follows:

(l) Replacement-cost-new limits under Section 16 1314, and the number ofbeds

allowed under Section 16.040, iterr.r G, shall be used to compute the maximum amount of assets ailowable

in a facility's propelty rate calculation.

(2) If a facility's current l.equest for a l'ate adjustment results from the completion of

a constfuctioll project that was pr.eviously approved undet a moratorium exception, the assets to be used in
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the rate caicìilatiol.ì cannot exceed the iesser ofthe arnount determined under Section 16.1374, item G, or
the actuai allowable costs of the construction project.

(3) A current request that is not the result of a project under a moratorium exception
cannot exceed the limit under.Section 16.1374, itenì G.

(4) Applicable credìts must be deducted from the cost of tlie construction project.

C. The value of assets to be recognized for all other projects shall be computed as
follows:

(1) Repracement-cost-new rimits under section 16.1374, and the number ofbeds
allowed under section 16.040, item G shall be used to compute the maximum amount ofassets allowable
in a facìlity's propel.ty rate calculation.

(2) The value of a facirity's assets to be compared to the amounf in item (1) begins
with the total appraised value from the last rate notice a facility r.eceived when its rates were seì unde.
Sectioru 1'000 through 21.000. Tliis value shall be indexed by ihe factor in Section 16.040 for. each rate
year the facìlity received an inflation factor on jts property-rálated rate when its rates were set under thjs
sectìon. The value of assets risted as previous .upitul uddiionr, 

"apitâr 
additions, and speciar pro.;ects-on

the facility's base year rate notice and tl.ìe value åf assets relate¿ to a construction project foi wilcn tireiacility received a rate adjustment when its rates were determined under this sectioi simll be added to the
indexed appraised value.

(3) The maximum amount of assets to be recognized in computing a facility,s rate
adjustrnent after a ploject is completed is the lessel ofthe aggregate replacernent-cost-new limit computed
in subitem (l) rninus the assets recognized ìn subitem (2) or ih-e a-ctual allowable costs ofthe constructioÍì
project.

(4) If a facility's current lequest for a rate adjustment resuJts from t6e compJetion of
a construction ploject tl.ìat was pleviously apploved as an exceptionto the state,s nro.uto.iurn, th" àrsets
to be added to the rate calculation cannot exceed the lesser ofihe amount deter.mined under.Sectiorr
16 13l4, tten G or tlre actual allowablc costs of the corrstluction project plus amendments approveã by tl.,e
Minnesota Deparhrtent of Health. A ct:r'rent request that is not tlie lesult of a projcct under ä nror.ator.iur'
exceptiur c¿rnnot exceed the limit stated in section 16.1374, jtem G. Assers disposed of as a result of a
consfrtlctjoll ploject and applicuble ctedits n'ìust be deducted fi.orn tl¡e cost of tìre 

"onst,.rctio,-, 
prà¡"ct.

. . D Fo¡ construcfioll projects approved under a moratoriunr exception, allowable debt may never.
exceed flre lesset'of the cost ofthe assets purchâsed, the thleshold linlit in 

-section 
16.1374, ìteni G, ot.the

replacenlent-cost-new ljmit less previously existing capital debt.
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E. Fol. construction projects tlìat wele not approved under a moratorium exception, allowable

debr is limited to the lesser. of the thfeshold in Section 16.1374, item G, or the applicable limit in items B or'

C, less pr.eviously existing capital debt. Amounts of debt taken out that exceed the costs of a construction

pioject shall not be allowed regardless ofthe use ofthe funds. For a1l constluction projects being

iecognized, interest expense and average debt shall be computed based on the firct 12 months following

proie-ct cornpìetion. "Pieviousþ existing capital debt" means capital debt recognized on the last late

ãetenrined under Sections 1.000 through 21.000, and the amount ofdebt recognized tbr a construction

project for which the facility received a râte adjustrnent when its rates wcrc detennined under this section

For. a total replacement project as defined in section 16.1374, item H, the value of previously existing

capital debt shall be zero.

F. ln addition to the interest expense allowed from the application of item D, the amounts

allowed under Sec lion 16.1314,itemB will be added to interest expense'

G. The equity poftion of the construction project shallbe computed as the allowable assets in

item B or c, less the average debt in item D and F. The equity portion must be multiplied by 5.66 percent

and the allowable interest expet'ìse in item D must be added. This sum tnust be divided by 95 percent of

capacity days to compute the construction p'oject rate adjustment.

H. For.projects that are not â total replacement ofa nursing facility, the arnount in item G is

adjusted for nonr.eimbursable aleas and then added to the curleff propelty paymelt rate ofthe faciiity.

I.Folprojectstl-ìâtaleatotalfep|acementofanursirrgfacility,theamountinitemG
becomes the Íìevr' ploperty payment late after being adjusted fol t.lonreimbursable areas Any amounts

existing ìn a facility's iate bàfore the effective tlate o-f thÈ construction project fol equity inccntives undet

Scctio; 16.1373, capitalrepairs and replacements under Section 16.1372,or refnancillg incentives under

Section 16.1376, shall be lemoved fi'om the facility's rates

J. No additional equipment allowance is allowed under Section 16.100, as the result of

construction pr.ojects under this section. Allowable equipnent shall be included in the construction ploject

costs,

K, Capital assets pur.chased aftel the completion date ofa constructiol'ì ploject shall be

courìted as constructioll ploject costs for any lutule rate adjustment request made by a facility under'

Section 16.1374, item G, if they are purchased within 24 lnonths ofthe cofirpletion ofthe future

corstruction pl'oiect.

L. ln subsequent rate years, the propet'ty payment rate fol a facility that results fi'om the

application of this subdivision shaÌl be the arnotllt inflated in Section 22 060, item F
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Constluction projects are eligible for an equity incentive under Section 16.1373. When
computilrg the equity incentive for a construction pro¡ect under ihìs section, onþ the allowable costs and
allowable debt related to the construction project shallbe used. The equity incentive sliallnot be a part of
the propedy payment rate and nor inflated under Section 22.060, iter¡ F. Effective october 1,2006, all
equity incentives fol nuÌsing facilities reimbursed under this section shallbe allowed for a duration
determined under Section 16.1373, item C.

sFCTloN 22.065 Facility rate increâses beginning Jury r, 1999. For the rate year beginni.g July l,
1999, a nursing facility's case mix rate is divided into tlle foliowing components: compensation operating
rate, non-compensation opelating rate, property rate and other-cor¡ponents rate. The compensation and
non-compensation opel'ating rates.arc increased by the percentages in Section I 1.049, itern B, subitern ( 1),
respectiveÌy. The propelty related payment rate is increased as ãescribed jn Section 22.060, íem F. The
other-coinponents rate js not increased from the June 30,1999 rafe.

. ^ .. 
A: A nursing facility in Becker county ricensed for 102 beds on September 30, l99g r.eceives

the following incr.eases:

(1) $1.30 in its case mir class A payment rate;

(2) $1.33 in its case mix class B payment rate;

(3) $1.36 in its case mjx class C payment rate;

(4) $1.39 in its case mjx class D pâyment rate:

(5) $1.42 in its case mix class E and F payment rate;

(6) $1.45 in its case mjx class G pâyment rate;

(7) $1.49 in its case mix class H payment rate;

(8) $1.51 in its case lrix class I payment rate;

(9) fil.54 ill its case mix class J payment rateì and

(10) $1,59 in its case mix class K paymcnt rate;

B A nufsing facility in chisago county Jìcensed for l0l beds on September 30, l99g receives an
iuclease of $3.67 in each case Dljx payment rate:

ATTACHMENT 4.I 9-D O{F)
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C. A nursing facility in Canby, licensed for 75 beds willhave its properly-related per diem late
increased by $1.21. Thìs increase will be recognìzed in the facility's contract payment rate ul'ìder this

section.

D. A nursing lacility in Golden Valley with all its beds licensed to provide residential

lehabilitative services to physicalþ handicapped young adults has the payment rate computed according to
this section increased by $14.83; and

E. A county-owÍìed 130-bed nursing facility in Park Rapids has its per diem contract payment

rate increased by $1.02 for costs related to compliance with comparable woftll requitemeús.

SECTION 22.066 Facllity râte increases beginning July 1, 2000. For the rate year beginning July 1,

2000, nursing facilities with an average operating rate as described in items A through F receive the rate

increases indicated. "Average operating rate" means the average ofthe eleven (A-K) case mix operating

rates. The increases ale added following the determination under Section 11.050 of the payment rate for
the rate year beginning July 1,2000, and will be included in the nursing facilities' totalpayment lates for
the purposes of detennining future rates under this attachment to the State plan.

A. Nursing facilities with an avelage operatjng rate of$110.769 receive an

operâting cost per djem jncrease of 5.9 percent, provided that the facilities delicense, decertify, or place on

layaway status, if that status is othelwise permitted by 1aw, 70 beds.

B. Nulsìng facilities with an average operating rate of $79.107 receive an ìncrease of $ 1.54 in

each case lnix paymeft rate.

C. Nursing facilities with an average operating rate of $80.267 receive an increase in theil case

mix resident class A payment of $3.78, and an ìncrease in theìr payment rate for all othel case mix classes

of that amount multiplied by the class \'r'eight for that case mix class established in Section 13.030.

D. Nulsing facilities with an average operating rate of$94.987 receive an increase of$2.03 in

each case mix payment rate to be used for employee wage and benefit enhancements.

E. Nursing lacilities with an average operating rate of $82.369 have their operating cost per

die;.n incleased by the following aurounts:

( I ) case urix class A, $1.l6;

(2) case mix class B, $1.50;



STATE: MìNNESOTA ATTACFTMENT 4.I 9-D (NlF)
Effective: Octobet 1,2017 page 148
rN: 17-26 

MAR 0 6 Z0lg
Approved:
Supersedes: 1'7-16(17-01,16-04, 15-10, 14-13,13-16, 12-23,12-15,12-1t,tl-26, il-17, ll-

13, I l -08. 0-2s, 10-15. 10-13" 0e-26, 08- r 8, 08- I 5, 07- 10, 07 -07 ,06- t3,05-14)

(3) case mix class C, $1.89;

(4) case mix class D, $2.26;

(5) case mix cÌass E,92.63;

(6) case lnix class F, $2.65;

(7) case mix class G 92.96;

(8) case mix class H, $3.55;

(9) case mix class l,93.76;

(10) case mix class J, $4.08; and

(11) case mix class K, $4.76.

F. Nursing facilities with an average operating rate of$95.974 that decertified 22 beds
in calendar year 1999 have thejr property-related per diem payment rate incleased by $1.59.

SECTION 22.067 Facility rate increases beginning July 1, 2001.

A. For the late year beginning July 1,2001, the Department willprovide an adjustment equal to
3.0 percent ofthe total opelatiÍìg payment rate. The opelating payment rates in effect on June 30, 2001
include the adjustment in Section 1 1.070.

B. For rate yeals beginnìng on or after July 1,2001 ând for admissions occur.t.ing
on or after July l,2001, the total payment rate for the first 90 paid days after admission is:

(l) fol the fir'st 30 paid days, the late is 120 per.cent ofthe facìlìty's medical
assistaÍìcc ratc for cacll case mix class; and

(2) fol the next ó0 paid days after the first 30 paid clays, lhe rate is I l0
pelcent ofthe facility's medical assistaltcc ratc fol-cach case mix class.

C. For rate years beginning on or after July 1,2001 and for adrnissions occurring
oÍì or after July l, 2001, beginning with tlre 91sr paid day after admission, the payment r.ate is the rate
otherwise determìned under this Section.
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D. Payments under item B apply to admissions occurring on or after July 1,

2001, and befole July 1,2003, and to lesident days occurring before July 30,2003'

E. For tl.re rate year beginning July 1,2001, the Department willadjust the operating

payment rates for low-ratà facilities. For eachcase mix level, if the amount computed under item A is

i"ss than the amount ofthe opemtíng payment rate target level fof July 1,2001, below, the Department

will make available the lesser ofthe amount ofthe operating payment rate talget level for July 1,2001, or

an increase often percent over the rate in efïèct on June 30, 2001, as an adjustment to the operating

payme¡t rate. For.the purposes of this itcm, facilities are considered metro ifthey are located in Anoka,
'Cal.ver, 

Dakota, Hennepin; Olmsted, Ramsey, Scott, or Washington counties; or in the cities of Moorheâd

or Breckenridge; or in ét. Louis county, north of Toivoìa and south ofCook; or in Itasca county, east ofa

nofth south line two miles west of Grand Rapids.

