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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
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CENTEN fOR MEDICAID & CHIP STRVICES

Financial Management Group

June24,2019

Marie Zimmerman
State Medicaid Director
Minnesota Department of Human Services 540 Cedar Street
P.O. Box 64983
St. Paul, MN 55164-0983

RE: Minnesota State Plan Amendment (SPA) 19-0003

Dear Ms. Zimmerman:

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid state plan
submitted under transmittal number (TN) l9-0003. Effective for services on or after January l,
2019, this amendment proposes to apply an inflation adjustment to a nursing facility's property
payment rate. The adjustment will be based on the change in the Consumer Price Index-All ltems
(United States City average) forecasted by the Department.

We conducted our review of your submittal according to the statutory requirements at Sections
1902(a)(2), 1902(a)(13), 1902(a)(30), 1903(a), and 1923 of the Social Security Act. We hereby
inform you that Medicaid State plan amendment 19-0003 is approved effective January 1,2019.
rùy'e are enclosing the HCFA-179 and the amended plan pages.

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

Sincerely,

Kristin Fan
Director

Enclosure
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METHODS AND STANDARDS FOR DETERMINING PAYMENT RATES
FOR SERVICES PROVIDED BY NURSING FACILITIES

(NOT STATE GOVERNMENT-OWNED OR OPERATED)
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1.010 General purpose
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I .030 Definitions

Section 2.000 Reporting ltequirements
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Changes to nursing facility reimbursement beginning July l, 2001
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20.020 Negotiated rates for services for ventilator-dependent persons

20.025 Special payment rates for short-term stay nursing facilities
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21.020 Celtification that treatment is appropriate

Section 22.000 Contractuâl Alt€rnâtive Payment Rates After August 1' 1995
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22.020 Requests for proposals
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22.060 Alternate rates for nursing facilities
22.06l Construction project rate adjustments
22.065 Facility rate incteases beginning July l, 1999

22.066 Facility late increases beginning July l, 2000



STATE: MINNESOTA
Effective: January I , 20 l9
TN: l9-03
Approved:
Supersedes

ATTACHMENT 4. I9-D (NF)
Page 6

JuN 2 4 2019
t7-26 (17,16,17 -01 ,16-04,I 5- I 0,l4 -13,13-16,12-23,12-ts,12-l I,11-26,11-17 ,11-
l3.l r -08, r 0-25,l0 -15,10-13,09-26,0 8- 18,08- 15,07- 10,07-07,06- l 3,05- l4)

22.067
22.068
22.069
22.070
22.071
22.072
22.073
22.07 4
22.075
22.076
22.0761
22.0762
22.0763
22.0764
22.076s
22.0766
22.077
22.080
22.090
22.100
22.110
22.t20
22.130
22.140
22.150
22.160

Facility late incleases beginning July 1, 2001

Facility rate increases beginning January l,2002
Facility rate increases beginning July 1, 2002
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Facility rate increases beginning July 1,2003
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Pâyment for post-PERA pension benefit costs

Special diet adjustment
Contract payment lates; appeals
Exemptions
Consumer protection
Contracts are voluntary
Federal requirements
Salary adjustments
Separate billing for therapy services
Payment for pre-admission scteening fees

Noncompliance with baseline statistical and cosl information
Nursing facility late adjustrnents beginnirrg September l, 2013

Section 23.000 Calculation of Nursing Faciliq Operâting and External Fixed Payment Rates
23.010 Calculation ofnursing facility operating pâyment rates

23.020 Reserved
23.030 Reserved
23.040 Reserved
23.050 Definitions
23.060 RepoÉing ofstatistical and cost infol'lnation
23.070 Audit authority
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Special dietary needs
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Appeals
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METHODS AND STANDARDS FOR DETERMINING PAYMENT R-A.TES

FOR SDRVICES PROVIDED BY NURSING FACILITIES
(NOT STATE-GOVERNMENT OWNED OR OPERATtrD)

SECTION I.OOO INTRODUCTIONS

SECTION 1.010 General Purpose, The purpose oftlie Minnesota Medicaid methods and standards

for deterrnining payment rates for nulsing facilities, which are not owned or operated by the state, is

to provide for payment of rates in conformity with applicable state and lederal laws, regulations and

quality and safety standalds. In determining the lates, the Cornmissioner ofthe Depaltment of
Human Services will take into account the mix ofrcsident needs, geographic location, and other

factols. Minnesota has irr place a public process which cornplies with the requirernents ofSection
1902(a) (13) (A) ofthe Social Seculity Act.

Through Septembet 30,2006, nursing facilities participating in the Minnesota Medical Assisfance

program could choose to be paid by the prospective rate-setting methodology described in Sections

1.000 to 21.000 or the contractual rate-setting methodology described in Section 22.000. Effective
October l, 2006, all nulsing facilities were paid by the contractual rate-setting methodology

described in Section 22.000. Effective October 1,2008, nursing facilities are paid by a combination

of tlie contractual rate-setting methodology in Section 22.000 and a new rebasing rate-setting
methodology described in Section 23.000.

SECTION 1.020 Overview. A very blief descriptíon ofthe overall late setting mechanisrn may be

helpful. Cost repofts ale submitted annually. Nursing facilities have a common reporting year of
October I to September 30. The rate year of October I to September' 30, lags the repolt yeal by one

year.. The submitted cost reports are desk audited to detertnine allowable costs and then subject to

various other cost categoly limitations. The rates that ale set are subject to appeal. Rates may be

adjusted retrospectively for field audit and appeal resolutions. Nursing facilities in
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Minnesota cannot chalge private paying residents rates which exceed the rate for medical assistance

recipients receiving similar services in multiple bed Ioolns. 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 ftom prior reporting years

for each nursing facility. Only the nursing cotnponent varies with a resident's case mix.

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

determine ptoportion ofcosts allocable to each ofeleven payment classes.

3. There are eleven lates for each nursing facility based on the relative resource use and

case lnix needs ofthe lesident.

4. Until July I , 1999, homes are grouped by three geoglaphic locations which set limits

on mtes. Special purpose ol'characteristic homes rnay be treated differently for purposes ofapplying
rate limits.

5. Homes can also tt'ade off nursitrg and other care relâted expenditules within the

combined limits for those two cost categories. Beginning July I , 1998, these two limitations do not

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

6. The care related costs inclucle nursing salaries and supplies and non-prescription

dlugs.

?. The othet care related costs include food costs, social services, activities etc.

B. Overall Spending Limits Until July l' 1999

L Pursuant to Section 1 1.047, the operating rate paid to a nursing facility will not be

more than its prior year''s allowed operating costs plus inflation plus a factot above inflation (on a per

diem basis).

2. Pursuant to Section 1 1.047, a nursing facility determined to be high cost when

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

C. Other Operating Costs Until July l, 1999

I . These costs are grouped by geographic location to set limits. Beginning July 1, 1998,

nursing and other cã'e related expenditures do not apply, except for purposes of determining a
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facility's efficiency incentive. Similarly, the maintenance and administt'ative cost categol'ies no

longer apply.

2. There is an efficiency incentive. Homes can lBceive an additional payment ifcosts
are under the Othel Opelating Cost lirnit.

3. The other operating costs include such costs as remaining dietary, laundry and Iinen,

housekeeping, plant operations and maintenance, general and administrative. and the remaining
payroll ta"res and lringe benefits.

D. Adjustment Factor

L Until July 1,1999, all operatir'ìg costs ate updated annually by a 21 month inflation
factor. The 21 month inl'lation factor âccounts for the 9 month lag between the end ofthe repo(ing
year (9/30) and the beginning ofthe rate year (the following 7/l). The Depal'tment contlacts with an

econometlic firm to provide economic change indices for use in determining operation cost payment

rates.

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

a l2 rnonth inflation inclex for the time period between the midpoints of cost repolting years. The

process of indexing limits now extends to the overall spending lirnits.

3. Ceúain costs such as real estate laxes, special assessments, licensing fees, Public

Employee Retirement Act pension contributions, and preadmissíon screening fees are passed

through.

E. Property Payment

I . For the period July 1, 1992, to Septembel 30, 1992, properly rates continued as

established under the cut rent plan; that is, they will continue to be "ftozen" with celtain exceptions.

2. After September 30,1992, a new propefiy system took effect. That system

establishes a minimum property late equal to the greater oftheit current "frozen" pl operly-r'elated
payrnent rate or $4,00 pel resident clay. This rate may be subject to adjustment due to several factors

which include:

a. An incl€mental increase as determined utilizing the State's former rental system

with certain modifications such as a highel equipment allowance, adding the actual cost of a major
projects with the application ofa limit on investment, ol the sale ofthe nursing facility.

b. An equity incentive paymenl which will encourage equity rather than debt

ATTACHMENT 4.I9-D (NF)
Page l0
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financirrg of majot projects. (effec|ive 7 /1/93)

c. A capital asset repair or replacelnent payment for purchases ttp to $ I 50 per

licensed bed per year with a cartyover ofany excess. (effective 7/1/93)

d. A refinancing incentive fot a refinancing that saves on annual interest expense

payments (effectiv e 7 ll /93).

3. Fol sales occurring before October 1, 2005, the sale of a nur sing facility after June

30, lggz,may result in an ìncrease in the nursing facility's property rate. The amount of that increase

will be measur.ed by the modified rental recalculation. An increase in interest expense is allowed

within certain limitations. The amount ofthe "step-up" in the nursing facility's capital asset basis, if
any, does not tesult in a propelty late increase since depreciation is not a component ofploperty rate

compufation.

4. Aftel septemb er 1,1992, nulsing facility appraisals will no longer be needed except

to resolve appraisal appeals. The nursing facility's appraised value will be indexed for inflation
annually. Also, capital asset addilions or deletions will be deducted fi'om the indexed appl'aised

values.
F. Contractual Rate-setting Alternâtive Method After August l' 1995

l. A nursing facility may apply to be paid a contractual altelnative payment rate iÍìstead

ofthe cost-based payment rate established under Sections 1.000 to 21.000. Proposal requirements,

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

2. A nursing facility electing to teceive an alternative payment rate must enter into a

contract with the Department. All contracts entered into are for a term notto exceed four years.

3. Different contract provisìons may be negotiated for different facilities ifrequired due

to legislative changes or if negotiated based on facility proposals.

4. A nulsing facility's case tnix payrrent rates for the first rate year ofa facility's

contract is the payment rate thè facility would have received undel Sections I 000 to 21.00Q.

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

subsequent years ofa facility,s contract afe the plevious rate yealJs contl'act payment rates plus an

inflation adjustment.

6. A Medicare certified nursing facility electing to receive an altelnative payment rate

filing a Medicare cost report must comply with Section 22.080, item A. A nursing facility that is not

Medicare certified does not have to file a Medicare cost repolt, but must file a cost repofi as
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described in Section 2.000.

7. Ceúain other exemptions, such as an exemptiou from auditing requirements under

applicable state laws, are outlined in Section 22.000.

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

G. Rebasing

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

facility types and peer'(or geographìc) gloups with consideration offacilities in different peer groups

but in close proximity, sets limits on spending that can be lecognized in the rates, incorporates new

case mix indices, rewards efficiency, provides for pass-thtough of ceftain costs, and provides that the

total payment rate will consist ofoperating, external fixed, and prope$y payment rates The new

system will be phased in over eight years.

SECTION 1 .030 Definitions.

Actual allowable historical operâting cost. "Actual allowable historical opemting cost" meâns the

operâtìng costs incun'ed by the nursing home and allowed by the Commissioner for the most recent

repoúing year.

Äddition. "Addition" rreans an extension, enlargement, or expansion ofthe nutsíng home for the
purpose of increasing the number of licensed beds or improving resident care.

.Àpplicable credit. "Applicable credit" means a leceipt or expense reduction as a result ofa purchase

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

adjustment for overcharges, insurance claims settlement, recoveted bad debts, or any other

adjustment or irrcome leducing the costs claimed by a nursing home.

Appraised value. "Applaised value" means the value ofthe nursing horne buildings, attached

fixtures, and land improvements used directly for resident cate as detetmined under Section 17.000.

Assessment form. "Assessment folrn" means the forln developed by the Department of Health as

adopted and used for pelfoltning resident assessments.

Attached fixtures, "Attaclred fixtures" means equipnrent used directly for resident care affixed to
the building and not easily movable as specified in fhe fixed equiprnent table ofthe depreciation
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guidelines.

Buildings. "Buildings" means the physical plant used directly for resident cat€ and licensed and

auxiliary buildings in the nature of sheds, ga|ages, and storage buildings located on the site if used

directly for resident care. This definition does not include buildings or portions of buildings used by

central, affiliated, or corporate offices.

Building capital allowance. "Building capital allowance" means the component ofthe propefty-

related payment rate which is denomiuated as a payment for the use of building, attached fixtules,

and land improvements.

Capital âssets. "Capìtal assets" tneans a nursing home's buildings, attached fixtures, land

improvements, depleciable equiprnent, leasehold improvenents, and all additions to or replacements

ofthose assets used dilectly for resident care.

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

6.050 and the portion offringe benefits and payroll taxes allocated to the nursing sewices cost

categoly under Section 8.000.

Commenced construction. "Commenced constructjon" means the date on which a newly-
constructed nursing home, or nursing home with an inclease in Iicensed beds of50 percent ol more,

meets all the following conditions:

A. The final working drawings and specifications were approved by the Commissioner

of health.

B. The consh'uction contracts were let.

C. A tirnely construction schedule was developed, stipulatirrg dates for beginning,

achieving various stages, and completing constl'uction.

D. All zoning and building pelmits ltave been issued.

E. Financing fol the project was secured as evidenced by the issuance of a bjnding letter

of commitment by the financial institution, sale ofbonds, or other similarly binding agreements.

Commissioner. "Commissioner" means the Commíssioner of the Minnesota Depaftment of Human

Services.

Consulting agreement. means any agreement the purpose ol'which is for a central, affiliated, or
corporate office to âdvise, counsel recommend, or suggest to the owner or operator ofthe nonrelated
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long-tel'ln care facility measules and methods for ilnproving the opelation ofthe facilíty.

Cost category. "Cost category" means the classification or grouping of similar or lelated costs for
purposes of rcporting, audit, cost contlol, and the determination ofcost limitations.

Cost report, "Cost report" means the document and supponing material specified by the

Commissioner and prepared by the nursing home. Tlre cost repoft includes the statistical, firtancial,

and other relevant infonnation for rate determination.

Deletion. ,'Deletion" means the sale, destruction, or dismantling ofâ nutsing home capital asset or a

portion of a nulsing hotne capital asset without subsequent t€placement.

Depârtment. "Department" tìteans the Minnesota Department of Human Services.

Depreciated replacement cost method. "Depreciated feplacement cost method" means the method

of pr.opefty appraisal which determines tlìe value of a capital asset by establishing the replacement

cost new reduced by clepreciation.

A. "Replacement cost new" means the amount required to obtain â new asset of
equivalent utility to that which exists, but built ât current prices, with modem materials and according

to current standards, designs, and layout.

B. "Depteciation" means a loss of utility and hence value caused by deterioration or'

physical depreciation such as weal'and tear, decay, dry rot, cracks, encrustations, or structural

defects; and functional obsolescence such as poor plan, mechanical inadequacy or overadequacy, and

functional inadequacy or overadequacy due to size, style, or age.

Depreciable equipment. ''Depreciable equipfirent" means the standard movable care equipment and

suppoft service equipment generally used in nursing homes. Depreciable equipment includes that

equipment specified in the major movable equipment table ofthe depreciation guidelines.

Depreciation guidelines, "Depreciation guidelines" rneans the most recent "The Estimated Useful

Lives ofDepreciable Hospiøl Assets," issued by the American Hospital Association, 840 North Lake

Shole Drive, Chicago, Illinois. Except âs provided in Section 3'040, the useful lives in the

depreciation guidelines must not be used in the detennination ofthe total payment rate The

depr.eciation guidelines ate incorporated by refelence and are available fol reference at the Minnesota

State Law Library, Minnesota Judicial Cenler,25 Constitution Avetrue, Saint Paul, MinnesoÍa,

55155.

Desk audit. "Desk âudit" means the establishment ofthe payment rate based on the ComlnissioneCs

rcview and analysis of rcquit.ed l€poÉs, suppolting documentation, and work sheets submitted by the
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nursing home.

Direct cost. "Direct cost" means a cost that can be identifîed within a specific cost category without

the use of allocation methods.

Discharge, "Dischalge" means a telmination of placernent in the nursing horne that is documented tn

the discharge summary signed by the physician. For the pulposes of this definition, discharge does

not include:

A. a il.ansfer within the nulsing home unless the transfet is to a different licensure level;

OT

B. a leave ofabsence from the nursing home for treatment, therapeutic, or personal

purposes when the resident is expected to return to tlre same nursing home.

Equipment âllowance. "Equipn.rent allowance" means the component ofthe property-related

payment rate which is denominated as a payment for the use ofdepreciable equiprnent.

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

records, statistical records, and telated suppot'ting documentation ofthe nursing home and any related

olganization.

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

insurance, group life insuLance, letil€ment benefits or plans, and an allowance fot uniforms.

General and administrative costs. "Getle¡al and administrative costs" means the costs of
administeling the nut'sing home as specified in Section 6.000.

Historical operating costs. "Histolical operating costs" means the allowable operating costs

incurred by the numing home during the reporting year immediately pleceding the late year for which

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

them to be allowable costs undet.the medical assistance program, and after the commissionel has

applied the limit on general and administrative costs

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

is: l) under common ownership and opelation with a licensed hospital and shal'es with the lìospital

the cost ofcommon service areas such as nursing, dietary, housekeepíng, laundry, plant operations,

or administrative ser.vices; 2) is recognized by the Medìcare ProgralÌì as a hospìtal-based nursing

facility; and 3) is requir.ed to use the stepdown method ofallocatìon by the Medicare progfam, title
XVIII ofthe Social Secur.ity Act, p|ovided that the stepdown lesuÌts in paft ofthe cost ofthe shared

areas to be allocated between the hospital and the nursing home, and that the stepdovvn numbers are
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the numbers used for Medical e reimbul'sement, except that direct identification of costs to the núrsing

facility cost cente¡ will be permitted only when the cornparable hospital costs have also been directly

identifred to a cost center which is not allocated to the ntlrsing facility.

Indirectcost.,,lndirectcost"meansacostthatisincu|r'edforacommonorjointpu|poseandis
identified with more than one cost categoty but is not readily identified with a specific cost category

Land improvement. "Land impt'ovement" means ân imptovement to the land surrounding the

nursing home directly used for l.esident care as specified in the land improvements table ofthe
depreciation guiclelines, ifreplacenrent ofthe land improvement is the responsibility ofthe nursing

home.

Mânagement âgreement. Is an agreement in which one or mote of the following clitelia exist:

A. The central affiliated, or colpolate office lras or is authorized to assunre day{o-day

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

"Day{o-day opetational control" means thât the centlal affiliated, or corporate office has the

authodty to require, mandate, direct, or compel the employees ofthe facility to perform or refrain

from peforming certain acts, or to supplant ot'take the place to the top managen.ìent ofthe facility.

"Day-to-day operational control" includes the authority to hire ot'tefminate employees or to provide

an ernployee ofthe central, affiliated, or corporate office to sewe as administrâtor ofthe facility;

B. The central, affiliated, or corporate office performs or is autholized to perform two ol'

rnore ofthe following: the execution of contracts; authorization of purchase orders; signature

authority for.checks, notes, or other financial instruments; requiring the facility to use the gloup of
volume purchasing ser.vices ofthe central, affiliated, or corporate office; or the authority to make

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

less, without first securing the apploval ofthe facility board ofdirectors;

C. The cenlral, affiliated, or corporate office becomes or is required to become tlìe

licensee under applicable state law;

D. The agreement provides that the compensation for services pt'ovided under the

agreement is dilectly related to any profits made by the facility;

E. The long-term care facility entering into the agreement is governed by a goveming

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

not keep fonnal records of its proceedings.

Medical plan ofcare. "Medical plan ofcare" means documentation signed by the resident's

physician which includes ihe resident's primary diagnoses, secondary diagnoses, orders for treatment
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and medications, rehabilitation potential, rehabilitation procedules if ordered, clinical monitoring
procedures, and dìsclialge potential.

Morâtorium exception: A'lnoratorium exception" results when nursing facilitìes are pefmitted to
obtain licensure and medical assistance certification ofnew nursing home beds and construction
projects tlrat exceed the threshold in section 16.l374,item F. contingent upolt appropriation offunds
by the legislature. Appl'opriâted funds are distributed tlrrough a competitive process. Rates for
molatoriuln exception projects are determined as stafed in section 22.061.

Necessary service, "Necessary service" rneans a function pertinent to the nulsíng home's operation

which if not performed by the assigned individual would have required the nursing home to employ

or assign anothel individual to perfolm it.

Nursíng facility, "Nursing facility" means a facilìty licensed by the Department of Health as a

Medical Assistance nursing home or a boarding care facility which meets federal certification
requirements for a nutsing facility.

Operâting costs. "Operating costs" rneâns the costs ofoperating the nut'sing home in compliance

with licensule and celtification standards. Opet'ating cost categories are:

A. r.rulsing, including nulses and nursing assistants tlaining;

B. dietary;

C. laundry and linen;

D. housekeeping;

E. plant operation and maintenance;

F. other care-related services;

G. general and adrninistrative;
H. payroll taxes, f inge benefits, and clelical training;

L workers' compensation self-insurance;

J. group health, dental, or life insurance; and
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Other câre-related operating costs. "Othet câre-related operating costs" means the operating costs

listed in Section 6.060, and the portion offringe benefits and payroll taxes allocated to the other care-

lelated cost category, the cost offood, and the dietician consulting fees calculated under Section

8.000.

Other operating costs. "Other ope|ating costs" means the operating costs listed in Sections 6.010-

6.040 and 6.070, excluding the cost offood and dietician consulting fees, and the pottion offlinge
benefits and payroll taxes allocated to each offhese operating costs categories under Section 8.000.

ATTACHMENT 4.I9-D (NF)
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Payroll taxes. ''Payroll taxes" means the elnployer's share ofsocial security withholding taxes,

gover.nmentally required letirement contlibuìions, and state and federal unemployment colnpensation

taxes or costs,

Preopening costs. "Preopening costs" means the opelating costs incurred prior to the admission ofa
resident to a newly-constructed nutsing honre.

Private paying resident. "Private paying lesident" means a nursing home resident who is not a

medical assistance progratn recipient for the date of service and whose payment rate is not

established by another thild party, including the Veterans Administration ot Medicare.