Operating Payment Rate Target Level for July 1' 2001

Case Mix Classification Metro
$76.00
$83.40
s91.67
$99.51

sl07.46
$107.96
sl.14.67

st26.99
$131.34
$138.34
$152.26

Nonmetro
$68.13
$74.46
$81.63

$88.04
$94.87
$9s.29

$100.98
$l I l.3l
$11s.06
$120.85

$133.10

B
C
D
E
F
G
H
I
J

K

F. For the rate year beginning July 1,2001, two-tlrirds ofthe tnoney resulting from the rate

a justment under item A and one-haìfofthe money resulting from the rate adjustment under items B

thiough D must be used to incïease the wages and benefits and pay associated costs of all employees

except management fees, tl'ìe admìnistratol, and central office staff'

(l) Money received by a facility lesulting from the rate adjustlÌrents under

ìtems A through D must be used only for wage and benefit increases ìmplemented on o| after July 1,2001

(Z) A facility may apply lolthe poftions ofthe late adjìistments unde|this item. The

applìcation ,nùsi be ,nud" to the Department and conta jn a plan by which the facility will distribute the

funcls to its employees. FoI a facility in which the eniployees at'e represented by an exclusive bargainìng

repfesentative, an agreement negotiated and agreed to by the employel and the excltlsive bargaining
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representative constitutes the plan, if the ageetnent is finalized after.June 30, 2001.

(a) The Depat'tment will review the plan to eÍìsure that the rate adjustments aLe used as
required in this ítem.

(b) To be eligible, a_facility must submit its plan for the wage and benefit distribution by
D^ecember 31,2001. Ifa facility's plan for wage and benefi distribution is ãffective for its employees
after July 1,2001, the portion ofthe rate adjustments are effective the same date as its plan.

(3) A hospital-attached facility may include costs in its distribution plan for wages and
benefits and assocìated costs of employees in that árganization's shared services departments, irovidedthat the facility and the lìospital slìare torrrron o*n"Ãhip and adjustments for hospital services'Lrsing the
diagnostic-r'elated grouping payment rates per admission under Medicare are less than three percent-
du-ring the l2 months before July 1,2001. Ifa hospital-attached facility meets these qualificaiions, tlie
difference bet\À,een the rate adjustments approved for nursing facirity ier.vices and th; rate increase
approved fol hospital services may be permitted as a distribuiion ìn the hospital_
attached facility's plan regardless ofwhether the use ofthe funds js shown as being attributable to
employee hours worked in the facjlity or employee hours worked in the hospital.

G. Notwithsranding Sections 1.020 and 1g.020, upon the request ofa facility, the Deparrment
may autlrorize the facility to raise per diem rates for pr.ivate-pay residènts on Juþ 1 by.the arnåunt
anticþated to be lequired upon implementation ofthe rate a ]ustuients allowable undár items A through D.
until.the.rate is finalized, the Deparlment wiI requi.e arry amounts coflected, which must be used as

provided in this irem, to be placed in an escrow account estabrished for this purpose with a financiar
institution that pl'ovìdes deposit insurance. The Department shall conduct audits as necessâly to ensure
that:

(l) tl'ìe amounts collected are retained in escrow untillates are increased to reflect the
wage-t elated adjustlnent; and

(2) any anìolìnts collected fi'om private-pay resiclents in excess ofthe final rate are r.epaid
to the private-pay r.esidents with ilferest.

dienl fol llle pulposes of constructing an array, deterrlining a rneclian, or otherwise per.foiming a'statistical
nteasurc of facìlity pa)mel)t rates to be used to detcrminc future late incleases, the Depar.tmànt wiJJ
cxclude adjustments for raw food costs uncler Section 8.020, item B, thrt are r.clatcd to providing special
diets based on leligious beliefs.

l Fol the late year beginning July I,2001, facilities that changed their bed licensure from board
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and care beds to nur.sing home beds must have the additional cost of surcharge included in their rate. The

increase is added following the determination of the payment rate for the rate year beginning July 1, 2001,

and is included in the facility's total payment fates for the purposes of determiling futule rates'

J. For the rate year beginning Juþ 1,2001, 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-plofit facility

,"ceive a total incr.eàse of $10 in each case mix late, as a result of increases provìded under this iþm and

item D. The increases under this item are added before the detellnination under item D, ofthe paymerf

rate for the July 1,2001 rate year, and arc included in the facility's totalpayment ate for purposes of

detennining futule rates through June 30, 2004.

SECTION 22.068 Facility rate increases beginning January 1' 2002'

For the rate period from January 1, 2002 through lune 30,2002, facilities that went from non-profit to for-

profit status in 2000 receive an incLease of$2.54 in each case mix payment rate to offset property tax

payrnents due as a result of the facility's conversion from nonproftt to for-profit status. The jncrease will

te added following the determination of the payment rate for the rate year beginning Juþ 1, 2001, and will

be included in a facìlity's total paytnent lates for the purposes of determining future rates.

SECTION 22.069 Facilify râte increâses beginning July 1' 2002'

A. For the rate year beginningJDly 1,2002, the Depart[rent willprovide an adjustment equal to

3.0 percent of the total operating payment rate. The operating payment rates in effect on June 30, 2001

include the adjustment in Section 1 1.070.

IÌ. Fol the rate year beginning]uly 1,2002,llìe Departmelt will adjust the opcrating payment

l.ates for low-rate facìlities. For each case nrix level, if tlle amount computed under items A is less tltan

the âmount of the operating payment late target level fol July 1, 2002, belov,', the Department \ryill nlake

available the lesser ofthe operating payment rate talget levelfor July 1,2002, or an increase often

percent over the rate in effect on June 30,2002, as an adjustment to the operating payment rate. For the

prrpos", of thi, item, faciljties are considered metlo ifthey meet the requirements in Section 22.067, jtem

D.

Operâting Pâyment Rate Target Level for July 1' 2002

Case Mìx Classification Nonlnetl'o
$70.5 t
977.t6
$84.62
$91.42

B
C
l)

Metro
$78.28
$8s.91

s94.42
s102.50
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E
F
G
H
I
J

K

$1 10.68

$l 1r.20
$1 18.11

$130.80
$13s.38
$142.49
$156.85

$98.40
$98.84

$104.77

$11s.64
$119. s0

$r2s.38
9137.77

c. For the rate year beginning July 1,2002, two-thirds ofthe money resulting from the rate

adjustment undel item A, and one-half ofthe money resulting from the rate adjustment under Section
22.067, itens B and c and item B of this section, must be used to increase the wages and benefits and
pay associated costs of all empJoyees except management fees, the administator, ã¡d central office stafl:

(1) Money received by a facility resulting from the rate adjustments under
item A, Section 22.067, items B and c and itern B of this Section must be used onþ for wage and benefit
increases implemented on or afrcr July l,Z00Z.

(2) A facirity rnay appry for the portions ofthe rate adjustments under this item. The
application fiiust be l.rìade to the Department and contain a plan by whi;h the facility \r/ill distribute the
lunds to its etnployees. For a facility in \ryhich the ernployeås are represented by an exclusive bar.gaining
representative, an agreelneÍìt negotiated and ag'eed to by the employer and the exclusive bargaini"ng
represeÍìtative constitutes the plan, if the agreemeÍìt js finalized aiter the date of enactment oial inãreases
for the t'ate year.

(a) The Department willleview the plan to ensure tl'ìat the rate adjustments are used as
requiled ìn this item.

(b) To be elìgible, a.facility n.rust subrnit its plan for the wage and benefit distlibution by
D^ecember 31,2002 If a facility's plan for wage and benefrt distribution is ãîfective for.its employees
afte. July 1,2002, tl¡e portion ofthe rate adjustments are effective tl.ìe same date as its pran. ' "

(3) A hospital-attached facility rnay jncludc costs in its distribution plarr lor wages and
benefits alld assocjated costs ofemployees in that organizalion's slrar.erJ services depar.tments, f,rovidedthat thc facil¡ty and the hospital shal'e common ownelship and adjustments f'or hospiial ser.vices using t¡e
diagnostict'eiated grolrP¡r1g paymcnt t ates pel adrrrission under Medicarc arc less ihan thr-ee pelce'i'
durirg the l2 rnontls befor.e Jul.v 1,2002. If a hospìtal_attâchecl facility meets these qualifications, thc
diffe¡ence betweelì the rate adiustn.ìents approved for nursing facility services and thã rate incr.ease
approved for hospital seryices may be pennitted as a distlibution in the hospital-attached facrlity,s pJan
regat dless of whether the use of the funds is shown as bejng attributable to employee hours wórked in the
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facility or ernployee hours worked in the hospitai.

D. Notwithstanding Sections 1.020 and 18.020, upon the request of a facility, the Depaúment

may authorize the facility to raise per diem rates for private-pay residents on Juþ I by the amount

anticipated to be required upon implementation 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

Department wìll requile any amounts collectcd, which must be used as provided in thís item, to be placed

in an escrow account established for this purpose with a financial irstitution that provides deposit

insurance. The Department shall conduct audits âs necessary to ensure tlìat:

(1) the amounts collected are retajned in escrow untilrates are increased to

reflect the wage-relâted adjustment; and

(2) alry amounts collected from private-pay residents in excess ofthe finalrate are repaid

to the private-pay residents with interest.

E. Each facility paid pursuarf to Section 22.000 receives an increase in each case mix

payment rate of $1.25, which is added following the determination of the payment rate for the facility. This

increase is not subject to any annual percentage increase.

SECTION 22.070 Facility rate increases beginning June 1,2003.

Each facility paid pursuant to Section 22.000 leceives an increase in each case mix payment rate of $5.56,

whiclr is added foliowing tlre determination of the payment late for the facility. This increase is not subjeot

to any annual percentage increase. For facilities with board and care beds, the jncrease is equalto $5.56

multiplied by the ratio of the number of nursing home beds to the number of total beds

SECTION 22.07 | Facility rate changes beginning July 1, 2003

A. For rate yeârs beginning on or alter Juþ 1,2003 and for admissions occurring on or after

July 1.200J. tlre lolalpayrnent rale ¡s:

(1) for the first 30 calendar days after admission, 120 percent ofthe
facility's medical assistance rate for each RUG class; and

(2) beg¡nning with the 31" calendar day after adlrission, the rate otherwise

determined under Sectìons I.000 through 21.000.
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SECTION 22.072 Facility rate chânges beginning January l, 2004, Effective January 1,2004,the
rates undet' Section 22.071 ale not allowed ifa resident has resíded during the previous 30 calendar days
ìn:

(1) the same facility;

(2) a facility owned or operated by a related party; or

(3) a facility or.part ofa facility that closed or, effective August 1,2004,
\À7as in the process of closìng.

SECTION 22.073 Facility rate changes beginning July 1, 2005.

A. Medical Assistance provides for an additional annualpayrnent for: l) State Fiscal Year
2006 (July 1,2005 through June 30,2006), which includes a Department payment mâde for that state
fiscal yeal and distributed by a sponsoring institution prior to october 1,2006; and 2) state Fiscal year
2007 (July 1,2006 through June 30,2007), which includes a Depadment payment made for that state
fiscal year and dìstrìbuted by a sponsoring institution prior to October 1,2007, to Medical Assistance-
enrolled teaching nursing facilities. The Medical Assistance payment is increased according to the sum of
items A thlough C:

(1) (Total amount available for this purpose in the Minnesota Medical Education and
Research rrust Fund, mìnus $4,850,000, divided by the state matching rate), multipìied by .9, multþlied by
.67, multiplied by [(the nurnber of full-time equivalent trainees at the facility multþìied by tþe averãge cost
per trainee for all sites) divided by (tlie totaltlainjng costs across ail sites)], for each type of graduate
t'aiÌree at the clinical site.

(2) (Total amotrnt available for this purpose in the Minnesota Medical Education and
Research rrust Fund, minus $4,850,000, divided by the state matching rate), multiplìed by .9, multiplied by
.33, multiplied by the ratio ofthe facility's pubJic plogram revenue to the public progr.am revenue for all
teaching sites.

(3) (A portion of tl.ìe total amount available for this pur.pose in the Minnesota
Medical Education and Resealch rrust Fu¡rd minus $4,850,000). divided by the state matching
ratç, nultiplied by .10, nrultiplied by tlre provider's spol'rsoring jnstitution's ratìo oithe amounts
in subitems (1) and (2) to the tof¡ldollars available under subìtems (l) a¡d (2), irr t|e ar¡ount thc
sponsoring institution dctcrnrines is necessâl.y to offset clinjcal cos(s at the fâcility.