Productive nursing hours. "Ploductive nulsing hours" means all on-duty hours ofnurses, aides'

orderlies, and attendants. The on-duty hours ofthe director ofnursing for facilities with more than

60 licensed becls and the on-duty houls ofany medical records personnel ae not ìncluded. Vacation,

holidays, sick leave, classroom ttaining, and Iunches are not included in productive nursing hout's'

Râte year. ''Rate year" meâns the state of Minnesota's fiscal year for which a payment rate is

effective, from July I through the lollowing June 30. The July 1,2004 rate year extends through

Septembel 30, 2005. As ofOctober l, 2005, "rate yeat" means Octobel I through the following
September' 30.

Real estâte tâxes and special assessments, "Real estate taxes and special assessments" means the

real estate tâx liability shown on the annual propelty tax statement ofthe nursing home for the

calendar.year during which the late year begins and the actual special assessrtents and related interest

paid during the repofting year. The tenr does not include personnel costs or fees for late payment.

Related organization, "Related organization" means a person that fulnishes goods or services to a

nulsing home and that is a close relative of a nulsing home, an affiliate of a nursing home, a close

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

home.

A. An "affiliate" is a person that directly, or indirectly through one or more
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intermediaries, contl'ols, or is controlled by, ol is under common control with another person

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

unincorporated olganization, or a goventment or political subdivision

C. A "close relative ofan affiliate ofa nursing home" is an individual whose

relationship by blood, man.iage, or adoption to an inclividual who is an affiliate of a nursing home is

no more remote than first cousin.

D. "Control" including the tenns "controlling," "controlled by," and "under common

contr.ol with,, is the.possession, direct or indilect, ofthe power to dircct or cause the direction ofthe
management, opelations, ot' policies ofa person, whether through the ownership ofvoting securities,

by contract, or othelwise.

Repair. "Repair" means the cost of labor and materials needed to testore an existing capital asset fo

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

condition.

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

improve its function or extend its useful Iife.

Reporting year. "Reporting year" means the peliod from October I to Seplember 30, immediately

preceding the rate year, for which the nursing home subrnits its cost report, and which is the basis for

the determination ofthe paytÌent rate for the following rate yeal

Resident day or actual resident day. "Resident day" or "actual resident day" means a day fot'

which nursing services are rendered and billable, or a day for which a bed is held and billed

Resident class. " Resident class" means each of the l 1 categol ies established in Section 13.000. .

Short length ofstay facility. "Shot length of stay facility" has the ureaning given in Section

20.025.

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

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

corporate officers, general, regional, and district mânagels, administratots and the nursing home

administrator, and any other person performing the function of such personnel. Persons performing

functions only as nursing home depaftn'ìent heads are not included in this definition.
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Total pâyment rate. "Total payment t"te" means the addition ofthe operating cost payment rate, the
property-relatecl payment rate, and the real estate tax and special assessments payment rate as

established by the Commissioner to pay fot the care ofresidents 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 vehicle specially equipped for purposes ofnursing home

operâtions and not readily adaptable to personal use.

Vested. "Vested" means the existence ofa legally fixed unconditional riglrt to a present ol future

benefit.

working câpital debt. "Working capital debt" means debt incurrecl to l'inance nursing home

operating costs. Working capital debt does not include debt incuned to acquire ot refinance a capital
asset.

Working capital intcrest €xpense. "Working capital interest expense" means the interest expense

incurled on work;ng câp¡lal debt duling the repolling year.

SECTION 2.OOO

SECTION 2.OIO
Treble Damages. Any vendor of medical care who willfully subrnits a cost report, rate applicatìon
or claim for leimbursement for medical care which the vendor knows is false representation and

which results in the payÍnent ofpublic funds fol which the vendor is ineligible shall, in addition to
other provisions of Minnesota law, be subjecf to an actiort by the State of Minnesota for civil
damages. The damages awarded shall include three times the paylnents which result from the false

representation, together witlì costs and disbulsements, including reasonable attorneys' fees or their
equivalent.

SECTION 3,OOO COST ALLOCATION PROCEDURES

SECTION 3.010 Classification. Classification ofcosts ¡s the process ofcharging costs to the

appropriate cost categories and compiling a total for each cost category to be recorded on the cost
repoft. Nursing facilities shall classify their costs in accordance with established cost categories.

Costs that cannot be specifically classified in a cost categoly, such as the cost ofgeneric supplies,

must be classified in the general and administrative cost category.

SECTION 3.020 ldentification. Except for the salary costs ofindividuals with multiple duties,
costs must be dilectly identifÌed, without allocation, by routine classification oftransactions when
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costs are tecorded in the books and records ofthe nursing facility

SECTION 3.030 Personnel with multiple duties. When a person other than top management

personnel has multiple duties, the person's salary cost must be allocated to the cost categories on the

basis of time distribution lecords that show actual time spent, ot an accurate estimate of time spent on

various activities. In a nursing facilìty of60 or fewer beds, paft ofthe salary ol salaries oftop
management personnel may be allocated to other cost categories to the extentjustified in titne

dish.ibution records which show the actual time spent, or an accuLate estimate oftime spent on

various activities. A nulsing facility that chooses to estimate time spent lÌust use a statistically valid

method. Persons who serve in a dual capacity, including fhose who have only nominal top

management responsibilities, shall directly identify theil salaries to the appropriate cost categories.

The salary of any person havìng more than nominal top management responsibilities must not be

allocated.

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

aflÌliated, or corporate offices shall be governed by items A to F.

A. Central, affiliated, or corpolate oflice costs representing services ofconsultants lequired

by law or rule in areas including dietary, phannacy, social services, or othel resident cale related

activities may be allocated to the appropriate cost câtegory, but only to the extent that those costs are

directly identified by the nursing facility.

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

a. "Management agteement" means an agreement in which one or more ofthe
l'ollowing cliteria exist:

i. The central, affiliated, ot'cotpotate office lras or is authorized to assume

day-to-day operation control ofthe long-tenn care facility lor any six-month peliod within a 24-

month period. "Day-to-day operation control" means that the central, affiliated, or corporate office
has the authol.ity to requìre, mandâte, direct, or compel the employees ofthe long-term care facility to
perform or refiaín from pelfolming celtain acts, or to supplant or take the place ofthe top

management ofthe long-term cal'e facility. Day-to-day operational control includes the authority to

hil.e or terminate employees or to provide an etnployee ofthe central, affiliated, or corporate office to

serve as administ¡ator of the long-term care facility;

ii. The central, affiliated, or corporate office performs or is authorized to
pel.fot.m two or more ofthe following: the execution ofcontlacfs; authorization ofput'chase ordels;

signature authority for checks, notes, or other financìal instruments; requiring the long-term care

facility to use the group or volume purchasing sewices of tlie central, affiliated, or corporate office;
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or the author.ity to make annual capital expenditules for the long-term care lacility exceeding $50,000

or $500 per Iicensed bed, whichever is less, without first securing the apploval ofthe long-tenn cale

facility board of directors;

iii. The central, affÌliated, or col porate office becomes or is tequired to
become the licensee under applicable state law;

iv. The agreement provides that the compensation for services provided

under the agreen'ìent is directly related to a¡ry profits made by the long-term care facility; ol'

v. The long-term cale facility entering jnto the agl€elnent is governed by a

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

or that does not keep formal records of its pt'oceeclings

b. "Consulting agreement" mealìs any agreement the purpose of which is fol a
central, affiliated, or corporate office to advise, counsel, Lecomntend, or suggest to the owner or
operator ofthe nonrelated long-tetm care facility rleasures and methods for itnproving the opelations

ofthe long-tel m care facility.

B. For rate years beginning on or aftel July 1 , 1990, the central, affiliated or corporate office
cost allocation ìn subitems ( 1) to (6) must be used when determining r ates under Sections I .000

through 22.000.

(l) All costs that can be directly identified with a specific nursing facility that is a

related organization to the centl'al, affiliated, or corporate office, or that is controlled by the central,

affiliated, or colporate offtce under a management agrcement, must be allocated to that nursing

facility.

(2) All costs that can be d¡rectly identified with any other activity or function not

described in subitem (l ) must 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 the costs to the nursing facilities or activities receiving the

benefìts ofthe costs. This allocation must be macle in a manner reasonably related to the services

received by the nursing facilities. Vy'here practical and when the amount is material, these costs must

be allocated on a functional basis. The functions, or cost centers used to allocate central office costs,

and the unit bases used to allocate the costs, including those central office costs allocated according

to subitem 4, ¡nust be used consistently fiom one centlal office accounting period to another. Ifihe
central office wishes to change its allocation bases aud believes the change will result in more

appropriate and mote accurate allocations, the central office must nrake a written request, with its
justification, fo the commissioner for approval ofthe change no later than 120 days after the
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beginning ofthe central office accounting period to which the.change is to apply. The

commissioner's approval ofa centlal office request will be furnishecl to the central office in wtiting.
Where the commissioner approves the central office request, the change must be applied to the

accounting period for which the request was rnade, and to all subsequent central office accounting

periods unless the comrrissioner approves a subsequent request fol clìange by the central office. The

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

made.

(4) After the costs that can be dir€ctly identified accolding to subitems (l) and (2) have

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

the nursing facility operations and other activiti€s or facilities unrelated to the nursing facility
operations based on the ratio oftotal operating costs, detellnilled as follows:

a. The numeratoL for the allocation ratio shall be determined as follows:

i. F'or nursing facilities that are related olganizations or are controlled by a

central, affiliated, or corporate office under a management agreement, the numerator ofthe allocation
1.atio shall be equal to the sum ofthe total costs inculred by each related organization ot controlled

nursing facility.

ii. For a centlal, affiliated, or corporate office providing goods or services

to related organizations that are not nursing facilities, the nuÍneratol' of the allocation ratio shall be

equal to the sum ofthe total costs incul red by the non-nursing facility lelated organizations.

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

to unrelated nursing facilities under a consulting âgreement, the numerator ofthe allocation ratio

shall be equal to the greater ofdirectly identified central affiliated or corporate costs or the contracted

amount.

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

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

to the greatel ofdirectly identified costs or revenues generated by the facility or function.

b. The denominator for the allocation ratio ís the sum ofthe numeBtors in clauses i

to iv of a.

(5) Those long term cale operations that have nursìng facilities both in Minnesota and

outside of Minnesota must:

a. Allocate the nulsìng facility operation's central, affiliated ot corporate office costs

identified in item C to Minnesota based on the mtio oftotal lesident days in Minnesota nurcing
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facilities to the total resident days in all facilities.

b. Allocate the Minnesota nursing facility opefation's central, affiliated or col porate

office costs ídentifìed in a to each Minnesota nursing facility on the basis of rcsident days.

(6) This section does not apply to payment râtes determined undef Section 20.040,

except that any additional directly identified costs associated with the Department of I{uman

Services' or the Department of l{ealth's managing agent under a receivership agreement nust be

allocated to the facility under leceivelshìp, and are nonallowable costs to the managing agent on the

facility's cost repoft.

C. Central, affiliated, or corporate office property-r'elated costs ofcapital assets used directly

by the nursing facility in the provision of numing facility services must be allocated to the nursing

facilities which use the capital asset. Centt'al, affiliated, or corpolate office propedy-related costs of
capital assets which are not used dilectly by the nursing facility in the provision ofnursing facility
services must be allocated to the general and administfative cost categoly ofeach nursing facility
using the methods desclibed in item B.

D. The useful life ofa new capital asset maintained by a central, affiliated, or corporate

office must be determined by applying one ofthe following schedules in subitem (1) or (2):

(1) the useful life ofa building is 35 years; ofland improvetnent is 20 years; ofa major

building improvement is the greater of l5 years or the remaining life ofthe principal capital asset; of
depreciable equiplnent except velìicles is ten years; and of a vehicle is four years; or

(2) the depreciation guidelines.