In accoldance with code of Fedela l Regulations, title 42, section 447.253(b)(2), tliis payment will ¡ot
exceed the Medicale uppe| Iimit paynrent and charge limits as specified in code ofFederal
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Regulations, titfe 4, seclion 447 ,212.

B. Pursuant to subiterns (l) thtougli (3), the operating paymenf rate for each facility is increased by

20 percent rnultipÌied by the ratio of the number of new single-bed rooms created, divided by the number

of active beds on Juþ l, 2005, for each bed closure resulting in the creation of a single-bed room after July

1,2005.

(1) The Depaltlrreut may implement rate adjustments for up to 3,000 new single-bed rooms

each fiscalyear.

(2) For eligible bed closures for which the Department receives a notice fi'om a facility during

a calendar quarter that a bed has been delicensed and a new single-bed room been established, the rate

adjustrnent is effective on the first day of the second month following that calendar quafier.

(3) A facility is prohibited from discharging residents for purposes of establishing single-bed

roorm. A facility must submit documentation to the Depaftment certifying tle occupancy status of beds

closed to create single-bed rooms.

SECTION 22.074 Changes to nursing facility reimbursement beginning Octoberl' 2005.

A. For the late period beginning October 1,2005, each facility receives an adjustment equal to 2.2553

percent ofthe total operatjng payment rate. The adjustment is distributed according to items B through D,

below.

B. Except as pr.ovided in itet¡ C,75Vo of the money resulting from the rate adjustment n.ìust be used

to increase employee wages, benefits and associated costs and mrtst he implemented on or after the

effective date ofthe |ate increase. 'iEmployee" does not include management fees, the administrator, and

centlal office staff.

C. A facility that incurred costs for employee wages, benefits and associated cost increases first

pr.ovided aftel July 1,2003 nay count those costs toward tl.ìe amount required to be spent on the items in

item B. These costs must be repofted to the Departmellt.

D. A facìlity rnay apply for the 75yo porlion of the rate adjustment fol etnpJoyee wages, benefits and

associated costs. The application ¡nust be made to the Deparhneft and contain a pian by which the

facility will distlibute the funds according to items B thlough C. Fol a facility jn which the employees are

represented by an exclusive balgaining lepresentative, aÍl agreement negotìated and agl'eed to by the

empìoyer and the exclusive balgaining lepresentative constitutes the plan, ìf the agreement is finaÌized

after that date of ellactment of all increases fol' tlìe rate peliod and signed by both palties priol to

submission to the Depaftn.ìent.
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SECTION 22.075 changes to nursing facility reimbursement beginning october 1,2006.

A For the rate yeal beginning october 1, 2006, each receives an adjustment equal to 1.2553 percent
of the total operating payment rate.

B. Seventy-five percent ofthe money resulting flom the rate adjustment must be used to increase the
Medicaid poltion of wages and benefits and pay associated costs for. all employees, except management
fees, the administrator, and central office staff.

C. Seventy-hve percent ofthe money received by the facility as a result ofthe adjustment must be
used onþ fol the Medicaid portion of wage, benefrt, and staff increases implenented on or after the
effective date ofthe rate increase and must not be used for increases irnplemented before that date.

D. A facility may apply for the rate adjustment for employee wages, benefits and associated costs.
The appÌication must be made to the Depaftment and corfain a plan by which the facility will djstribute the
funds according to items B and C. For a facility in which the employees are represented by an exclusive
bargaining representative, an agreement negotiated and agreed to by the employer and the exclusive
bafgaìning representative constitutes the pÌan, if the agreement is finalized after that date of enactment of
all increases for the rate period and signed by both padies prior to submission to the Department.

SECTION 22.076 Quality s core

A. For purposes of the quality conrponent ofthe total care-related limit at section 23.100, the
commissioner shall determine a quality scole for each nur.sing facility using the rnost recently
available data as provided in the Minnesota Nursing Home Reporl Card. The quality score shall be
detelmined as described below.

Beginning Janualy l,20l6,thequality scorc shall include up to 50 points related to the Minnesota
quality indicators score, up to 40 points related to the r.esident quality oflife score, and up to ten
points reiated to tlte state inspection results scor.c.

l. Nursing honre MDS quaiity indicators (els) a'e derived fr.onl the Minirnurr Data set (MDS)
assessment ilìstìirîent. The QIs measrn'e quality rrainly in clinical areas such as physical
functioning, skin care, and paiu. The 26 iudicarors arc risk-adjusted, scored, and summe¿ to for.m
a conrpnsìte facility QI sco¡e which can range from 0-40. The best 20% ofthc facilities fol.
each QI in the state receive îull points assjgned to that QI, tlte poorest l5% ofthe facilitìes in the
state for that QI teceive no points. Poirts ale disfibuted on a sttaight line lelatio¡ship between
those two thresl.rolds.
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2. Quality of life and resident satisfaction Íneasures (QoL/RS) based on an annual iu-person sut'vey

of a represeúative sample of residents (approximately 13,000). Domains rneasured in the survey

are satisfactior.r with care, mood, comfort, environmental adaptations, privacy, dignity, nieaningful

activity, food enjoymenl, autonomy, indivìduality, security, and relationshìps. Propoltions of
positive responses in each domain are summed to form a total QoL/RS score which is rÌsk-

adjusted.

3. Minnesota Department of Health (MDH) Survey findings are scored with an algorithm developed

by the Minnesota Department of Health. Facilities are scored from 0-10 accolding to findings of
their most recent or prior MDH survey, confirmed complaints, and listing as a SpecialFocus
provider. The facilþ score takes into account number of deficiencies, palticularly those indicting

actual barnr, substandard quality of care, or immediate jeopardy.

B. Qualify improvement incentive system beginning October 1,2015.
Fol purposes of calculating the quality component ofthe payment rate for external fi,xed costs under

section 23.140, the conmissioner sha)l develop a quality implovement incentive program in consultation

with stakeholders. The annual funding pool available for quality improvement ìncentive

payments shall be equal to 0.8 percent of all operating payments, not including any rate

cou.rponents resulting from equitable cost-sharing for publicly owned nursing facility

program participation under section 20.070, critical access nursing facility program

participation undel sectior.r 23.211, or performance-based incentive payment program

participation under secrion72.076l. Fol the period fiotn October l, 2015, to December 31, 20l6,rale
adjustments provided under this section shall be effective for I 5 months. Beginning January 1, 2017,

anuual rate adjustments provided under this section shall be effecfive for one year, starting January I and

ending the following DecembeL 3l. This increase shall be included in the external fixed payment rate

under section 23.1 40.

SECTION 22.0761 Per(ormance-ince ntive pâymeDts beginning Jttly 1, 2007.

A. Beginning July 1,2007, nursing facilities rnay coúract to ealï Íìegotiated performance-incentive

Medicaid payments up to five percent above the facilities' operating payment rates for achieving

contt'acted improvements ìn tìreir quality of services. The Comlnissioner will accept qualified proposals

frorr facilities submitted in response to an annual request fot'pt'oposals that ale designed to improve

olrtcolì'ìes or achieve efficiencies through diverting or dischalging lesidents to the community, adopting

new tecl'rÍrology to improve quality ol efficiency, improve quality as neasul ed by the Nulsing Honre

Repolt Cald or reduce acute cale costs. Nursìng facjlities with existing corìtracts for the n'laximum

5olo perfolmance incentive paylneÌrts for rate year October 1,2009 are not eligible to apply. Cliteria
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that will be used by the selection committee in reviewing the proposals include: the importance ofthe
pt'oposal; whether it is evidence-based; whether its goals are objective, measurable, reliable and
prospective; whether it is innovative and feasible; whether it has broad-based applicability; and
\ùl'ìetlrer any collaborative plan is clear.

The Depal tment will enter into negotìatìons with those providers recommended by the selection
colnmittee The total computable amount for state fiscal year 2009 is $6,714,000 plus federal financial
pafticipation. The total computable amount for state fiscalyear.20l0 and subsequent years is
$6,042,600 plus federal financíal pafticipation. The incentive payments are time-limited rate
adjustments paid for one to three years depending upon the project as appr.oved for payment by the
commissioner. Payments are made in the usual manner in the monthþ remittance advjce as pad of
the daily per diem for Medicaid eligible nurslng home residents.

B. Specified outcomes and related criteria shall consider:
(l) successful diversion or.discharge ofresidents to the community;
(2) adoption of new technoloÐ/ to improve quality or efficiency;
(3) ìmploved quality as measured by the Nursing Home Report Card;
(4) reduced acute care costs; and
(5) any additional outcomes proposed by a facility that the Commissioner ofHuman Services
finds desilable.

SECTION 22.0762 changes to nursing facilify reimbunement beginning october l, 2007.

A Effective Octobel 1,2007, a nr:r'sing facility in Otte¡ Tail County that was licensed for. 57 beds as
of December 31, 2004, sball leceive an increase to the 60tl' percentile of the operating rates of all
other Otter Tajl County nursing facilities.

B. Effective October' 1,2007, a nr"rrsìng facility in Maltin County licensed for 93 beds as ofJanuary l,
2006, shall 

'eceive 
an increase in the operating rate of $5 per resident day for aJl case mix

classes.

c. For the rate year beginning octobel 1,2007, each facility receives an operating paylrreú rate
adjustÍì.ìent equa¡ to L87 perceÍìt of tl.ìc opcrating paynlefi rate in effect on Septernber 30,2007.

(1) seventy-fìve percent ofthe money resulting tiom tlre rate adjustment must be used to
itrcl ease tlle Mcdiuuid portion of the cômpcnsâtiol'ì-rclate d costs for enployees dir,ectly
elltpkryed hy the facility oll ot. after tl.ìe effective date of tl.ìe rate adjust¡.]ent, except:

(a) theadrriinist.ator.;
(b) central office staff of a col,poration that has an ownersl.rip interest in the
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facility ol exercises coúrol over the facility; or

(c) persons paid by the facility under a management contract'

(2) Two+hirds ofthe money available for compensation-related costs must be used for the

Medicaid portion of wage increases for all employees directly employed by the facìlity on

or âftel the effective date of the rate adjustment except those listed in clause 1(a) tlrfough

(c)

(3) Thc wage a justment that efirployees receive under paragraph (2) must he paid as an

equalhoully percentage wage increase for alleligible employees. Allwage increases

n.rust be effective on the same date. Only costs associated with the portion of the equal

hourþ percentage wage increase that goes to all employees shallqualify under this

paragraph. Cósts associated with wage ìncreases ín excess ofthe arnount ofthe equal

hourly percentage wage increase provided to all employes shallbe allowed only for

meeting the requirements in clause l. This paragraph shall not âpply to employees

covered by a collective bargaining agreement.

(4) Compensation-related costs shall include all costs for:

(a) wages and salaries;

(b) FICA taxes, Medicare taxes, state and federal unemployment taxes, and

workers' cotrPensation;

(c) the employer's share of health and dental insurance, life insulance, disability

ìnsurance, long-term care insurance, uniform allowance, and pensions; and

(d) othel benefits plovided, subject to the applovalofthe cotntnissioner'

(5) The portion of tl'ìe rate adjustment undel palagraph C that is not subject to the

requiremenls in clauses 1 and 2 shall be pfovided to facilities effective october' 1,2007.

(6) Facilities nray apply fol the pol tion of the rate adjustrnent under paragraph C tlrat is

subject to the r.equirements in clauses I and 2. The application must be submitted to the

commissione;' within six months ofthe effective date ofthe rate adjustlnent, aÍìd the

facility must pr.ovide additional ìnformation required by the comrnìssionel withjn nine

tì.ìonths of tlte effective date of tl'ìe rate adjusttrent. The commissioner rnust respond to

all applications witlrin three weel<s of receipt. The cotnmissionel may waive the

deaálines in this clause under circumstances that are unusual and outside of the nonnal

course ol business operations. The application must contain:

(a) an estinrate of the arnounts ol money tl.ìat must be used as specified in
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clauses (l) and (2);

(b) a detailed distrrbution pran specifying the aflowabre cornpensation-rerated and
wage increases the facility wiJI ímplement to use the funds available in
paragraph (a);

(c) a description ofhow the facirity will notify erigible emproyees ofthe contents
olthe appr.oved application, which must provìde for gìving each eligible
employee a copy ofthe approved application, excluding the informátion
required in clause (a), or posting a copy ofthe approved application, excluding
the infor.mation required in clause (a), for a per.iod of at leást six weeks in an
area of the nur.sing facility to which all
eligible employees have access; and

(d) instructions for employees who believe they have not received the
compensation-related or wage jncreases specified in clause (2), as approved
by the commissioner, and which must include a maiÌing address, e_màil
address, and the telephone number that may be used by the employee to
contact the cor¡r¡issioner or the commissioner,s representatìve.

(7) The cornmissioner shall ensure that cost increases in dist¡ibution prans under paragraph
(6), cÌause (b), that may be included ìn approved applications, compþ with the
following requit'ements :

(a) costs to be inculled during the applicable rate year resulting fronr
wage and salaly increases effective after October 1,2006, and priol.
to the first day ofthe nursing facility,s payrollperiod that includes
October' 1, 2007, shalt be allowed if they were not used ìn the prior
year's application;

(b) 
.a 

pottion ofthe costs t.esultìng from tenure-r.elated wage or salary
incleases ntay be considercd to be aliowable wage increases,
according to tlrc folJowing:
(i) determine the facìlity's employee retention rate;
(ii) sum thc mcdian statewide averaBe ernployee retention rate

altl olrejlalf ofthe standard deviation of tl.ìe statcwide
average entployee retention râte;

(iiD if the amount in (ì) is greater than the alnounr in (ii), the
lacility will be allowed to use in its distr.ibution plan a
percentage of anniversary increases equal tlre amount in (i)
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multiplied by the difference between the amount in (I) and

(iD

(c) the annualized amount ofincreases iu costs for the employer''s share

of health and dental insurance, life insurance, disability insurance, and

workers' compensation shall be allowable compensation-related

increases if they are effective on or after April 1, 2007, and prior to
April 1, 2008; and

(d) Fol nursing facilities in which employees are represented by an

exclusive bargaining representatìve, the commissioner shall approve

the application only upon receipt ofa letter ofacceptance ofthe
distlibution plan, in regald to members ofthe bargaining unit, signed

by the exclusive bargaining agent and dated after enactment of this

subdivision. Upon receipt ofthe letter of acceptance, the

comnissioner shall deem all requirements of this section as having

been met in regard to the members ofthe bargaining unit.

(8) The commissioner shallreview applications received under paragraph (6) and shall

provide the portion ofthe rate adjustment under clauses (l) ând (2) if the

requirements of this iteln have been met. The rate adjustment shallbe effective

October L Notwithstanding palagaph C, if the approved application distributes less

money tlran is available, the arnouut ofthe rate adjustment shall be reduced so that tlìe

anrount of money made available is equal to the amount to be distributed.

D. Nursing facilities that pafticipate in the Public Employees Retjrement Association (PERA) shall

have the conponent of tlreir paymeú rate associated with the costs ofPERA determined for
each rate year. Effective fol rate years beginning on and aflel October 1,2007,fhe commissioner

shall detelmine the portion of the payment rate in effect on September 30 each year and sha)l

subtract that amount from the payment late to be effective on the following October 1. The

portion that shâll be deemed to be included in the September 30,2007, rate that is associated with
PERA costs shall be the allowed costs in the facility's

base fol determining rates under this section, divided by the resident days repofted for that year.

The commissioner shall add to the payment rate to be effective on October 1 each year an

amount equal to the reporled costs associated with PERA, for the year ended on tl.ìe most recent

Septenber 30 fol which data is available, divided by total lesident days fol that yeat, as reported

by the facility and audited under section 256B.441.

SECTION 22.0763 Nursing facility rate increase beginning October 1' 2008.
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Fol the rate year beginning October 1,2008, each facility receives an operating payment rate
adjustment equalto 1.00 percent ofthe operating paymeú rate determined by the blending in Section
23.160.

(l) Seventy-frve percelìt ofthe money rcsulting fi.om the râte adjustment must be used to
increase the Medicaid portion ofthe compensation-reìated costs for employees directþ
employed by the facility on or after the effective date of the rate adjusünent, except:

(a) the administrator:
(b) centual office staff of a corporation tlmt has an ownership interest jn the

facility or exercises control over the facility; or
(c) pelsons paid by the facility under a management contract.

(2) Two-thiLds ofthe money avaílable for corrpensation-related costs must be used for the
Medicaid poltion of wage increases for all employees directly employed by the facility on
or after the effective date of the rate adjustment except those jisted in clause (l)(a)
through (c).

(3) The wage adjustment that employees receive under paragraph (2) must be paid as an
equal hourly percentage wage ìnclease for.alleligible employees. Allwage increases
must be effective on the same date. Onþ costs associated with the poftion ofthe equal
hourþ pelcentage wage increase that goes to all ernployees shall qualify under this
paragraph. Costs associated with wage increases in excess ofthe amount ofthe equal
liourþ percentage wage increase provided to all employees shall be allowed only for
rneeting the lequirements in clause l. This paragraph sha1l not apply to employees
covered by a collective bargaining agreernent.

(4) Cornpensa I iotì-re la red costs shall include all costs for:

(a) wages and salaries;
(b) FICA taxes, Medicare taxes, state and feder.al unemployment taxes, and

wolkers' compensation;
(c) the enrployer''s share of health and dental insurance, life insr"uance, disability

insurance, long-telnr carc insurance, uniform allowance, and pensions; and
(d) other benefits plovided, subject to the approvaloftbe conmissio¡rcr.

(5) The pnltion of tl.ìe rate adjltsttì.ìent under par.agraph A that is not subject to tlre
requilerlents in clauses I and 2 shall be provided to facilities ellective October 1,2008.

(6) Facilìties may appJy for the por.tion ofthe rate adjustment under paragraph A that is
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subject to the requilements in clauses 1 and 2. Tbe applìcation must be submitted to the

commjssionel within six n.ronths ofthe effective date ofthe râte adjustment, and the

facilty rnust plovide additional jnformation required by the comtnissioner within nine

months ofthe effective date ofthe rate adjusfment. The commissioner must respond to

all applications within three weeks of receipt. The commissionet' may waive the

deadlines in this clause under circumstances that are unusual and outside ofthe not'mal

course of business operations. The application must contain:

(a) ân estimale ofthe amounts ofmoney that must be used as specified in

clauses (l) and (2);

(b) a detailed distribution plan specifying the allowable compensatiot't-related and

wage increases the facility will implement to use the funds available in

paragraph (a);

(c) a description of how the facility will notiff eligible employees of the contents

ofthe approved applicatìon, which must provide for giving each eligible

employee a copy of the approved application, excluding the information

required in clause (a), or posting a copy ofthe approved application, excluding

the infornation required in clause (a), for a period of ât least six weeks in an

alea ofthe nulsing facility to which all
eligible employees have access; and

(d) instructions fo| employees who believe they have not leceived the

compensatìon-related or wage increases specified in paragraph (b), as

approved by the con.lr.rissioner', and which must include a mailing address, e-

n.rail address, and the teleplione number that may be used by the employee to
contact tl'ìe collmissioner ol the commissioner's representative.

(7) The cornmissionel shall ensure tl.ìat cost increases in distribution plans under paragraph

(6), clarne (b), that may be hcluded in approved applications, comply with the

following requirements:

(a) costs to be incuned during the applicable rate year resulting lrom wage

and saJary increases effective after October 1,2007, and prior to the

fir'st day ofthe nursing facility's payrollpeliod that includes October 1,

2008, shall be allowed if they wele not used in the plior year's

application;
(b) a portiolì of tl'ìe costs resulting ft om tenure¡'elated wage or salary

increases may be considered to be allowable wage incleases, according
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to the following:
(t) determine the facility,s employee retention rate;
(ir) sum the median statewide average employee retention

l ate and one-half ofthe standard deviation of the
statewide average employee retention rate;

(iir) if the amounr in (i) is greater than rhe amount in (ii), rhe
facility will be allowed to use in its distribution plan a
pelcentage of anniversary increases equal to the âmount
in (i) multiplied by the difference betvveen the amount in
(i) and (ii).

(c) tlie annualized amount ofincreases in costs for the employer's share of
health and dental insurance, life insurance, disability insurance, and
workeLs' compensation shall be allowable compensation-related
increases ìf they are effective on or after April l, 200g, and prior to
April 1, 2009; and

(d) for nursing facilities in which employees are represented by an
exclusive bargaining representative, the commissioner shall approve the
applicatíon only upon receipt of a letter of acceptance ofthe distribution
pÌan, in regard to members ofthe bar.gaining unit, signed by the
exclusive bargaining agent and dated after enactment of this
subdivisjon. Upon r.eceþ ofthe letter of acceptance, the commíssioner
sball deem all requirements of this section as having been met in regard
to the membet.s of the bargaining unit.

(8) The cormníssioner shall review applications received under paragraph (6) and shall
provide the portion of tlte rate adjustmenr under clauses (l) and (2) if the
lequilen.ìents ofthjs item have been met. The r.ate adjustment shall be effective
October l. Notwithstanding paragraph A, ifthe approved applicatio' distributes less
money than is available, the anìount ofthe rate adjustfirent shall be leduced so that tl.ìe
amount of money made available is equal to the amount to be dish.ibuted.

22.0764. Temporary nursing facility rate adjustment beginning October l, 200g

Fol' thc rate yeal beginnirtg October l, 2008, each facility leceives a temporary operâtiug payrnent rate
adjustnìent equûl to L00 pcrccnt of the operatìng paynre|t ratc detet'nlined by the blending in Section
23,l6Cl Tllis r¿llc ädiustÌìleilt shail be removed fionr fhc fncility's opcrating payurent rate fLrr. the ratc year
begilning Octobel l, 2009.

Severty-five pelceÍrt ofthe money resulting flom the rate adjustmeÍìt must be used to pr.ovide the
Medicaid portion of quallerly bonus paymerts and to pay for associated employer costi and other benefits
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as specihed in Secfion 22.0763 for allemployees dilectþ etnployed by the facility on December 31,2008,

Malch 31,2009, June 30,2009, and September 30,2009, except:

i. the âdministrator;

ii. central office staff of a corporation that has an ownershþ interest in the faciìity or exercises

control ovel the facility; or
iii. persons paid by the facility under a management contrâct.

Two-thirds of the money available as clescrihed above in this section must be used for the Medicaid

portion of an equal hourly percentage wage bonus wage increase for all eligible employees

Facilities may appþ for the portion of tlie rate adjustment described above in this section which shall be

acted on by tlre commissioner as described in seclion 22.0763, item (6). The portion ofthe rate adjustment

that is not part of the seventy-five percerf descrìbed above in this section shall be provided to facilities

effective October 1, 2008.

SECTION 22.0765 Payment for post-PERA pension benefit costs

Nursing facilities that convefi or converted after September 30,2006, fi'om public to private ownership

shallhave a portion oftheir postPERA pension costs treated as a component ofthe historic operating

r.ate. Effective foÍ the rate years beginning on or after October 1,2009,and prior to October 1,2016,fhe

commissioner slrall determhle the pension costs to be included in the facility's base for detenniuing rates

under.tliis section by using the following forrnula: post-privatization pension beneltt costs as a percent of

salary sball be deter.mined flom either the cost report for the first full reporting yeal after privatiution or

tlle most recent report year available, wÌlichever is later. 'lhis percentâge shall be applied to the salary

costs of the altelnative payment system base rate year to determine the allowable amolttrt of pension

costs. The a justments pr.ovided for in sections 1,000 to 23.000 shall be applied to the allowable amount.

The adjusted allowable amount sÌlall be added to the operating rate effective the first rate year PERA

ceases to remain as a pass-througlì component of the rate.

SECTTON 22.07 66 Special diet âdiustment
For rate years beginnìng on or after August l, 2010, in caìculating a facìlity's operating cost per diem for

the purposes of colnparitrg to an array, a median, or other statistical measule of facility payment rates to

be used to determine future rate adjustmefts, the Department will exclude adjustments for raw food costs

under. Section 22.1 32, thaf are related to providing special diets based on leligious beliefs.

SECTION 22.011 Contract p¿ìyment rates; appeâls. Ifa provider appeal is pending concerning the

cost-based paymeÍlt rates that are the basis fol the calculation of the paynent rate under the coúractual

aÌteÌÍìative payment methodology, the Departrnent and the nursirg facility may agree on an ifierim
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A. tlre expenses associated with compliance occurred on or after January 1,2005, and before
December 31, 2008;

B. the costs were not otherwise reimbursed ; and
C. the total allowable costs reported are less than the minimum threshold established under sections

16.1372 and 16.1373.

contract l'ate to be used untilthe appeal is resolved. When tlie appeaÌ is resolved, tl.ìe contract rate must
be adjusted retloactiveþ ìn accordance witli the appeal decìsion.