E. The useful life ofused capital assets maintained by a centt'al, affiliated, or corpol'ate office

must be determined based on the pliysical condition ofthe used capital asset but the useful life ofthe
used capital asset must not be less than oneJralf the useful life detelmilled under item D.

F. The useful life of leasehold inprovernents maintained by a central, affiliated, or corporate

office must be either the useful life ofthe improvement determined under item D or the remaining '
term ofthe lease, including renewal periods, whichever is shorter.

SECTION 3.050 General and âdministrâtive costs' Except as plovided above, general and

adrninistlative costs must not be allocated as direct or indirect costs to other cost categories.

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

supplies dilectly or indirectly furnished to tlìe nursing facility by any related organization may be

included in the allowable cost ofthe nursing facility at the purchase price paid by the lelated
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organization for capital assets ol supplies and at the cost incurrecl by the related organization for the

provision ofservices to the nursing facility ifthese prices ol'costs do not exceed the price of
comparable servìces, capital assets, or supplies that could be purchased elsewhefe. For this purpose,

the related organization's costs must not include an amount for markup or profit

lfthe related organization in the no nal coulse ofbusiness sells services, capital assets, o[ supplíes to
nonrelated ot.ganizations, the cost to the nursing facility shall be the nonrelated organizatiou's price

provided that sales to nonl€lated organizations constìtute at least 50 percent of total annual sales of
similar ser.vices, or capital assets, or supplies. The cost ofownership ofa capital asset whicli is used

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

SF],CTION 4.OOO DETERMINATION OF ALLOWABLE COSTS

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

determine payment shall be used to compute the total payment rate for nursing facilities paÍicipating
in the medical assistance progrâm.

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

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

nursing facility cost. Interest income, dividend income, and other investment income ofthe nursing

facility or related o|ganization are not applicable cr€dits except to the extent that the interest expense

on working capital debt is incurred and claimed as a reimbulsable expense by the nursing facility ot'

related organization. Intercst income must not be offset against working capital interest expense if it
relâtes to a bond sinking fund or a restricted fund ifthe income is not available to the nursing facility
or related organization. Gains ot losses oÍì the sales ofcapital assets used by the nursing facility must

not be applicable credits.

SECTION 4.030 Adequate documentation. A nursing facility shall keep adequate documentation.

A. In order to be adequate, documentation must:

(1) Be maintained in orderly, well-olganized files.

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

tr?nsactions may be traced by the Depaltment to the nursing facility's annual cost repoft.
(3) lnclude a paid invoice or copy ofa paid invoice with date of purchase, vendot name

and address, purchaser name and delivery destination address, listing of items or services put chased,

cost of items purchased, account number to which the cost is posted, and a breakdown of any

allocation ofcosts between accounts or nursing facilities. Ifany ofthe information is not available,

the nursing facility shall document its good faitlì attempt to obtain the information.
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(4) Include contracts, agreements, amoftization schedules, moÉgages, othel debt

instrurnents, and all other documents necessaly to explain the nulsing facility's costs or revenues.

(5) Be retained by the nursìng facility to support the five Ìnost recent annuaÌ cost repolts.

The Department may extend the period ofretention ifthe field audit was postponed because of
inadequate record keeping or accounting practices, the Lecords are necessary to resolve a pending

appeal, or are lequired fol tlie etlforcement of Minnesota's conditions for paúicipation

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

long-term care facilities must be suppoÍed by affirmaiive time and attendance records prepared by

each individual at intervals ofnot more than one month. The requircments ofthis subitem are met

when documentation is provided under either clause a or b as follows:

a. the affirmative time and attendance record must identif the indìvidual's name; the

days worked during each pay period; the number ofhours worked each day; and the number ofhou¡s
taken each day by the individual fot'vacation, sick, and other leave. The affilrnative time and

attendance record nrust include a signed verification by the individual and the individual's supervisor,

ifany, that the entries repofted on the record are correct; or

b. if the affirmative time and attendance records identifying the individual's name,

the days worked each pay period, the number of hout's worked each day, and the number ofhours
taken each day by the individual for vacatiotl, sick, and other leave are placed on rnicrofilm,
equipment must be made available for viewing and printing them, or ifthe records are stored as

automated data, summary data must be available for viewing and printing

B. Compensation fol personal services, regaldless ofwhefher treated as direct or indirect
costs, must be doculnented on payloll records. Payrolls must be supporled by time and attendance or
equivalent recolds for indivìdual employees. Salaries and wages ofemployees which are allocated to

more than one cost category must be suppoded by tirne distribution records The method used must
ploduce a proportional disttibution ofactual time spent, or an accurate estimate of time spent

performing assigned dutìes. The nursing facility that chooses to estimate time spent nust use a

statistícally valid method. The compensation must reflect ân amount proportionate to a full-time
basis ifthe selvices are rendered on less than a full-time basis.

C. Except for vehicles used exclusively fol nursing facility business, the numing facility or
related organization must maintain a motor vehicle log that shows nursing facility mileage for the

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

D. Cornplete and otderly records must be maintained for cost allocations Íìade to cost

categories.
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E. Ifthe Commissioner tequests supporting documentation during an audit for an item of
cost reported by a long-telm care facility, and the long-telm care facility's response does not

adequately document the iteln ofcost, the Commissioner may make reasoned assumptions consideled

appropriate in the absence ofthe requested documentation to reasonably establish a payment t ate

l.atlìer than disallow the entire item ofcost. This provision shall notdiminishthe long-term care

facility's appeal rights.

SECTION 4.040 Compensation for personal services. Competrsation for pet'sonal services

includes all the remuneration paid culrently, accrued or defened, for services rendered by the nursing

facility,s owners or employees. Only valid compensation costs for the cutrent repolting period are

allowable.

A. Compensation includes:

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

for manageriâ1, administrative, professional, and other services;

(2) aniounts paicl by the nursing facilíty for the personal benefit ofthe owners or

ernployees;

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

nulsing facility;

(4) deferred compensation, individual retirement plans such as individual retirement

accounts, pension plans, and profit-sharing plans;

(5) the annual cost ofsupplies, use ofcapital assets, services for personal use, or âny

other in-kind benefìts received by the owners or employees; and

(6) payment to organizations of unpaid workers, that have arrangements with the nursing

facility for the performance ofservices by the unpaid workers'

B. The nursing facility must have a written policy for payment ofcompensation for personal

ser.vices. The polìcy must relate the individual's compensation to the performance ofspecified duties

and to the number ofhouls worked. Compensation payable under the plan must be consistent with
the compensation paid to petsons performing similar duties in the nursing facility industry.

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

ifthe collective bargaining agleement otherwise meets the

essentials ofthe policy required by this itern.
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C. Only necessary setvices shall be compensatecl.

D. Except for accrued vested vacation, accrued vested sick leave, or compensation claims
subject to Iitigation or employer-employee clispute resolution, compensation must be actually paid,

whether by cash or negotiable instrument, within 107 days aller the close ofthe repofting period. If
payrnent is not made within 107 days, the unpaid compensation shall be disallowed in that leporting
year.

SECTION 4.050 Licensure and certification costs. Operating costs of meeting the licensure and

certification standalds in items A to C afe allowable operating costs for the purpose ofsetting nursing

facility payment rates. The standards are:

A. standards set by fedetal regulations for skilled nursing facilities and intermedíate care

facilities;

B. requirements established by the Milrnesota Depaftment of Health for rneeting health

standards as set out by state rules and fedel al legulations; and

. C. other requirements for licensing under state and federal law, state rules, or federal
regulâtions that must be met to pt ovide nursing and boarding care services.

SECTION 4.060 Routine service costs. Operating costs ofroutine services inclucling nursing,

dietary, and suppott serv¡ces are allowable operating costs for the purpose ofsetting nursing facility
payment rates.

SECTION 4.080 General cost principles. For rate-setting purposes, a cost lnust satisfy tlie
lollowing criteria:

A. the cost is oldinary, necessary, and lelated to resident care;

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

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

D. the cost effects oftransactions that have the effect ofcircumventing these rules are not
allowable under the principle that the substance ofthe tlansaction shall plevail ovel form; and

E,. costs that are incurred due to managenent inefficiency, unnecessaly care or facilities,
agreemerrts not to compete, or activities not commonly accepted in the nulsing facility care field are

4 20ls
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not allowable.

SECTION 5.OOO NONALLOWABLD COSTS

The costs listecl in items A to EE are not allowable fol purposes of setting payment rates but must be

identified on the nursing facility's cost repoft.

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

committees or campaigns.

B. Salaries and expenses ofa lobbyist

C. Legâl and related expenses for unsuccessful challenges to decisions by governmental

agencies.

D. Assesslnents made by or the portion ofdues charged by associations or professional

organizations for litigation except for successful challenges to decisions by agencies ofthe State of
Minnesota; lobbying costs; or contributions to political action committees or campaigns. Whele the

breakdown of dues chalged to a nulsing facility is not plovided, the entire cost shall be disallowed.

E. Advertising designed to encourage potential residents.to select a palticular nursing

facility. This item does not apply 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, location, phone number,

and general information about services in the nutsing facility.

F. Assessnents levied by the Minnesota Department of Health for uncorrected vìolations.

G. Ernployee or owner's membership ot'other fees fot'social, fraternal, sports, health, or

similar organizations.

Il. Cost incurred for activities directly related to influencing employees with respect to
unionization.

I. Costs ofactivities not telated to resident care such as flowers or gifts for employees or

owners, employee pafties, and business meals except for the cost of meals incurted as a result of
required overnight business related travel.

J. Costs l elated to put clrase of and care fot pets in excess of $5 per year per licensed bed.

K. Penalties including interest charged on the penalty, interest charges which result ffotn an

overpayment, and bank overclraft or late payment charges
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L. Costs ofsponsoring employee, youth, or adult activities such as âthletic teams and beauty

contests.

M. Premiums on owner's or board member's life insurance policies, except that such

pr.emiums shall be allowed ifthe policy is included within a group policy provided for all employees,

or ifsuch a policy is Iequired as a condition ofmodgage ol loan and the mortgagee or lending

institution is listed as tlie beneficiary.

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

travel or vehicles, and entertainlnent.

O. Costs oftraining programs for anyone other than ernployees or volunteers in the nursing

facìl ity.

P. Costs oftraining programs to meet the mininiuln educational requirements ofa position,

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

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

status, or position or to ¡naintain or update skills needed in pelforming the ernployee's present duties.

Q. Bad debts and related bad debt collection fees except fol the foul types found ìn the

general and administlative setvices section.

R. Costs offund laising activities.

S. Costs associated with the management of investments which may produce interest income,

dividend income, or other investment income ot'losses.

T. Costs offtlnctions normally paid by chalges to tesidents, employees, visitors, ot'others

such as the direct and indilect costs of operating a pliarmacy, congregate dining program, home

delivered meals program, gift shop, coffee shop, apaltment, or day care center.

U. Operating costs for activities to the extent that the activities are financed by gifts or grants

from public funds. A transfer offunds f|om a local governtnental unit to its govet nmetrtal-owned

nursing facility is not a gifl or grant under this item.

V. Telephone, television, and radio service provided in a t'esident's room except for these

services provided in areas designated for use by the general resident population, and the charge of
hansfening a resident's phone from one room to another within the same nursing facilíty.
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W. Costs ofcovenants not to compete.

X. Identifiable costs ofservices plovided by a licensed medical therapeutic or tehabilitation
pl.actitioner or any othel vendor of medical cale which are billed separately on a fee for service basis,

including:

(l) the purchase ofservice fees paid to the vendor or his or her agent who is lrot an

employee ofthe nulsing facility or the compensation ofthe plâctitioner who is an employee ofthe
nursing facility;

(2) allocated compensation and related costs of any nursing facility personnel assisting in
providing these services; and

(3) allocated operating or propedy cost for providing these services such as

housekeeping, laundry, maintenatrce, medical records, payroll taxes, space, utilities,
equipment, supplies, bookkeeping, secretarial, insurance, supervision and administration, and real

estate taxes and special assessments.

lfany ofthe costs in subitems (l) to (3) are incurred by the nursing facility, these costs must be

reported as nonleimbulsable expenses, together with any ofthe income received or anticipated by the

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

Y. Costs for which adequate documentation is not maintainecl or plovided

Z. Fringe benefits or payroll tâxes associated with disallowed salary costs.

AA. Costs associated with sales or Ieorganizations of nursing facilities.

BB. Accruals ofvacation and síck leave fol employees which are not fully vested.

CC. Payments made in lieu ofreal estate taxes, unless such payments are made under a

legally enforceable irt evocable written contract entered into priol to August 3l , 1 983.

DD. Adverse judgrnents, settlements, and repayments ofescrow accounts resulting from the

enforcement of Minnesota's Conditions for Participation Statute.

EE. Costs including legal fees, accounting fees, administt'ative costs, travel costs, and the

costs offeasibility studies attributed io the negotiation or settlement ofa sale or purchase ofany
capitâl asset by acquisition ot merger for which any payment has previously been lnade under

Minnesota's procedures for detet'mining payment lates.
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SECTION 6.000 REPORTING BY COST CATEGORY

SECTION 6.010 Dietary services. The costs listed in items A to D are to be Iepotted in the dietary
services cost calegory:

A. Direct costs ofnolmal and special diet food including raw food, dietary supplies, fbod
preparation and serving, and special dietary supplements used lor tube feeding or oral feeding, such

as elemental hìgh nitrogen diet, even if wlitten âs a prescription item by a physician;

B. The salaries and wages ofthe supetvisot', dietitians, chefs, cooks, dishwashers, and othel'

employees assigned to the kitchen and dining room including the salaries or fees of dietary

consultants;

C. The costs of training includirrg the cost of lodging and rneals fo rneet the
requilements of laws, r'ules, or regulations fot'keeping an employee's salaty, status, or position or to

mâintain or update skills needed in performing the employee's p¡€sent duties; ând

D. The costs of travel necessary for fraining ploglams for dietitians required to maintain
licensure, ceftification, or professional standards.

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

in the Iaundry and linen services cosl category:

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

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

SECTION 6.030 Housekeeping services. The costs listed in items A and B ate to be reported in the

housekeeping services cost category:

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

B. The salaries and wages ofthe supetvisor, housekeepers, and otliel cleaning personnel.

SECTION 6.040 Plant operation and maintenance serrices. The costs Iisted in itelns A to D are

to be reported in the plant opetations and maintenance cost category:

A. Direct costs for maintenance and operation ofthe building and grounds, including fuel,
electricity, water, sewel, supplies, tools, and repairs which are not capitalized;

B. The salaries and wages ofthe supervìsor, engineers, heating-plant employees,
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independer'ìt contlactol's, and other mailltenance personnel:

C. The cost ofrequired licenses and peunits required for operation ofthe nursing facility:
and

D. Cost of the provìder surcharge.

SECTION 6.050 Nursing services. Dilect costs associated with nursing services identified in items

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

A. Nulsing assessrnent ofthe health status ofthe resident and planning ofappropriate

interventions to overcome identified problems and maximize resident stl€ngths;

B. Bedside care and services;

C. Care and services according to tlie order ofthe attending physicìans;

D. Monítoling procedures such as vital signs, ul'ine iesting, weight, iniake and output, and

observation of the body system;

E. Administration ofo|al, sublingual, rectal, and local medications topically applied, and

appropriate recording of the lesident's responses;

F. Dlawing blood and collecting specimens fot'submission to laborâtories;

G. Prevention ofskin irritation and decubitus ulcers;

H. Routine changing of dressings;

l. Training, assistance, and encouragement for self-cate as required for feeding, grooming,

ambulation, toilet, and other activities of daily living including movenrent within the nursing facility;

I
J. Supportive assistance and training in resident transfer techniques including transfer from

bed to wheelchair or wheelchair to comtnode;

K. Care ofresidents with casts, braces, splints, and other appliances requiring nursing care or

supervision;

L. Care ofresidents with behaviol problems and severe emotional problems lequiring

nursing cale or supelvision;
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M. Administration of oxygetr;

N. Use of nebulizers;

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

P. Administration of parenteral medications, including intravenous solutions;

Q. Administlation of tube feedings;

R. Nasoplìaryngeal aspiration required for maintenance ofa clean airway;

S. Care ofsuprapubic catheters and urethral catheters;

T. Cate ofttacheostomy, gastrostomy, and other tubes in a body;

U. Costs ofequipment ancl supplies tliat are used to complemenl the services in the nursing

selyices cost category, including items stocked at nursing stations or on the floor and distributed or

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

bags, dressings, bandages, water pitchers, tongue depressors, disposable gloves, enemas, enema

equiprnent, soap and water, medicatiolì cups, diapers, plastic waste bags, sanitary products,

thèrmometers, hypodermic needles and syririges, and clinical reagents or sinrilar diagnostic agents,

and drugs which are not paid on a separate fee schedule by the rnedical assistance program or âny

other payer;

V. Costs for education or training including the cost of lodging and meals ofnursing service

personnel. Educational costs are limifed to either meeting the requirements of laws or rules ot

Leeping an employee,s salary, status, or position of for maintainirrg or updating skills needed in

periorming the employee's present duties, except tlìat training to become a nurses aid is an allowable

cost;

W. The salaries and wages ofpersons performing nutsing services including salaries ofthe

director, and assistant director of nursing, supervisíng nurses, medical records pet'sonnel, registered

professional nutses, licensed practical nurses, nurses aides, ordetlies, and attendants;

X. The salaries offees of medical director', physicians, or other prolessionals pelforming

consulting services on medical care which ale not teimbursed separately on a fee for service basis;

and

Y. The costs oftravel necessary for ttaining progtams for nursing personnel lequired to

maintain licensute, ceúificatioll, ol professional standards
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SECTION 6.060 Other care-related services. The costs listed in items A to D are to be r€pofted in

the other cal'e-lBlated services cost category:

A. Direct costs ofother care-related services, óuch as recreational or religious activities, afts

and cr.afts, pets, and social services which are not teimbursed separately on a fee for service basis;

B. T¡e salaries and wages ofrecreational therapists and aìdes, r'ehabilitation thelapists and

aides, chaplains, arts and crafts instructors and aides, social workels and aides, and other care-related

personnel including salalies or fees of professional performing consullation services in these areas

which are irot reimbursed separately on a fee for service basis;

C. The costs of training including the cost of lodging and meals to meet the requirements of
laws or rules fof keeping an employee's salary, status, or position, or to mailìtain or update skills

needed in performing the employee's present duties; and

D. Telephone, television, and radio services pl'ovided in areas designated for use by the

general resident population, such as lounges and recreation Iooms and the charge oftlansferring a

resident's phone from one room to another witliin the same nursing facility'

SECTION 6.070 General and administrative services, Direct costs for administel ing the ovelall

activities ofthe nursing facility are included in the general and administlative cost category. These

direct costs include:

A. Business office functions;

B. Travel expenses othel than tlavel expenses reported under dietary services and those

undel nursing services.

C. All motor vehicle operating expenses;

D. Telephone and teleglaph charges;

E. Office supplies;

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

G. Personnel recruitment costs including help wanted advettising;

H. The salaries, wages, or fees ol administrators, assistant administrators, accounting and

clerical personnel, data processing personnel, and leceptionists;
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l. Professional fees fol services such as legal, accounting, and data processing services;

J. Managernent fees, and the cost of mal'ìagement and administt'ative consultants;

K. Cent¡al, affiliatecl, or corporate office costs excluding the cost ofdepreciable equipment

used by individual nursing facilities which are included in the computation ofthe propefty-related

payment rate and those costs specified in Section 3.040, items A and B;

L. Business meetings and seminars;

M. Postage;

N. Training including the cost of lodging and nreals for management personnel and

pemonnel not rclated to direct lesident care ifthe training either meets the requirements of laws,

iules, or regulations to keep an employee's salary, status, or position or maintains ol updates skills

needed to perform the employee's present duties;

O. Mernbership fees for associations and professional organizations which are directly

related to resident care;

P. Subscliptions to periodicals which are dilectly related to the operation ofthe nursing

lacility;

Q. Seculity services ol security personnel;

R. Joint commission on accreditation ofhospitals survey;

S. Advertising;

T. Boald of director's fees;

U. Interest on working capital debt;

V. Bad debts and fees paid fol collection ofbad debts pl'ovided that the conditions ìn

subitems (l) to (4) ar€ met:

(l) the bad debt results ftom nonpayment ofthe paymeni rate or parf ofthe payment rate;

(2) the nur.sing facility documents that reasonable collection effolts have been made, the

debt was uncollectible, and there is no likelihood of future rccovely;
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(3) tlie collection fee does not exceed the amount ofthe bad clebt; and

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

state laws, state rules, and fedelal regulations.

W. The portion ofpreopening costs capitalized as a deferred charge and amortized over a

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

newly-constructed nursing facility;

X. The cost of lneals incurred as a result ofrequired overniglrt business telated travel; and

Y. Any costs which cannot be specifically classified to anothel cost categoly.

SECTION 6.080 Payroll taxes, fringe benefits, and clerical trâining. only the costs identified in

items A to I are to be repoúed in the payroll taxes, fringe benefits, and clerical training cost câtegory;

A. The employer''s shale of the social seculity withholding tax;

B. State and federal unemployment compensâtion taxes or costs;

C. Group lile insurance;

D. Group health and dental insutance;

E. Wo¡kers' compensation insurance including self-insured plans specìfied in Section 6.083;

F.' Either a perision plan or prolÌt-shaling plan, approved by the United States Internal

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

G. Governrnental required retirement contlibutions;

H. Unifol m allowance; and

I. Costs oftraining clerical personnel including the cost of meals and lodging.

SECTION 6.083 Workers compensation self-insurance, The DepaÉment shall allow as workers'

compensation insurance costs the costs ofworkers' compensation coverage obtained under the

following conditions:

A. A plan approved by the Commissioner of commetce as a Minnesota group ol'individual
self-insurance plan.
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B. A plan in which:
(1) The nulsing facility, directly or indilectly, put'chases workers' compensation

coverage from an authorized insulance can'ierl

(2) A lelated organizâtion to the nursing facility reinsures the workers' compensation

coverage pulchased, dilectly or indirectly, by the nursing facility; and

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

C. A plan in which:

(1) the nursing facility, directly or indirectly, pufchases workers' compensation covetage

lrom an authorized insuralrce carrier;

(2) the insurance pretnium is calculated retrospectively, ìncluding a maximum pretnium

limit, and paid using the paid loss retro method; and

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

D. Additional conditions are:

(1) the costs ofthe plan are allowable uncler the federal Medicare progran.r;

(2) the reserves for the plan are maintained in an account controlled and administel€d by

a person which is not a related organization to the nursing facility;

(3) the r.eserves for the plan cannot be used, directly or indirectly, as collateral for debts

incurred or other obligations ofthe nulsing lacìlity or related organizations to the nursing facility;

(4) ifthe plan provides workem' compensation coverage for non-Minnesota nursing

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

plan, and ifreasonable, is allowed notwithstanding atry reimbumement laws regarding cost allocation

to the contrary;

(5) central, affiliated, corporate, or nursing facility costs related to their administl'ation of
the plan are costs which must remain in the nutsing facility's administrative

cost category and must lrot be allocated to other cost categories;

(6) required security deposits, whethel in the form ofcash, investrents, securities,

assets, letters ofcredit, or in any othet form are not allowable costs for purposes ofestablishing the
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facilities payment rate; and

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

common ownetship that self-insures workem' compensation may allocate its directly identified costs

of self-insuring its Minnesota nursing facility workers among those nulsing facilities in the group that

ar.e paid under.this section or Section 22.000. The method ofcost allocation is based on the latio of
each ¡ur.sing facility's total allowable salaries and wages to that ofthe nursing facility group's totâl

allowable salaries and wages, then similally allocated withirl each nursing facility's opelated cost

categories. The costs associated with the administration ofthe group's self-insurance plan lnust

remain classified in the nursing facility's administrative cost category. A written requesf ofthe
nursing facility group's election to use this altetnative method ofallocation of self-insurance costs

must have been received by the Depaftment no later tl'ìan May I , 1998, to take effect on July I, I 998,

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

facility group elects this method ofcost allocation for its workers' col],ìpensation self-insurance costs,

it remains in effect until such time as the gtoup no longer self-insures these costs.