Section 22.078 Rate adjus tment for s prinkle r fe de ral compliance. Beginning october 1,2007, and
endirg September 30,2008, a late adjustment is available for fãcilities that take action to come into
compliance with existing or pending requirements of the life safety code provisions or federal
rcgulations governing sp|inkler systenrs. Facilities wìll Ìeceive reiÃbursement for the Medicaid porlion of
the costs associated with compliance íf all of the following conditions are met:

Nursing facilities tliat have spent tnoney or anticipate the need to spend money
to satisfy the most recent life safety code requirements by (t) installing a sprinkler
system or (2) replacing all or portions of an existing spr.inkler system may submit to the
coÍnmissioner by June 30,2007, on a form provided by the commissioner the actual
costs of a cotnpleted project or the estilnated costs, based on a project bid, of a planned
project. The commissioner shallcalculate a rate adjustmeff equaìto the allowable
costs of the ploject divided by the resident days reported for. the report year ending
September 30,2006. Ifthe costs from all projects exceed the appropr.iation for this
purpose, the commissioner shallallocate tl.ìe money appropriated on a pro rata basis to the
qualifying facilities by reduci'g tlie rate adjustment determined for each facility by an
equal percerfage. Facilities that used estimated costs when requesting the rate aájustment
sball leport to the commissioner.by Januar.y 31,2009, on the usè of this money on a
fo'n provided by the comrnissioner. If the 

'ursing 
facility fails to pr.ovide the ieport, the

commissionel' shall recoup the money paid to the fâcility fol this purpose accordirrg to the Department of
Human Set'vices' established cledit balance plocess. Ifthe facility leporls expenditures allowable under
this subdivision that are less tl'ìan the anlount received in the facility's annualiied rate a justlrent, the
comntissioner shall lecoup the difference.

SECTION 22.080 trxemptions. To tl.re extent pemittçd by ferleral Iaw:

A Nurshlg fncilitics tltat are Medicale celtified untl fìlirrg a Medicarc cost repol.t aÍìd have e¡tered
into a co,ltract under this section are not Íequ¡red 10 flle a cost |epor1 as descr.ibed in Section 2.000 for any
year after tl.ìe base year tl.ìat is the basis for the calculation ofthe col]tract payment rate for the fil.st rate
year ofthe alternative payÍì'ìent contract. Nursing facilities that are not Medicare cer.tified and are not
filing a Medicare cost report must tile a cost repoll as desct.ibed in Section 2.000.
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B. A facility under coúract js not subject to audits ofhistorical costs or revenues, or paybacks or

retl'oactive adjustments based on these costs or revenues, except audits, paybacks, ol adjustments relating

to the cost report that is the basis for calculation oi the first rate year undel the contract, and all

subsequent rate years affected by changes to that first rate year payment rate.

C. A facílity that is uuder contract Vrith the state under this section is not subject to the state's

moratorium law on lícensure or celtification of new nursing home beds, unless the project results in a net

increase in bed capacity or involves relocation of beds fi om one site to another. Conftact payment rates

must not be adjusted to reflect any additional costs that a nursing facility incurs as a result of a
construction ploject undertaken under this paragraph.

D. As a condition ofentering into a contract under Section 22.000, a nursing facility must agree that

any future medical assistance payments for nursing facility services willnot reflect any additional costs

attributable to the sale of a nulsing facility under the State plan or to construction undertaken under this

section that otherwise would not be authorized under the moratorium exception process.

E. Nothing in this sectiol'ì preveÌ'ìts a nulsing facility particìpating in the contractual alternativç

payment late methodologl descl ibed in this section from seeking approval of an exception to the state's

nursing home moratorium law through the plocess established in that law. The p'ojected costs ofthe
moratorium exception project are not required to exceed the cost threshold, which is $1,000,000 plus

inflation added annually fot' plojects approved after July l, 2001.

(1) Ifa molatolium exception application is apploved, the nursing facility's payment rate for
property shall be adjusted to reflect the cost of the approved project.

(2) If a nulsitg facility leceives legisiative apploval of an exception to the morâtoriurr, tl'ìe

facility's rate must be adjusted to reflect the cost ofthe project.

F. Notwithstanding the state's law governing the level of nursing home Medicat'e cefiification, and

pursuant to any terms and cor.rditions contained in the facility's contract, a nursing facility contracting with
the state under this section is in compliance with state laws if the nursing facility is Medicale certified.

G. A nursing facility under cor]tract is allowed to change therapy arrangemeús from an unrelated

vendor (i.e., a thelapist not working fol the nu|sing facility) to a related vendor during the term ofthe
contract.

SECTION 22.090 Consume r protection,

A. As a condition of ente|ing into a contract unde| this section, a nursirg facìlity rîust agree to
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establish resident grievance procedures that are shilar to those Ìequiled uÍìder state la\À7.

B The nutshrg facility rnay also be required to establish expedited grievance procedures to resolve
complaints rrade by short-stay residerfs.

C. The facility must notiô/ its resident council of its intent to enter into a contract and must consult
with the council regarding any changes in operation expected as a result of the contract.

SECTION 22.100 Contracts are voluntary.

A. Election by a nursing facility ofthe contr.actual alternative payment rate is voluntary.

B The tenns and procedul es governing the alternative paymeÍìt rates al e determined under Section
22.000 and through negotiations between the Department and nuising facilities that have submitted â letter
of iÍìtent to elect the alternative payment rate.

C For purposes of developing requests for ploposals and contract requirements, and negotiating the
terms, conditions, and requirements of contracts, the Depaftment is exempt ftom state rulemaking
lequiremefts.

SECTION 22 110 Federal re quirements. The Departmeft will implement the contractual alternative
payment methodology subject to any requìred fedelal appfovals, and jn a manner that is consistent with
federal requirements. Ifa provision of this section is inconsistent with a fedelal requirement, the federal
requirement supersedes the inconsistent plovision. The Depaltrnent will seek federal approval and request
waivers as necessaly to implement this section.

SECTION 22.120 salary adjrstments. Effective July l, 1998, made available the appropriate salary
adjustment pel diem calculated in Section I 1.070 to tl'ìe total operating cost payment I ate of each nul.sing
facility subject to paymeDt uÍrder this section. This salaly adjustment per cliem became paIt ofthe
opelating payment rate jn effect on June 30, 2001.

SICTION 22.130 Scparate billings fortherapyservices, Nulsing facilities must limit charges in total
to vendors oftherapy selvices for rentìng space, equìpment, or obtaining other services durjng the rate
year to the inflated anount from the facility's base yeal cost leport. Nulsing facìlities that are located in a
county participatilg in the state's $ I 1 l5 prepaitl rredical assistance waiver program ar.e exenrpt fi.onr thìs
lîäxin'rut'ìl therapy ret]t revenue requir.cnrcnt.

sECTloN 22.140 Paymeú for preadmission screening fe es. The estimated annual cost of
screeuinç fol each nulsing facility are incfi"rded as an allowabie opet atiDg cost for teimbursement
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purposes. The estimated annual costs are divided by the facility's actual resident days for the cost repolt
period. The resulting per diem amount is included in the calculation of tl.ìe totalpayment rate.

SECTION 22.150 Noncompliance with bâseline statistical and cost information. Ifa nursing

facility faìls to corlply with the baseline statistical and cost jnformatìon requiremenfs of sfate law that

require such infonnation by August 31,2004,|he Department shallreduce the nursing facility's payments

to 85% ofthe amount they would otherwise have leceived. The reinstatement of withheld payments is

retroactive foL no mole than 90 days.

SECTION 22.160 Nursing facility rate âdjustments beginning September 1,2013. A
total of a five percent average rate adjustn.rent sball be pI'ovided as described under this

section and under s ection 22.016.
(a) Beginning September 1,2013, the commissioner shallmake available to each

nursing facility reirnbursed under this section a 3.75 percent operating payment rate

increase, in accordance with paragraphs (b) to (g).
(b) Seventy-five percent ofthe money resulting from the rate adjustment under
paragraph (a) must be used for increases in compensation-reìated costs for employees

directþ employed by the nulsing facility on or after the effective date ofthe rate

adjustment, except:
(l) the administrator;
(2) pelsons ernployed in the central office of a corpotation that has an ownership

iderest in tlre nursing facility or exercises control over the nursing facility; and

(3) persons paid by the nursing facility under a management contract.
(c) The commissionel shall allow as compensation-related costs allcosts for:

(l) wage and salary increases efTective after May 25,2013;
(2) the employer's shale of FICA taxes, Medicare taxes, state and federal
unemployment taxes, and workets' compensation;
(3) the employefs share of heaith and dental insulance, life insurance, disability

insurance, long-tern'ì care insurance, unifot'nr allowance, and pensions; and

(4) othel benefrts provided and workforce needs, incìuding the tecruiting and

training ofemployees, subjecl to the apploval oftbe commissionet'.

(d) The portion of the rate adjustment under palaglaph (a) that is not subject to the

requirements of paraglaph (b) shall be provided to nulsing lacilities effective Septernber l,
2013. Nursing facilities may apply fol the portion of tlie rate adjustment under paragraph

(a) that is subject to the lequirements ir paragraph (b). The application must be subÍnitted

to tl'ìe commissior.rel within six months ol tl'ìe effective date of tlte rate adjustmetrt, and

the nulsing facility nust plovide additionai infor:lation tequired by the colnlnissioner
within nine months of the effective date of the rate adjustment. The cot.nmissioner must

respond to all applications within tlrree weeks of receipt. The commissioner tnay waive
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the deadlines in this paraglaph under extlaoldinary circurÌstances, to be detennined at the
sole discletion ofthe commissioner. The application must contain:

(l) an estirnate of tl'ìe amounts ofmoney that must be used as specified in paragraph
(b);
(2) a detailed distribution plan specifying the allowable compensation-related
incleases the nutsing facility willimplement to use the funds available in clause (1);
(3) a description of how the nulsing facility will notif' eligible employees of
the contents ofthe approved application, which must provide for givìng each eligible
employee a copy ofthe approved appÌication, excluding the information required in clause
(1), or posting a copy ofthe approved application, excluding the information required in
clause (1), fot a period of at least six weeks in an area of the nursing facility to which all
eligible employees l.tave access; and
(4) instructions for employees who believe they have not received the
compensation-related increases specified in clause (2), as approved by the commissioner,
and which must include a mailing address, e-mail address, and the telephone number
that may be used by the employee to contact the commissioner or the commissioner,s
representative.

(e) The commissioner shallensur.e tl'ìat cost increases in distribution plans under
paragraph (d), clause (2), that mây be included in approved applications, comply with the
following requirernents :

(l) a portion of the costs resulting frorn tenur.e-telated wage or. salary increases
may be considered to be allowable wage increases, according to formulas that the
comnrissìonel shallplovide, whele employee retention is above the âverage statewide
rate of retentiot'ì of djrect-care ernployees;
(2) the annualized amount of increases in costs for the employer's shar.e of health
and dental itsurance, life insulance, disability ìnsur.ance, aud workers, conrpensation
shall be allowable compensation-related increases if they ar.e effective on or after April
1,2013, and plior ro Apr.it 1,2014; and
(3) for nursing facilities in whjch employees are r.epresented by an exclnsive
bargairirg lepreserfative, the conrmissioner. shall appr.ove the application only upon
receipt ofa letter ofacceptance of tlre distributiotr plan, in regar.d to members ofthe
bargaìning unit, signed by the exclnsive bar.gaìning agcnt, and dated after May 25,2013.
Upon receipt ofthe letter oî acceptance, tlle comnrissioner shall deem aÌl requirements of
this provision as having been ulet in regard to tite nrember.s ofthe bargainìng unit.

(l)'l'he commissionel shall review applications received under.paragraph (d) and
sholl plovldc thc portion of Ìhe l.ate adjrrsturent undei par.aglaph (b) if lhe rcquit.ements
of palglaph (b) ale met. The rate adjustme¡rt slmll be effective September. 1,2013.
Notwithstandiug palagraph (a), if the appr.oved application distr.ibures Iess money than js
available, the amount of tlte rate adjustment shall be reduced based on the ratio of tlte lower amount ir the
app|oved applicâtiol'ì to thc amouÍtt available as specified in (b) so that the ärnoLrnl. of money

13. ll
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made available is equal to tl'ìe an.ìount to be distributed.
(g) The inclease jn this section shallbe applied as a percentage to operating

payrnent rates in effect on August31,2013. For each facility, the commissioner shall

determine the operating payment late, not including any rate components resulting from
equitable cost-sharing for pubiicþ owned nursing facility progam paticipation under

section 20.070, critical access nursing facility program paÉicipation

under section 23.211, or performance-based incentive payment

progran.r pafticipation under section 22.0761, îor a RUG class with a weiglrt

of 1.00 in effect on August 31,2013.