E. Any costs allowed pursualìt to itenrs A to C are subject to the following requirements:

(1) lfthe nursing facility is sold or otherwise ceases operations, the plan's reserves must

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

operations ceased. The facility's medical assistance portion ofthe total excess plan reserves must be

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

(2) Any distribution of excess plan reselves made to or withdrawals made by the nursing

facility or a related organizatìon are applicable credifs and must be used to Ì€duce the numing

facility's workers' compensation costs in tlie reporting period in which a distribution or withdrawal is

received.

(3) Ifreimbursement fol'the plan is sought under the federal Medicare program, and is

audited pursuant to the Medicare Ptogram, the nursing facility must provide a copy of Medicare's

final audit report, including attachments and exl.ìibits, to the Commissioner \rìthin 30 days of receipt

by the nursing facility or any |elated organization. The Depattment shall implement the audit

findings associated with the plan upon receipt of Medicare's final audit repofi. TIìe Depaltnìent's

authority to implement the audit findings is independent of its authority to conduct a field audit.

F. The DepaÍment shall have authority to adopt emergency rules to implement this Section.

SECTION 6.084. Group health, dental, or life insurance. For the rate year beginning orr July l,
1998, a group ofnursing facilities related by common ownetship that self-insures group health,

dental or life insurance may allocate íts directly identified costs of self-insuring its Minnesota nursing

facility workers pufsuant to Section 6.083, iteûì D, subitem (7). The method ofcost allocation is the
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same as in Section 6.083, item D, subitem (7). The costs associated with the administration ofthe
group,s self-insurance plan lnust remain classified in the nursing facility's administrative cost

ðategory. A wrítten request ofthe nulsing facility group's election to use this alternate method of
alloCation of self-insurance costs must be received by the DepaÚ],lent no later than May i , I 998, to

take elfect on July l, 1998, or such costs will continue to be allocated under the existing cost

allocation methods. O¡ce a nursing facility group elects this method ofcost allocation fol its group

health, dental, or life insurance self-insurance costs, it remains in effect until such time as the gloup

no longer sell-insures lhese cosls.

SECTION 6.090 Real estâte taxes and special assessments. Real estate taxes and special

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

assessments cost category. In addition, payments made in lieu of real estate taxes, unless such

payments were made undel a legally enfolceable in'evocable written contlact entered

ìnto pl ior to August 3l , 1983, must be l€pofied in tlìis cost category

SECTION 7.OOO ESTABLISHMENT OF GEOGRAPHIC GROUPS

sECTION 7.010 classification process, The commissioner shall classify Minnesota nursing

facilities according to theil geographìc location.

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

Clearwater, Cottonwood, Crow Wing, Hubbard, Jackson, Kandiyohi, Lac Qui Parle, Lake ofthe
Woods, Lincoln, Lyon, Mahnomen, Meeker', Mort ison, Murray, Nobles, Pipestone, Redwoocl,

Renville, Rock, Swift, Todd, Yellow Medicìne, and vy'adena counties must be placed in geogfaphic

group I .

SECTION 7.030 Group 2. All nursing facilities in counties othel'than the counties listed in group 1

and group 3 must be placed ìn geoglaphic group 2.

SECTION 7.040 Group 3. AII nursìng facilities in Aitkin, Anoka, Carlton, Carver, Cook, Dakota,

Hennepin, Itasca, Koochiching, Lake, Ramsey, St. Louis, Scott, and Washinglon countìes must be

placed in geographic gloup 3.

SECTION 7.050 Exceptions.

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

highest of the limits within Group 2 (middle cost) or Group l. This exception is granted if it is to the

faiility's benefit and is done automatically at the time of fatesetting. [n the event an exception ìs

granted, efficiency payments afe based on Group I limits.

B. Effective July l, 2006, nursing facilities in Benton, sherburne, and steafns counties shall
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receive an operating rate increase to the median rate ofGroup 3 facilities.

SECTION 8,OOO DETERMINATION AND ALLOCATION OF FRINGE BENEFITS AND
PAYROLL TAXES, FOOD COSTS, AND DIETICIAN CONSULTING FEES

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

taxes must be allocated to case mix, othet cal'e-related costs, and othef operating costs according to

iterns A to E.

A. For the rate years beginníng on ol after July l, 1988, all ofthe nursing facility's fringe

benefits and payroll taxes must be classified to the opelating cost categories, based on direct

identification. lfdirect identification cannot be used for all the nursing facility's fringe benefits and

payroll taxes, the allocatìon method in items B to E must be used

B. Fringe benefits and payroll taxes must be allocated to case mix operating costs in the

same proportion to salaries repoded under the nursing service category.

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

proportion to salaries leported under the other cate-related services category.

D. Flinge benefits and payfoll taxes must be allocated to other operating costs in the same

propoftion to salaries repolted under dietary, Iaundry and linen, housekeeping, plant operation and

maintenance services, and the genelal and administtative categories.

E. For any nutsing facility that cannot sepalately repod each salary collpollent ofân
operating cost category, the Department shall determine the fringe benefits and payloll taxes to be

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

salaries for.all nur.sing facilities sepalately repotting allowable salaries in each cost câtegory, by cost

category and in total.

(2) The Departrnent shall determine the ratio ofthe total allowable salaries in each cost

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

(3) The nulsing facility's total allowable fringe benefits and payloll taxes must be

multiplied by each r.atio determined in subiten (2) to determine the amount ofpayroll taxes and

fringe benefits allocated to each cost category for the nursing facility undet this item.

(4) lfa nutsing facility's salary for any nul'sing, dietary, laundry, housekeeping, plant

operation and nraintenance, othel' care-related services and general and administrative operating cost

categories, is zero and the services provided to the nursing facility in that operating cost category are

not performed by a lelated organization, the nursing facility must reclassify one dollar to a salary cost
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line in the operating cost category. For rate years beginning on or after July l, 1989, the Department

shall include a nursing facility's repofted public employee tetirement act contribution for the

repoÉing year as appottioned to the care-related opelating cosf categories multiplied by the

appropriate composite index.

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

the costs of food to be included in otl'le| care-related costs according to iteffrs A ancl B.

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

food costs as repofted under the dietary services cost category.

B. For any nulsing facility that cannot sepalately report the cost offood under the dietary

services cost category, tlìe Depallment shall determine the average ratio of food costs to total dietary

costs for all nursing facilities that separately leported food costs. The nursing facility's total

allowable dietaly costs must be multiplied by the âverage ratio to detelmine the food costs fol the

nursing facility.

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

shall deter.firine the dietician consulting fees to be included in other care-related costs accotding to

items A and B.

A. For any nulsing facility separately reporting dietician consulting fees, the dietician

consuiting fees shall be the allowable dietician consulting fees reported under the dietary sewices

cost category.

B. For any nursing facility that has not separately reported dietician consulting fees, the

Department shall determine the average cost per licensed bed ofallowable dietician consulting fees

for all ¡ur.sing facilities that sepalately reporled dietician consulting fees. The nursing facility's total

number of licensed beds must be multiplied by the avelage cost per bed to determine the dietician

consulting fees for the nursing facility.

SECTION 9.OOO DETERMINATION OF THD ALLOWABLE HISTORICAL OPERATING
COST PER DIEMS

SECTION 9.010 Review and adiustment of costs. The Depaltment shall annually review and

adjust the oper.ating costs repoúed by the nursing facility during the reporting year preceding the Iate

year to determine the nursing facility's actual allowable historical operating costs.

SECTION 9.020 Standardized resident days. Eaclr nursing facility's standardized resident days

must be determined in accordance with items A to B.

A. The nursing facility's resident days for the repofting yeal' in each resident class must be
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rnultiplied by the weight for that resident class.

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

standaldized resident days fol' the l€poúing year.

SECTION 9.030 Altowable historicâl câse mix operating cost stândardized per diem. until July

l, 1999, the allowable historical case rnix operating cost standardizecl per diem must be computed by

the standardized lesident days determined in Section 9.020.

SECTION 9.040 Allowable historical other care-related operating cost per diem. until July l,
1999, the allowable histol.ical other care-lelated operating cost per diem must be computed by

dividing the allowable historical other care-r'elated operating costs by the number of resident days in

the nursing facility's reporting year.

SECTION 9.050 Allowable historical other operating cost per diem. Until July 1 , 1999, the

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

historical other operating costs by the nulflber of resident days in the nursing facility's repoding year.

SDCTION IO.OOO DETERMINATION OF OPERATING COST ADJUSTMENT FACTORS

AND LIMITS

SECTION 10.010 Annual adjustment factors through June 30, 1999. The annual adjustment

factol s will be determined according to items A and C.

A. The forecasted co¡sumel price index for a nursing facility's allowable operating cost per

diems shall be determined using Data Resources, Inc. forecast for the change in the nursing facility

market basket between the tnid point ofthe reporting year and the mid point ofthe rate yeal. For

these purposes, the indices as forecasted by Data Resources, Inc. in the fourth quafter ofthe calendar

year preceding the rate yeal will be utilized.

B. For late years beginning on or after July l, 1 994, the Department will index tlie prior

year,s operating cost limits by the percentage change in the Data Resources, lnc., nuÌsing home

inarket Ùasket between the midpoint of the current ÍepoÉing year and the midpoint of the previous

repofting year. The Department will use the indices as forecasted by Dâta Resources, Inc., in the

foufth quafier ofthe calendar year preceding the rate year.

c. For the nine month r.ate period beginning october 1, 1992, the 21-month inflation factor

for operating costs in item B shall be increased by an annualization ofseven-tenths ofone percent

rounded to the nearest tenth percent

SECTION 10.020 Base year limits. until July 1 , I 999, for each geographic group the base year
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operating costs limits must be determined according to items A and B. No redetermination of the

bàse yeai operating costs limits sl.rall be made due to audit âdjustlnents or appeal settlement. For

purpór"r oithi, seòtion, a new base year is established for the rate year beginni'g July 1, 1992, and

July 1,1993.
A. The adjusfed care-felated limits rnustbe ìndexed as in sections 11.010and 11.020. The

adjusted other operating cost linlits rnust be indexed as in Sections I1.030 and I 1 040'

B. The Depaltment shall disallow any poftion of the general and administrative cost

category, exclusive offringe benefits and payroll taxes, that exceeds the percent ofthe allowable

"*p*ditur"r 
in all operating cost categories except fr¡nge benefits, payroll taxes, and general and

adininistr.ative as in subitems (l) to (3). Fot the purpose of computing the amount of disallowed

general and administrative cost, the nursing facility's plofessional liability and property insut'ance

must be excluded fr.orn the general and administlative cost categoly. For purposes ofth¡s itenì, the

term p1þpeúy insurance means general liability coverage fot'personal ínjury incurred on the nursing

faciliiy property ancl coverage against loss or damage to the building, building contents, and the

property of other.s on the premises ofthe nursing facility. Property insurance does not include any

coverage fol items such as automobiles, loss of earnings, and extra expenses.