SECTION 23.000 Calculation ofnursing facility operating and external fixed payment rates.

SECTION 23.010 Calculation ofnursing fâcility operâting payment râtes.
The commissioner shall calcuÌate operating payment rates usjng the statistical and cost repod fìled by each

nursing facility for the report period ending l5 moúhs prior to the rate year. Each cost reportjng year shall

begin on October I and end on the following September 30. Beginning in 2014, a slafislicãl and cost report

shall be filed by each
nulsing facility by February 1. Notice of rates shall be distributed by November
15 and the rates shall go into effect on January I for one year.

SECTION 23.020 Reserued

SECTION 23.030 Reserved

SECTION 23.040 Reserved

SECTION 23.050 Definitions

Active beds. "Active beds" means licensed beds that at'e not currently in layaway status.

Activities costs. "Aclivities costs" means the costs for the saiaries and wages ofthe supervisor and

other activities workels, associated fringe benefits and payloll taxes, supplies, services, and consultants.

Administrâtive costs. "Administ|ative costs" means the direct costs fol administering the ove|all

activities ofthe nursing lrome, These costs include salalies and wages of tbe administrator, assistant

administrator, business office ernployees, seculity guards, and associated flinge benefits and payroJltaxes,

fees, contracts, or purchases related to business office functions, licenses, arèpernrits except as ptovided

in the external fixed costs category, employee recognition, travel incir,rding mea)s and lodging, alltlaining
except as specified in dilect care costs, voice aud data communication or transmission, office supplies,
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ploperty and liability ínsu|ance and other fornrs of insurance neÈdesþna{ed+eethe+-a+eas except
insurance that is a fringe benefit, persorutel recruitrnetrt, legal services, accounting services, management
or business consultants, data processing, itlfolrnatlon technologr, Vy'eb site, central or home office costs,
business meetings and seminars, postage, fees for plofessional organizations, subscriptions, security
services, advedising boald of dilector's fees, working capital interest expense, å,nd bad debts, and bad
debt collection fees, and costs incurred for travel and housing for persons emploved bv a supÞlemental
nursing services agencv and working in the facilitv.

Allowed costs' (a)''Albwed 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 departrnent for
accuracy; reasonableness, in accoLdance with the lequirements set fortli in Title XVIII of the federal
Social Seculity Act and the interpletations in the provider reìmbursement manual; and compliance with this
section and generally accepted accounting principÌes. All references to costs in this section shall be
assumed to refel lo allowed costs.

(b) For facilities where employees are represented by collective bargaining agents, ìhcreases fi.our
the prior year in costs related to the salaries and wages, payroll taxes, and employer's share of fringe
benefrt costs, except employer health insurance costs, lor facility erlployees who are members ofthe
bargaining unit are allowed costs only ifthese costs ale ìncurred pursuant to a collective bargaining
agfeemeú that was effective on the last day ofthe cost r.epol.tìng year..

The commissioner shall allow until March I following the date on which the cost repol t was required to be
subnìitted for a collective balgaining agent to notify tlie commjssionel ifa collectìve bargaining agreement
'was not in effect on the last day ofthe cost leporljrrg year. Ifthe collective balgaining agent notifies the
commissioner by March I that a collective bargaining agleemeÍìt was not in effect on the Ìast day ofthe
cost repofiing year, the agent must then uotify tl'ìe cornmissionel by october I that these costs are
incùrred pursuant to aÌr agreement or understandìng between the facility and the collective bargaining
agent in order for the above costs to be allowed.

(c) In any yeal for whicli a portion of a facility's reported costs are not allowed costs utder
paragraph (b), when calcuìating the oleratir.rg payment rate for tl'ìe facility, the commissioner shall use the
facility's allowed costs fi'ol¡ the facility's second most recent cost report in place of the nonallowed costs.
For the purpose of setting thc othel operating payu'ìent rate, tlte ¡ ate slnll be leducetl by the difference
between the nonallowcd costs aÍìd the ailowed costs fi ürn tlìe facility's secontl most recent cost repoft.

Centerc for Medicare & Me dicaitl Services. "Centers for Medicare & Medicaid Services ol.CMS,,
rleans the federalogency, in thc united States Depaltmerrt of Health ancl Hurnan Servioes that
adnrinisters Medicaid.
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Commissioner. "Cornmissioner" means the commissioner of hunran services unless specified otherwise

Desk audit. "Desk audit" rrealts the establishment ofthe payment rate based on the commissioner's

review and analysis of requiled repolts, supporting documentation, and work sheets submitted by the

nursing facility.

Dietâry costs. "Dietâry costs" rreans Lhe cos[s lor l.he salaries and wages of tìre dietaty supe|visot,

dietitians, chefs, cooks, dishwashers, ancl othet' enrployees assigned to the kitchen and dining room, and

associated fringe benefits and payrolltaxes. Dietâry costs also include the salaries or fees of dietary

consultants, dietary supplies, and food pt'epalation and serving.

Direct care costs. "Dilect care costs" means costs for the wages of nursing administrafion, direct care

registered nurses, licensed practical nurses, celtified nursing assistants, trained medication aides,

employees conducting tlaining on resident care topics, and associated frìnge benefits and payroll taxes;

services from a supplemental nursing services agency; supplies that are stocked at nursing stations or on

the floor and distributed or used individually, iicluding, but not limited to: alcohol, applicators, cotton balls,

incontinence pads, disposable ice bags, dlessings, bandages, water pitchers, tongrÌe depressors, disposable

gloves, enemas, enema equipment, soap, n.redication cups, diapers, plastic waste bags, sanitary products,

thermometers, hypodermic needles and syringes, clinical reagents or similar díagnostjc agents, drugs fhat

are not paid on a separate fee schedule by the medical assistance program or alry other payer, and

technolory reÌafed to the provision of nu|sing care to residents, such as electronic charting systems.

Effective August 1, 2009, direct care costs also means wages of employees conducting training in resident

care topics, costs of naterials used for resident care training and training course outside ofthe facility
attended by direct care staff on resident care topics. EfTèctive Octobel l. 2017, direct care costs also

means costs for nurse consultants, pl.nrmacy consultants. and tnedicaÌ directors.

Employer health insurance costs. "Employer healtlr insurance costs" l-ì-ìeans prenrium expenses for
group coverage, actual expenses ìncurted fol self-insured plans, including reinsurance; and enployet'

conüibutions to employee health leimbursement and healtl.ì savil'ìgs accour'ìts. Premium and expense costs

and contributions are allowable for enrployees, and the spouse and dependents ofthose employees who
are ernployed on average at least 30 hour-s per week. Enrployer costs for health insurance for spouse and

dependents of paft-time employees shall not be an allowable cost.

Externâl fixed costs. "Extelnal fixed costs" means costs lelated to tl're nursing llome surcharge;

MiDrìesota Healtlr Department licensure fees; family advisoty council fees; scholarships; pìanned closul e

rate adjustments; sìngle bed room incentives; propefiy taxes; assessÍneÍìts, and payments irr Jieu of taxes;

employel health insurance costs, quality hcentive paynìent rate adjushnents; pet'formance-based jncentive

payments; special dietaly needs; rate adjustments tnder 23.272 effective on ot aftel January 1, 2018; and
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PERA,

Facility average case mix inde x, "Facility avelage case mix index" or. ',cMI,'means a numericalvalue
score that describes the relative resource use for all residents within the gloups under the resource
utilization group (RUG-III) classification systen prescribed by fhe comniissioner based on an assessment
ofeach resident. The facilþ average CMI shall be colnputed as the standardized days divided by total
days for all residents in the facility. The RUG's weights used in this section shall be based on the systen
described in section 14.

Facility type groups. Facilities shall be classified into two groups, called "facility type groups," which
shaÌl consist of:
(1) C&NC/R80: facilities that are hospital-attached, or are licensed as described in Section 20.030; and
(2) lreestandilrg: all other lacilities.

Field audit. "Field audit" means the examination, verification, and review of the financial records,
statistical records, and related suppofiing documentation on the nursìng home and arry reiated organization.

Fringe benefit costs. "Fringe benefit costs" means the costs ior group life; dental; workers'
compensation; short- and long-term dìsability; long term care insurance; accident insurance; supplemental
insutance; legal assistance insurance; plofit shaling; other costs not considered employer health insurance
costs, including costs associated witl'ì par'ltime erlployee fanrily member.s or. l.etirees; and pension and
letien'ìent pian contributions, except for the Public Employees Retirement Assoc;atiotl.

Generally accepted accounting principles. "Generally Accepted Accounting principles" means the
body of pronouncernents adopted by tlìe American Institute of Celtified Public Accountants regarding
proper accounting plocedures, guidelines, and rules.

Hos pital-attache d nursing facility stâtus. (a) "Hospìtal-attached nulsing facility" means a nursing
facility which n.ìeets tbe requirements ofclauses (l) and (2); or (3); or (4), or.had hospital-attached status
prìor to Janualy l, 1995, and has been recognized as having hospital-afiached stâtus by CMS continuously
since that date:

(l) the nursing facility is lccognizcd by the ledelal Medicale program tü be a hospilal-basetl nursing
facility;

(2) the hospìtal arul rrulsing lacility are physically attachcd ol.connected by a cor.r.idor;

(3) a nursing facility and hospital, which have applìed for hospital-based nursing facility status under the
fedel'al Medicare plogran during the repolting year', shall be consideled a hospital-attacl.ìed lrursing fàcility
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for putposes of setting payment rates undel this section. The nursing facility tnust file its cost report for

that repofiing year using Medicare principles and Medicare's recommended cost allocation methods had

the Medicare program's hospital-based nursing facility status been gtanted to the nulsing facility. For each

subsequent late year, the nursing facility must rneet the definition requirements in clauses (1) and (2). If
the nursing facility is denied hospital-based nursing facility status under the Medicare pt'ogram, the nursing

facility's payment rates for the rate years the nursing facility was considered to be a hospital-attached

nursing facility according to this paragraph shall be recalculated treating the nursing facility as a non-

hospital-attâched nursing facility;

(4) if a nonplofrt or community-operated hospital and attached nursing facility suspend operation of the

hospital, the lernaining nursing facility must be allowed to continue its status as hospital-attached for rate

calculations in the three rate years subsequent to the one jn which the hospital ceased operatiols.

(b) The nursing facility's cost report filed as hospital-attached facility shaÌl use the same cost allocation

principles and methods used ir the reports filed for the Medícare program. Direct identification of costs to

the nursing facility cost center will be perfiritted onþ when the compafable hospital costs have also been

directly identifred to a cost ceÍìter which is not allocated to the nursing facility.

Housekeeping costs. "Housekeeping costs" IneaÍìs the costs for the salaries and wages ofthe
housekeeping supervisor, housekeepers, and other cleaning employees and associated fringe benefits and

payroll taxes. It also includes tl.ìe cost of housekeeping supplies, including, but not limited to, cleaning and

lavalory supplies and conttacl services.

Laundry costs. "Laundry costs" means the costs for the salaries and wages ofthe laundry supervisor and

other laundry employees, associated lringe benefits, and payloll taxes. It also jncludes the costs of linen

and bedding, the laundering ofresiclent clothing, larrndry supplies, and contrâct services.

Licensee. "Licensee" means the ìndividualor olganization listed on the form issued by the Minnesota

Department of Health.

Maintenance ând plânt operâtions costs. "Maintenance and plant operations costs" lneans the costs

for the salaries and wages ofthe maintenance supervisor, engineers, heating-plant enrployees, and other'

maintenance ernployees and associated fringe benefits and payloll taxes. lt also includes direct costs for
maintenance and operatjon of the building and grounds, including, but not limited to, fueì, electricity,

medical waste and garbage temoval, watet, sewer, supplies, tools, and tepairs.

Median total care-related cost per diem and other operating per diem determined.
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(a) The conrrnissionel shall determine the median total care-related per diem to be used jn section
23. 100 aÍìd the median otliet operating per diem to be used in section 23.120 using the cost repolts ftom
nursing facilities in Anoka, Carver, Dakota, Hennepìn, Ramsey, Scott, and Vy'ashington Counties.

(b) The niedian total care-related per dien.r shall be equalto the median total care-related per diem
for a RUG's weight of 1.00 for facilities located in the counties listed in paragraph (a).

(c) The median other operating per dieni shallbe equalto the median other operating per diem for
lacilitjes located in the counties listed in paragraph (a). The other operating per diem shall be the sum of
each facility's administrative costs, dietâry costs, housekeeping costs, laundry costs, and maintenance and
plant operations costs divided by each facility's resident days.