(1) If the nursing facility's licensed beds exceed 195 licensed beds, the geneml and

administrative cost category limitatìon sliall be l3 percent

(2) Ifthe nursing facility's licensed beds are more thân 150 licensed beds, but less than

196 licensed beds, the general and administrative cost category limitation shall be l4 percent; ot'

(3) lfthe nursing facility's licensed beds is less than 151 licensed beds, the general and

administrative cost category limitation shall remain at l5 percent.

SECTION 10.030 Indexed limits. Until July l, 1999, the total care relâted operating cost limit and

the other operat¡ng cosl lirnit must be detelmined under items A and B.

A. The annual adjustment factor for case mix and other cale related opelating costs for the

cul.rent reporting year as determined in Section 10.010 rnust be divided by the colresponding annual

adjustment factor for the previous reporting year.

B. The annual adjustment factof for other operating costs for the current lepofting yeaf as

determined in Section 10.010 must be divided by the corresponding annual adj ustment factor for the

previous reporting year.

SECTION 11.OOO DETERMINATION OF OPDRATING COST PAYMENT RATE

SECTION ll.0l0 Nonadjusted case mix and other care-related paymenf rate. until July 1,
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1 999, for each nut sing facility, the nonadjusted case mix and other care-related payment rate for each

resident class must be determined according to items A to D.

A. Tlre nursing home's allowable historical case mix operating cost standaldized per dietn

must be multiplied by the weight for eaclr resident class.

B. The allowable historìcal other car€-lelated operating cost per diem must be added to each

weighted per diern established in item A.

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

resident class and group item c, the nulsing facility's nonadjusted case mix and other care-related

payment l ate must be the amount detennined in iten B fot'each resident class'

D. lfthe amount dete¡mined in item B for each resident class is at or above the linit for that

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

rate must be set at the litnit.

SECTION 1 1.020 Adjusted prospective case mix ând other câre-related payment râte. until
July l, 1999, for each nursing facility, the adjusted prospective case mix and other care-telated

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

rate rnultiplied by the case mix and otlìer care-related adjustment factor.

SECTION 11.030 Nonâdiusted other operating cost pâyment rate. Untíl July l, l999,the

nonadjusted other operating cost payment rate must be determined accolding to items A and B.

A. Ifthe allowable historical othel operating cost per diem is below the limit for that group

the nursing facility's nonadjusted other operating cost payment rate must be the allowable historical

other operating cost per diem.

B. Ifthe allowable historical other opelating cost pèr diem is at or above the limit for that

group the ¡ur.sing facility's rTonadjusted other operating cost payment rate must be set at that limit.

SECTION I 1.040 Adjusted prospective other operating cost payment rate until.July l, 1999.

The adjusted prospective other operating cost payment rate must be determined according to items A

to c.

A. Except as provided in item B, ifthe nursing facility's nonadjusted other opefating cost

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

òplrating cost payment rate must be the nonadjusted other operating cost payment fate determined in

Sèction I t.O:0, item A, multiplied by tlre other operating cost adiustment factor plus, for the rate

year.s before July 1,1999, an efficiency incentive equal to the difference between the other operating
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cost limiis in each geographic group and the nonadjusted other opelating cost payment rate in

Section I 1.030, up to the maxinrum set folth in Section I 1.047, item C.

B. Fot.any shol.t lengtli of stay facility and any nursing facility licensed on June l, 1983 by

the Depadment to provide residential services fol the physically handicapped that is under the limits,

the nursing facility's adjusted prospective other operating cost payment rate must be the nonadjusted

other operating cost payment rate determined in section 11.030, item A, multiplied by the other

operating cost adjustment factor detel'rnined in Section 1 0.010, item B, plus, for the lâte yeal s before

July 1, 1 999, an efficieñcy incentive equal to the differtnce between the othel operating cost limits

foihospital attached nursing facilities in each geographic group, and the nonadjusted other operating

cost payment late in Section 1 l.030, up to the lnaximum set fotth in Section ll 047 
' 

item C.

C. If the nursing facility's nonadjusied othel operating cost payment late is at or above the

limit for that group, the nursing facility's adjusted prospective othef operating cost payment rate must

be the nonadjusted other opet'ating cost paylrent rate determined in Section I1 030, item B,

rnultiplied by the other operating cost adj ustment factor d€termined in Section 10.0 10, item B.

SECTION I 1.042 Efficiency incentive reductions for substandard care. For rate yeals beginning

on or after July l, I 991, the efficiency incentive established in Section 1 1 .047, itern c, shall be

reduced or eliminated for nursing facilities determined by the Commissioner of health to have

uncorrected or repeatecl violations which create a risk to resident care, safety, or rights, except for

uncorrected or r.epeated violations felating to a facility's physical plant. upon being notified by the

Commissioner ofhealth ofuncorrected or lepeated violations, the Conrmissioner ofhulnan services

shall require the nursing facility to use efficiency incentive payments to correct the violations. The

Comgrijsio¡er. of human services shalÌ r'equire the nutsing facility to forfeit efficiency incentive

payments for.failure to correct the violations. Any forfeiture shall be limited to the alnount necessary

to correct the violation.

SECTION I 1.046 Changes to nursing facility reimbursement beginning July 1' 1996. The

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

beginning July I , 1996. In addition, the Department must determine nursing facility payment rates

foithis ráte year without regald to the changes in this section, the results of which will serve as the

basis for allowed costs in the following rate yeats.

A. Except for purposes oî the computation ofthe efficierlcy incentive in approved State

plan amendment TN 99-10, Section I 1.045, item D, which described the rnethodology for computing

à nursi¡g facility's efficiency incentive for fates on or after July l, 1995, the operating cost lirnits in

Section 10.020, items A and B, and Section 16.1 38 do not apply.

B. Notwithstanding approved State plan amendment TN 99-10, Section I 1.045, item E,

subitem (2), which specified that the Nursing Home Market Basket forecasted index for allowable
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operating costs and per diems was based on the l2-month period between the midpoints of the two

rápoting years preceding the July l, 1995 rate year, the operating cost linits in Section 10.020, items

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

c. The high cost nursing fàcility limit in approved state plan amendment TN 99-10, section

I I .045, item B, which described how the high cost limit was determined fol the July 1, 1995 t'ate

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 allowable opelating cost per dietn lirnit, is modified as in

subitems (l ) to (3).

(l) Fot those nulsing facilities in each grouping whose case mix A operating cost per

diem is at or above the nredian plus 1.0 standard deviation ofthe array, the nufsing facility's
allowable operating cost per diem fof eaclr case mix category is limited to the lesser ofthe prior

reporting yéar,s allowable operating cost pel diems plus the inflation factor in approved State plan

amendmint TN 99- 10, Section 1 1 .045, ìtem E, subitem (2), which specified that the Nursing home

Mafket Basket forecasted index for allowable operating costs and per diems was based on the 12-

month period between tlie midpoints ofthe two repofting years preceding the July l, 1995 rate year,

or the current reporting year's colresponding allowable operating cost per dietn

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

diem ìs between .5 and 1.0 standard deviation above the nedian ofthe array, the nursing facility's

allowable operating cost per diem for each case mix category is limited to the lessel ofthe prior

repofting y;ar's allowable operating cost per diems plus the inflation factor in approved State plan

amendment TN 99-10, Section I1.045, item E, subitem (2), desclibed in subitem (l), above,

increased by one percentage poiÍìt, or the current repofting year's corlesponding allowable operating

cost per diern.

(3) For those nursing facilities irr each gt'ouping whose case mix A operating cost per

diem is equal to or below .5 standard deviation above the median ofthe an'ay, the nursing facility's

allowable operating cost per diem is limited to the lesser ofthe priol reporting yeat's allowable

operating cóst per diems plus the inflation factot in approved State plan amendment TN 99-

I ô, Section I I .045, iteur E, subitem (2), described in subitem ( I ), above, increased by two percentage

points, or the cunent repofting year's con'esponding allowable operating cost per diem'

E. A nursing facility licensed by tlìe State to provide services for the physically

handicapped shall be exempt from the cal.e related portion of the limit in approved state plan

amendmént TN 99-10, Section 11.045, item A, subitem (2), which described the allowable operating

cost per diem limit.
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F. Any r.eductions to the combined operating cost per diem shall be divided p|oportionally

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

G. Each nursiug facility's payment rate, except those nursing facilities whose payment rates

are established undet section 22.000, are increased by $.06 per lesident per day.

SECTION I L047 Changes to nursing facility reimbursement beginning July 1' 1997. The

nur.sing facility reimbursement changes in items A through L shall apply, in the sequence specified,

beginning July l, 1997.

A. For rate years beginning on July l, 1997 or July 1 , 1998, the nursing facility's allowable

operating per diem for each case mix category for each rate year shall be limited as described below.

For râte years beginning on July l, 1997 or July 1, 1998, nulsing facilities shall be

divided into two groups, freestanding and nonft'eestanding, within each geographic group. A
nonfreestanding nursing facility is a nursing facility whose other operating cost per diem is subject to

the limits contaiued in Sections 20.025,20.030, or 20.035. All other nursing facilities shall be

considered freestanding nulsing facilities. All nursing facilities in each grouping will be arfayed by

their allowable case mix A operating cost pel diem. In calculating a nursing facility's operating cost

per.diem for this purpose, the raw lood cost per diem lelated to providing special diets that are based

on religious beließ, as detennined in Section 8.020, item B, shall be excluded

For those nursing facilities in each grouping whose case mix A operatiÍìg cost per diem:

(a) is at or below the median ofthe arlay, the nulsing facility's allowable operating

cost per diem for each case mix categoÍy shall be limited to the lesser ofthe prior lepofting year's

allowable operating cost per diem by computing nursing facility payment fates based on the payment

rate methodology in effect on Marcl't 1,1996 (see apploved State plan amendment TN 99-10, Section

1 1.045), plus the inflation factol. as established in item D, subitem (2), inc|eased by two pefcentage

points, or the current reportilrg year's corresponding allowable operating cost per diem; or

(b) is above the median ofthe array, the nursing facility's allowable operating cost

per diem for each case mix category shall be limíted to the lesser ofthe prior reporting year's

allowable operating cost per diems by computing nursing facility payment rates based on the

payment rate metliodology in effect on March I , 1996 (see approved State plan amendment TN 99-

10, section I I .045) plus the inflation factor as established in item D, subitem (2), increased by one

percentage point, or the current reporting year's corresponding allowable ope|ating cost per diern.

(c) For the purposes ofthis item, ifa nursing facility repofts on its cost repoÉ a

reduction in cost due to a refund or ctedit for a rate yeaf beginning on or after July l, 1998' the

Department will increase that facility's spend-up limit fol the late year following the current rate year
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by the amount ofthe cost reduction divided by its resident days for the repofiing year pteceding the

rate year in which the adjustment is to be ntade.