Normalized direct care costs per day. 'Nortnalized direct care costs per day" means direct care costs
divided by standardized days. lt is the costs per day for direct care services associated with a RUG's
index of 1.00.

Nurcing fâcility. 'I.lursing facility" rneans a facility with a medical assistance provider agreement that is
licensed by tlie Department of Health as a nursirg home oÍ as a boarding care home which meets federal
celtification requirements for a nursing facility.

other direct câre costs, "othel direct cale costs" means the costs for the salaries and wages and
associated fringe benefits and payloll taxes of mental health workels, religious personneJ, and other dir.ect
cale employees not specified ìn the definition ofditect care costs.

Payroll taxes. "Paylolltaxes" means the costs for the employer's share ofthe FlcA and Medicar.e
withholding tax, and state and federal unerrployrnent con.ìpensation taxes.

Prior system operating cost pâymenl rate. "PIioI system opeÍating cost payment rate" means the
opeÌ ating cost paymeÍìt rate in effect on December 31, 201 5, undel Minnesota ruies and Minnesota
statutes, inclusive of health insurance plus pÌ opel ty insurance costs flom external fixed, but not including
late increases allowed under Section 20.070.

Private paying rcsident. "Private paying lesidelìt" n'ìeaus a nulsing far:ility resident who is not a medical
assistance recipient and whose paylnent rûte is not cstabiishcd by anothel thi'd pafty, iucluclitìg tlìe
V0[crâns Admhistlatiolr or Medicalc.

Rate year. "Rate yeat'" means the 12-month per.iod beginning on January l.

Raw food cosfs. "Raw food costs" nreans the cost of food provided to nulsing 1àcility residents and the
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allocation of dietary credits. Also included are special dietary srìpplements used for tube feeding ol oral

feeding, sucli as elemental high nitlogen diet.

Related organization. "Related organization" means a person that furnishes goods or se¡vices to a

nursìng facility and that is a close relative of a nursing facility, an affiliate of a nursing facility, a close

relative of an affiliafe of a nursing facility, or an affiliate of a close relative of an affiliate of a nursing

facility. As used in this subdivision, palagraphs (a) to (d) apply.

(a) "Affìliate" means a person tlrat dilectly or indirectly through one or more intermediaries, controls or is

controlled by, or is under common conttol with another person.

(b) "Person" means an individual, a cotporation, a partuership, an association, a trust, an unincorporated

organization, ol a government or political subdivision.

(c) "Close relative of an affiliate of a nursing facility" means an individual whose relationshþ by blood,

maniage, or adoption to an individual who is an affiliate of a nursing facility is no more remote fhan first

cousin.

(d) "Control" including the terms "contlolling" "contlolled by," and "under common control with" means the

possession, direct or indirect, ofthe po\ryer to direct or cause tl'ìe direction ofthe maÍìagement, opetatiol'ìs,

or policies of a person, whether through the ownership of voting securities, by colìtract, or othet'wise.

Reporting period. "Reporting period" means the one-year period beginning on October I and ending on

the following September 30 during wbich incurred costs are accumulated and then reported on the

statistical and cost repol't. lf a facility is reporting lbl an intelim or settle-up perìod, the reponing period

beginning date may be a date other than October 1. An interim or settle-up report must cover at least five

months, but no more than 17 months, and must always end on September 30.

Resident day or actual resident day. "Resident day" or "actual resjdent day" means a day for which

nulsing services are rendered and billable, or a day for which a bed is heìd and billed. The day of
ad¡ission is considered a resident day, regaldless ofthe time of admissiott. The day ofdischarge is not

consideled a resident day, regaldless of the time of dischalge.

Salaries and wages. "Salarìes and wages" means amounts eatned by and paid to ertployees or on

behalf of employees to compensate fot necessary services plovided. Salaries and wages include accrued

vested vacation and accrued vested sick leave pay. Salalies and wages must be paìd within 30 days of
the end of the lepoltirrg peliod in order to be allowable costs of the reporting period.

Social seruices costs. "socjal selvices costs" means the costs for the salalies and wages ofthe
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supervisor and other social work empÌoyees, assocìated fi'ìnge benefits and payrolltaxes, supplies,
services, and consultants. This category includes the cost ofthose erlployees who manage and plocess
admission to the nursing facility.

Stakeholders. "Stakeholdels" means individuals and representatives of organizations inter.ested in long-
term care, including nulsìng homes, corlsumels, and labor unions.

Standardized days. "Standardized days" means the sum of resident days by case mix category ¡rultþÌied
by the RUG index for each category. When a facility has lesident days at a penalty classification, theìe
days shallbe repofted as tesident days at the RUG class established immediateþ after the penalty period,
if available, and otherwise, af the RUG class in effect before the penalty began.

Statistical and cost repoft' "statistical and cost report" means the forms supplied by the commissioner
for annual reporting of nursing facility expenses and statistics, including instructions and definitions of items
in the report.

Therapy costs. "Therapy costs" means any costs related to thelapy services pr.ovided to residents that
are not separately billable from the daily operating rate.

Section 23.060. Reporting ofstatistical and cost information. (a) All nursing facilities shallprovide
il.lfot'l.nation annually to the commissioner on a fonn and in a nranner deternrined by the commissioner..
The commissioner may also require nursing facilities to provide statjstical and cost ínfo¡nation for a subset
ofthe items in the annual report on a semiannual basis. Nulsing facìlities shail r.eporl only costs directþ
related to the operation of the nursing facility. fte facility shall not include costs whjch are separately
reilrbul sed by residents, medical assistance, or other payors. Ailocations of costs fi.om central, affiliãted,
or colporate office and telated organization tlansactions shall be lepolted according to Section 3.040.
Beginning with the September 30,2013, reporting year, tl.ìe commissioner shall no longer grant to facilities
extensiolls to the fÌling deadline. The commissioner nray separately require facilities to submit in a manner.
specified by the comlnissionel documentation of statistical and cost infol'lnation included in tþe repor-t to
eÍìsure accuracy in establìshing payment rates and to pelfolrn audit and appeal r.eview functions u¡der this
sectjon. Facilities shall retairl allrecords necessaly to document statistical and cost inlorlnation on the
repotl fol a period ofno less thatr seven yeats. The commissioner nray arnend iuformation in tþe report
accorditlg to section 23.060. The commissioncr may lcjcct a report filed by a nulsing facìliry urrder ihis
section if the commissioner determines thal the repot t has heen filerJ in a foltn thât is incomplete or
ilaccLn'ate and the information is insufficicnt to cstablislr accurate payn'ìent rates. In tlìe event that a
complctc l'cport is not subntitt€d irr a tirrrely rnunncr, the conrnlissioncr shall reduce the reinrbursemenl
paynlellts to a nur$ing facility to 85 FeÌcerlt of anrounts dr]e until the ìnfolnratior] is 1ìled. The release of
withheld pâyments shall be retroactive for no mole than 90 days. A nLrlsing facìlity that does not submit a
repoft or wllose repolt is filed in a timely mannel but determined to be inconrplete shall be given written
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notice that a payment reduction is to be irnplemented and allowed ten days to cotlplete the repolt prior to

any paymeÍìt teduction. Ifcircumstances exist that are unusual and outside of the normal course of
business operations, the commissioner may delay the paymeú withhold at the sole discretion ofthe
commissioner. An example of an exceptionaÌ circumstance would be the illness of several employees

involved in cost repofl preparâtion.

(b) Nursing facilities may, within 12 months ofthe due date ofa statistical and cost report, file an

amendment when errors or omissions in thc amual statistical and cost report are discovered and an

amendment would result in a rate increase of at least 0.15 pelcent ofthe statewide weighted average

operating payment rate and shall, at any time, file an amendment which would result in a rate reductíon of
at least 0.15 percent of the statewide weighted average operating payment late. The commissioner shall

make retroactive adjustments to the total payment rate of â nursing facility if an amendment is accepted.

Where a retroactive adjustment is to be made as a result of an amended report, audit findings, or other

determination of an incorrect payment rate, the commissioner may settle the payment errot through a

negotiated agleelnent with the facility and a gross adjustment of the payments to the facility. Retroactive

adjustments shallnot be applied to private pay residents. An error or omission for purposes of this item

does not include a nursing facility's determination that an election between permissible altelnatives was not

advantageous and should be changed.

(c) If the commissioner determines that a nurs;ng facility knowingly supplied inaccurate or false

informatior] or failed to file an amendment to a statistical aÍìd cost lepofi that resulted in or would result in

an overpayment, the commissioner shall immediately adjust the nursing facility's payment rate and recover

the entit e overpayment. The cornmissioner may also terminâte the commissioner's agreement with the

nursing facility and prosecute under applicable state ol federaÌ law.

Section 23.070. Audit authority. (a) The comrnissioner may subject repotls and supporting

documeúation to desk and field audits to deteflnìne compliance with this section. Retroactive adjustments

shall be made as a lesult ol desk or field audit findings if the cumulative impact of the finding would result

in a rate adjustment of at least 0.I 5 percent of the statewide weiglrted average operâting payment rate. If
a field audit reveals inadequacies in a nursing facility's lecord keeping or accounting practices, the

co¡rl¡issioner r.nay require the nursing facility to engage colnpeteDt professionalassistance to colrect
those inadequacies within 90 days so that the field audit may ploceed.

(b) Field audits may cover the four rnost recent annual statistical and cost repolts for which desk audits

have been completed and payment rates have been established. The field audit must be an independent

review ofthe nulsing facility's statistical and cost report. All transactions, invoices, ot othet'

docuÍnentation tl]at support or lelate to tlìe statistics and costs claimed on the annual statjstical and cost

reporls al e subject to review by the field auditor. If the provider fails to provide the fìeld auditor access to

supporting docunrentation related to the iÍìfolmation reported on tlle statistical and cost report within the

time peliod specified by the comnrissioner', the colnnlissioner shaii calcuiate the total payment rate by
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disallowing the cost of the items for which access to tl're supporting documentation is not pr.ovided.

(c) Changes h the total payment rate which result from desk or fieìd audit adjustments to statistical and
cost reports for lepofting years earlier than the four n.ìost receú alìnualcost repofis must be lnade to the
four most recet'ìt aÍìnuâl statistical and cost reports, tl.ìe cunent statistical and cost repolt, and future
statistical and cost reports to the extent that those adjustments affect the total pâyment rate established by
those repolting years.

(d) The corlrnissioner shall extend the period for retention of records under section 23.050 for purposes of
performing field audits as necessary to enfolce Minnesota Statutes, 2568.48 with written notice to the
facility postmalked no later than 90 days prior to the expiratiori ofthe record retention requirement.

Section 23.080. Calculation ofcare-related per diems.
The direct care per diem for each facility shall be the facility's direct care costs divided by its standardized
days. The othet' care-related per diem shallbe the sum ofthe facility's activities costs, other direct care
costs, raw food costs, therapy costs, and social services costs, divided by the facility's resident days.

Section 23.090. Determination oftotal care-related per diem. The total care-reiated per diem for
each facility shall be the sum ofthe direct care per diem and the other care-related per diem.

Section 23 100. Determinâtion oftotal care-related limit. (a) The rnedian total care-related per diem
shall be detelmired according to definition of median total-care related per dìern in section 23.050.

(b) A facility's total care-related limit shall be a valiable amount based on each facility's quality score, as
determined under sectior.r 22.076, item (A):

(l) the quality score determined ìn section 22.076 sball be multiplied 6y 0.5625;

(2) add 89.375 to the ar¡ount deter.mined in clause (l), and divide the total by 100; and;

(3) multìply the amount detemined in ciause (2) by the median total care-related per diem
tleler nlined in section 23.050.

(c) A RUG's weiglrt of 1.00 shall be used in thc calculalion of the merlian total care-relared per.dien, and
in corrpalisons of fäcility-specific dir.ect care costs to the lnediaÍì.

(d) A facility that is above its total cale-related linlit as determined according to paragraph (b) shall Ìrave
its total cale-related per diem reduced to its li|nit. If a leduction ofthe lotalcal.e-reJated per dienr is
necessaly due to this limit, the leduction shall l¡e made ploportionally to both the dilect care per diem and
the otller care-related pel diem.
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Section 23.1 10. Reserved

Section 23.120. Determination ofother operâting price. The price for other operating costs shaìlbe

determined as 105 percent ofthe median other operatìng per diem described in section 23.050.

Section 23.130. Exception for specialized câre faciliti€s.

(a) For rate years beginning on or after January l, 2016, tlie care-related limit for specialized care facilities

shall be increased by 50 percent.

(b) "Specialized care facilities" are facilities with specialized treatment programs for residents with

plrysical dìsabílities, or is a facility with 96 beds on January l, 2015, located in Robbinsdale that specializes

in the lleatrnerìt of Huntington's Disease.

Sectior.r 23.131. Nursing facility in Golden Valley. Effective for the rate year beginning January 1,

2016, and all subsequent rate years, the operating pâyment rate for a facility located in the city of Golden

Valley with 44 licensed rehabilitation beds as of January 7,2015, must be calculated without the

application ofthe rate limit in section 23.100 and shall not be limited to the plice determined in section

23.120.

Section 23,132. Spccial dietary needs. The Comrnissioner shall adjust the rates ofa nursing facì)ity that

meets tl'ìe criter'ìa for the special dietary needs of its residents, including the requjrements for kosher and

halal products. The adjustment for raw food cost shall be the diffelence between the nursing facility's

most receÍìtly reported allowable raw food cost per diem and 115 pelcent ofthe median allowable law
lood cost per diem. For late years beginning on ol after January 1,2016, this amount shallbe removed

fiom allowable law food pel diem costs rmcler opelating costs and jnchrded in the externalfixed per diem

rate undel section 23.140.

Section 23.l33.Nursing facilities in border cities. Effective for the Iate year beginning Jan\ary 1,2016,
and annually thereafter, operâting payment lates of a non-profit nursing lacility that exists on January 1,

2015, js located anywhere within the boundalies ofthe city ofBreckenridge, and is leimbursed under this

section, shall be adjusted to be equâl to the median RUG's rates, including corrparable rate components as

detelmined by the Comnrissiorrer, fol the equivalent RUG's weight of tlre nonprofit nulsing facility or'

fac¡litjes located in an adjacent city in another state and ìn cities contiguous to the adjacent city. The

Minnesota facility's operating paylrent rate wìth a weight of L0 shall lre con.rputed by dividing the adjacent

city's nulsing facilities rnedian opefating payment rate with a weight of 1.02 by 1.02. Ilthe adjustments

under tlris subdivision result in a rate that exceeds the limits in section 23.120 in a given rate year, the

facility's rate shall not be subject to those limits lor that rate year'. Tlris section shall apply only if it lesu]ts

in a highe| operating payment rate than would othet wise be determined under this section.
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Section 23.140. câlculation ofpayment rate for external fixed costs. The commissioner shall
calculate â paymellt rate for external fixed costs. The state will pay tlre Medicaid poltjon ofthe following
calculated rate:

(a) For a facility licensed as a nursing home, tl're portion reìated to MiÍìnesota Statutes, $256.9657, shall be
equalto $8.86. For a facility licensed as both a nursing horne and a boarding care home, the porlion
lelated to Minnesota Statutes, $256.9657, shall be equal to $8.86 nultþlied by the result of its number of
nulsing home beds divided by its total number of licensed beds.

(b) The portion related to the Minnesota Deparlment of Health iicensure fee shall be the amount of the fee
divìded by actual resident days.

(c) The pollion related to scholarsìrips shall be determined under Section 20.060.

(d) The portion related to development and education of resident and family advìsory councils shall be $5
divided by 365.

(e) The pottion related to planned closure rate adjustments shall be as determined under.Sectìon 20.027.

(f) The portions related to real estate taxes, special assessments, and payments made in lieu of real estate
taxes djlectly identified or aÌlocated to the nusing facility shaÌl be the actual amounts divided by actual
resident days.

(g) The portion reÌated to the Publìc Employees Retilement Association shall be actual costs divided by
resident days.

(h) The single bed toonr incentives shall be as detennined undel Section I L0568 and Section 22.0738.

(i) The portion leJated to employer healtlr insurance costs slmll be the allowable costs divided by r.esident
days.

O'lhe portion related to special dietary needs shall be the per diem amount determined under section
23.132.

(k) The poltiorr reläted to quality inrprovenrent shall be the anlount determined under section 22.076, item
(B).

(l) The pottion related to the petfotmance incentive shall be the amount detelnrined under section2Z.0j61.
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(rn) The portion related to consolidatiol'ì rate adjustments shallbe the amount detelmined under section

20.n5.

(n) The payment rate for external fixed costs shall be the sum ol tlìe alnounts in paragraphs

(a) to (m).

Section 23.150. Determination oftotal payment rates. The total payment rate for a RUG's weight of
1.00 shailbe the sum ofthe total care-related payment late, other opelating payment rate, external fixed

cost rate, and the propeÍy râte determined under section 22.060. To detet'mine the care-related payment

rate for each RUG's level, multiply each RUG's weight by the direct care portion ot- the care-related per

dieln,

23,160. Rese rved

Section 23.170. Hold ha¡mless. (a) For the rate years beginning onor after January 1, 2016, no nursing

facility shall |eceive a cost payment rate, including the ploperty insurance portion of operating costs plus

health insurance component of external fixed, less than its cost payment rate under the priot'system,

which included operating costs inclusive of health insurance costs plus the propefiy insurance component

of exter¡al fixed. The comparison of payment-rate components under this section shall be made for a
RUG's rate with a weight of 1.00.

(b) For rate years beginning on or aftel Janualy 1,2016, no facility shall be subject to a reduction of
the care-related payment-rate lilnit greater than five pelcent ofthe median determined in section 23.150.

Section 23.180. Appeals. Nulsing facilities may appeal, as described under Minnesotâ Statutes,

$25tiB.50, the detelmination ofa payment rate established under this section,

Section 23.190. Rese tved

Section 23.200 Rese rved

Section 23.210 Rese rued

Section 23.211 Critical access nursing facilities.
Effective July 1,2012, (a) the cormlissiorrer of human selvices, itr consultation

wjth the conrnrissioner of health, may designate cetlain nursing laciljties as c¡'itical access

nulsing facilities. Tlre designation shall be granted on a cotnpetitive basis, within tbe

limits of funds appropliated fol this purpose.

(b) The comnrissionel shall request ptoposals ft'om nut sìng facilities every two years.
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Ploposals musl be submitted in the form and according to the timelines established by
the commissioner. In selectìng applicants to designate, the commissioneL, in consultation
with the commissionel of health, and witli input fron.r stakeholders, shall develop criter.ia
designed to preserve access to nursing facility services in isolated areas, rebalance
long-term care, and irnprove quality. Beginning in fiscalyear.20l5, to the extent placticable, the
commissioner slrallensure an even distribution of designations across the state.
(c) Nursing facilities designated as criticalaccess nursing facilities will receive reimbursement according
to clauses (1) to (5):
( I ) patial rebasing, with operating payment rates being the sum of up to 60 percent of the operating
payinent late determined in accordance with section 23.150 and at Ìeast 40 percent ofthe operating
pâylnent rate that would have been allowed had the facility not been designated as a critical access
nursing facility, with the sum ofthe two pofiions being equalto 100 percent. The commissioner may adjust
these percentages by up to 20 pelcent and may approve a request for less than the amount allowed; (2)
enlranced payments for leave days. Upon designation as a criticalaccess nursing facility, the
commissioner shalllimit payment for leave days to 60 percent of that nursing facility's totalpaymeft rate
for the involved resident, and shall allow this payrnent only when the occupancy ofthe nursing facility,
inclusive of bed hold days, is equal to or greater than 90 percent; (3) two designated critical access nursing
facilities, \À,ith up to 100 beds in active service, may jointþ apply to the commissioner of health for a
waiver in older to jointly employ a directo¡ of nursing; (4) the minimr.rm threshold under sect ton 16.1374,
item E shali be 40 pelcent of the amount that would otherwìse apply; and (5) the quality-based rate limits
under section 23.100 shall apply to designated critical access nur.sing facilities.
(d) Desìgnation ofa critical access nursing facility shallbe for a per'ìod of two yeals, after.which the
benefits allowed undel paraglaph (c) shall be removed. Desþnated facilities may apply for contirued
designation.
(e) This section is suspended from January 1, 2016, to Decenrbe r 31,2019.

Section 23.212 Rate adjustments for compensation-rclated costs
Effective for rate years beginning on and after october 1,2014,(a) oper.ating paynent l.ates ofall

nursing facilities that are reimbut'sed under this section or section 22 shall be increased annualþ to
address changes in compensation costs for nulsing facility employees paid less than $ I 4 per hour. Rate
incteases under this section ol section 22, effective prior to October' 1 , 2016, expire effective Jarruary
I , 201 8. Rate increases under this section ol section 22, effecfive on or after octobe r 1,2016, expire
eflèctive January I , 201 9.

(b) Based on the application in palagraph (d), thc cormlissioner shall calculate the allowablc
annualilzed oornpensstion corìts by adding thc totnls ofclauscs (l), (2), and (3). 'l'he lesult is dividetl by
the standardized or resident days lìlnr Lhe nrost recently availahle cost repoft to determine per.diern
an.ìounts, which must be included in the opeÌ"tir'ìg poltion ofthe total payr'ìent rate and allocated to
direct care or other operating costs as deternined by the conrmissioner:
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(1) the sum ofthe diffelence between $8 and any hourþ wage rate less than $8 for October 1,

2014; between $9 and any hourþ wage rate less than $9 for October 1, 2015; between $9.50 and any

hourþ wage rate less than $9.50 for October 1,2016; ar-d between the indexed value of the minimum

wage, as defined by state law and any hourþ wage less than that indexed value for rate years beginning

on and aIÌer October 1,2017l' multþlied by the numbel ofcompensated hours at that wage mte;

(2) using wages and hous in effect during the frst three months ofcalendar year 2014, beginning

with the first pay period beginning on or after January 1 ,2014;33.3 percent of the sum of items O to
(viii) fol October I ,2014; 44.4 percent of,the sum of items (i) to (viiD for Ootober 1, 2015; anrJ 22.2

percent ofthe sum ofitems (i) to (vii) for October 1, 2016;

(i) for all compensated hours 1Ìorn $8 to $8.49 pel hour, the number ofcotnpensated hours is

rnultþlied by $0.13;

(i) for all compensated hours frorn $8.50 to $8.99 pel hour, the number ofcompensated hours is

multþlied by $0.25;

(iii) for allcompensated hours ûom $9 to $9.49 per hour, the numbel ofcompensated hours is

mulrþlied by $0.38;

(iv) for allcotrpensated hours fiom $9.50 to $10.49 per hour, the nurnber ofcotnpensated hours

is rnultþÌied by $0.50;

(v) for aÌl conpensated hours lìom $10.50 to $ 10.99 per hour, the number ofconrpensated hours

is muhþlied by $0.40;

(v) for all conrpensated hours Íiom $ I I to $ I I .49 per hour', the numbel of compensated hours is

rnultþlied by $0.J0;

(vii) for all compensated hours fiom $ l 1 .50 to $ 1 1 .99 pet hout', the number of compensated

hours is multþlied by $0.20; and

(vii) f,or aÌlcompensated hours liom $12 to $I3.00 per hour', the number ofcompensated houts is

multiplied by $0. I 0; and

(3) the sunr ofthe eurployer's share ofFlCA taxes, Medicate taxes, state and federal

unempioyïent taxes, wolkes' compensation, pensions, and contlibutions to employee l€til ement

accounts attributable to the amounts in clauses (l ) and (2).

(c) Fol the rate years beginning October 1,2014, and later', nursing facilities that receive approval

ofthe applications ir paragraph (d) must receive rate adjustments accotdittg to paragraph (b). The rate
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adjusürents must be used to pay compensation costs for nursing facility erryloyees paid less than $ 14
per hour.

(d) To teceive a rate adjustment, nursing facilities must submit applications to the commissionel
that include specified data, and spending plans that describe how the fi.nds fiom the rate adjustrnents
willbe allocated for conrpensation to employees paid less than $14 per hour. The applications must be
submitted within three nronths ofthe elfective date ofany opelating payment rate adjustment under this
section. within three weeks of receiving a complete application, the comnissioner willrequest any
additional information needed to detennine the rate adjustment. The nulsing facility must provide any
additional information tequested by the cornrnissioner within six months of the effective date of any
operating paylr'ìent rate adjustment under this section. The commissioner rnay waive the deadlines in this
section under extmordinary circuurstances.

(e) For nursìng facilities in which ernployees arc represented by an exclusive bargaining
representative, the conrmissioner shall approve the applications described ìn paragraph (d) only upon
leceþt ofa letter, or lettels, ofacceptance ofthe spending plans in regard to members ofthe bargaining
unit, sþned by the exclusive bargaining agent and dated after May 31, 2014. upon receþt ofthe letrer,
or Ìetters, ofacceptance, the comnissioner shall deern all requirements ofthis section as having been
met in regard to the members of the bar.gaining unit.