B. For rate years beginning on July 1,1997orJuly l, 1998, the allowable opelatingcost

per diems for high cost nulsing facilities shall be limited as desclibed. After applícation ofthe limits

in item A to each nursing lacility's operating cost pel diems, numing facilities shall be divided into

two gl'oups, ft'eestanding or nonfreesianding, and arrayed within these groupings according to

allowable case mix A operating cost pel diems

In calculating a nursing facility's operating cost pel diem for this purpose, the raw foocl cost pet diem

r.elated to pr.oviding special diets that are based on teligious beliefs, as determined in Section 8.020,

item B, shall be excluded.

For those nursing facilities in each glouping whose case mix A operating cost per diems exceeds 1.0

standard deviation above the median, the allowable operating cost pet diems will be reduced by three

pertent. For those nursing facilities in each glouping whose case mix A operating cost pel diem

èxceeds 0.5 standard deviation above the median but is less than or equal to 1.0 standald above the

median, the allowable operating cost per diems will be feduced by two percent. However, in no case

shall a nursing facility's operating cost per diem be leduced below its grouping's limit established at

0.5 standatd deviations above the median.

C. Fol rate yeals begìnning on July l, 1997 or July 1, 1998, a nursing facility's efficiency

incentive shall be cletermined by first computing the allowable difference, which is the lesser of $4.50

or the amount by which the facility's othef opefating cost limit exceeds its nonadjusted other

operating cost per diem fot' that rate year. Then, tlie efficiency incentive is computed by:

( I ) Subtracting the allowable difference from $4.50 and dividirrg the lesult by $4.50;

(2)Multiplying 0.20 by the râtio resttlting fron subitem (l);

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

(4)Multiplying the result from subitern (3) times the allowable diffelence.

The nursing facility's efficiency incentive payrnent shall be the lessef of $2.25 or the product

obtained through calculations of subitems ( l) through (4)

D. For tate years beginning on July 1, 1997 or July 1, 1998, the forecasted price index for a

nursing facility's allowable operating cost per diems shall be determined under subitems (l) and (2)

using the change in the consumer Pr.ice Index - AII Items (United States city average) (cPI-u) as

forecasted by Data Resources, lnc. The indices as forecasted in the foul'th quarter ofthe calendar
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year preceding the rate year shall be used.

(l )The CPI-U forecasted index fol allowable operating cost per diems shall be based on

the 2l-month period from the midpoint ofthe nursing facility's reporting year to the midpoint ofthe
rate yeal following the teporting year.

(2) For late years beginning on July l, 1997 or July 1 , 1998, the forecasted index for
operating cost limits referred to in Section 10.0 10, item B, shall be based on the cPI-u for the l2-
month period between the midpoints ofthe two reporting years preceding the late year.

E. After applying these provisions lor the lespective mte years, allowable operating cost per

diems shall be indexed by the inflation factor provided for in item D, subitern (1), and the nursing

facility's efficiency incer.ìtive as calculated in item C shall be added.

F. Fol the râte years beginning on July l, 1997 , Iuly l, 1998, and July l, 1999, a nulsing

facility licensed for' 40 beds effective May I , 1992, with a subsequent inc¡ease of 20

Medicare/Medicaid certified becls, effective Janmry 26, 1993, in accordance with an increase in

licensure is exempt from Section I L046, items A to D, and Section I I .047, itelns A to D,

respectìve1y.

G. For the rate year beginning July I , 1997, for a nursing facility that submitted a proposal

after January 13,1994, involving replacement of 102 licensed and certified beds and relocation ofthe
existing first facility to a new location, that was approved under the State's moratorium exception

process, the operating cost payment rates for the new location shall be determined pursuant to

Section 12.000. The relocalion approved undel the State's molatorium exception process, and the

rate detel.mination allowed under this item must meet the cost neutlality requirements ofthe State's

moratorium exception process. Items A and B do not apply until the second rate year after the settle-

up cost report is filed. Notwithstanding Section 17.000, payments in Iieu ofreal estate taxes and

special assessments payable by the new location, a non profit corporation, as paft oftax increment

financing, shall be included in the payment rates determined under this section for all subsequent rate

years.

H. For the rate year beginning July l, 1997, for a nulsing facility licensed for 94 beds on

September. 30, 1 996 that applied in october 1993 for approval of â total replacement under the

Státe,s moratorium exception process and completed the approved replacement in June 1995, the

Department shall compute the payment rate with other operating cost spend-up limit under item A.

This amount is i¡creased by $3.98, and, after computing the facility's payment rate according to this

Section, the Depaftrnent shall make a one-year positive l'ate adjustment of $3.19 for operating costs

related to the newly constructed total replacelnent, without application of items A and B. The

facility,s per diem, befor.e the $3.19 adjustrnent, shall be used as the prior lepofting year's ¿llowable

operating cost per diem for payment rate calculation for the rate year beginning July I' 1998. A
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facility described in this item is exempt fiom item B for the rate years beginning July 1,1997 and

July I, 1998.

I. For the purpose ofapplying the limit in item A, a nursing facility in Kandiyohi County

licensed for 86 beds that was gl.anted hospital-attached status on December 1, 1994, shall have the

prior year's allowable care-related per diem increased 6y 53.207 and the prior year's other opelating

òost per diem increased by $4.771 befole adding the inflation in item D, subitem

(2), for the rate yeal beginning on July I, 1997 .

J. For.the purpose of applying the lim¡t sÍated in itern A, a 1 l7 bed nufsing facility located

in Pine county shall have the prior year's allowable other operating cost pel diem inc|eased by $1.50

before adding the inflation in item D, subitem (2), for the fate yea| beginning on July I,1997.

K. Fof the pufpose ofapplying the limit under. item A, a nursing facility located in Hibbing

licensed for 192 beds shall have the prior year'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 I , 1997.

L. A 49 bed nursing facility located in Not'man County destroyed by the spring floods of
1997 is eligible for total replacement. The nursing facility shall have its operating cost payment rates

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

section shall noiapply until afler the second rate yeal after the settle-up cost l epolt is filed. The

property-related payment rate is detennined pulsuant to Section 16.000, taking into account any

federal or state flood-related loans ot grants.

M. ( I ) After computing the payment rate of the 302 bed nursing facility in Section I I 046'

item H, the DepadÍìent múst tnake a one-year late adjustment of$8.62 to the facility's contract

payment rate for the rate effect ofopemting cost changes associated with the facility's 1994

downsizing project.

(2) The Department must also adcl 35 cenfs to the facility's base pfoperty related

payment rate for the rate effect of reclucing its licensed capacity to 290 beds from 302 beds and must

ädã 83 cents to the facility's real estate tax ând special assessment paylnent rate fo1'payments in lieu

ofreal estate taxes. The adj ustments in this subitem must remain in effect for the dutation ofthe
facility's corìtract.

SECTION I 1.048 Changes to nursing facility reimbursernent beginning July 1, 1998'

A. For the purpose of applying the l¡nit in Section I I .047, item A, a nursing facility in

Hennepin county licensed for 181 beds on Septernber' 30, I 996, has the príor year's allowable. care-

related per diem increased by $1.455 and the pfior year's other operating cost per diem increased by

$0.439 ùefore adding the inflation in Section 1 L047, item D, subitem (2), for the rate year beginning
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july l. 1998.

B. Fol. fhe purpose of applying the liÍìit in Section 11 047, iten A, a nursing facility in

Hennepin county liòensed lor l6l beds on Septernber 30, 1996, has the priol year's allowable care-

related per diem increased by $ I .1 54 and the pfior yeal 's othet ope|ating cost per diem increased by

g0.256 tefore adding the inflatio¡ in Section 1 1.047, item D, subitem (2), for the rate year beginning

July 1, 1998.

C. For the purpose of applying the limit in Section I 1 047, item A, a nursing facility in

Ramsey county Iicénséd for 176 beds on September 30, I 996, has the pt'ior year's allowable care-

r.elated per diein increased by $.083 and the priot year's other opelating cost per diem increased by

$0.272 Lefore adding the i¡flation in Section I 1.047, item D, subitem (2), for the rate year beginning

July l, 1998.

D. For the purpose of applying the lirnit in Section I I .047, iteln A, a nursing facility in

Bfown county licensed for 86 beds on september 30, 1996, has the prior year's allowable care-

related per diem increased by $0.850 and the prior yeal's other operating cost per diern inc|eased by

$0.275 
'befor.e 

adding the inflation in Section 1 1.047, item D, subitem (2), for the rate yeal beginning

July l, 1998.

E. Fof the rate year. beginning July 1 , 1998, the Department will compute the payment rate

for a nursing facility, which was licensed for 1 l0 beds on May 1, 1997, was granted approval in

January 1997 for.a replacement and Iemodeling project under the molatorium exception process and

compláted the approval rcplacelnent and r.emodeling project on May 14,1997, by increasing the

othei operating òost spend-up Iimit under item A by $'l.64. After computing the facility's payment

rate foithe rate year beginning July l, 1998, according to this section, the Depaltment will rnake a

one-year positive r.ate adjustment of $.48 for increased reâl estate taxes rcsulting from completion of
the moratorium exception project, without application of items A and B.

F. For the rate year beginning July I , 1998, the Depadment will cornpute the payment rate

for a nursing facility exempted frotÌ1the car€-relâted limits under Section 20.030, with a minimum of
three-quarteis of its beds licensed to plovide residential selvices for the physically handicapped, with

the care-related spend-up limit of Section I 1.047, itern A, increased by $13.21 fof the rate year

beginning July l, 1998, without application of Section ll1.047, item B. For rate years beginning on

o.ãfter luty i,ggg,tn" Department will exclude that amount in calculating the facility's operating

cost per diem for purposes ofapplying Section 1 1.047, item B

G. Fo,.the fate year.beginning July l, 1998, a nursing facility in canby, Minnesota, licensed

for 75 beds will be reimbursed without the limitâtion imposed in Section I 1.047, item A, and for rate

years beginning on or after. Jr"rly I , 1999, its base costs will be calculated on the basis of its September

30, 1997 cost repon.
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H. Effective July 1, 1998, the nursing facility reimbursement changes in subitems ( I ) and (2)

will apply in the sequence specified in this section

( I ) For late years beginning on July I , I 998, the operating cost limits established by

Section 10.020, item B, subitems ( I ) through (3); Section l6 l 3 8; and any previously effective

coffesponding limits in state law of fule do not apply, except that these cost Iimits will still be

calculated for purposes of determining efficiency incentive per diems in Section11.047, item D. For

rate years beginning on July l, 1998, the totâl operating cost payment rates for a nursing facility are

the gr.eater ofthe total operating cost paymenl t'ates determìned under this section or the total

opeiating cost payment rates in effect on June 30, 1998, subject to rate adjustments due to field audit

or rate appeal resolution.

(2) Fol rate years beginning on July I , 1998, the opelating cost per diem in Section

I 1 .047, item A, subitem ( I ), units (a) and (b), is the sum ofthe care-relatecl and other operating per

diems for a given case mix class. Any l.eductions to the combined operating per diem are divided
proportionally between the câre-related and other operating cost per diems.

L Fof râte years beginning on July l, 1998, the Deparlment will modifo the determination of
the spend-up lirnits in Section I 1.047, item A, by indexing each group's previous year's median

value by the factor in Section I I .0147, item D, subitem (2), plus one percentage point.

J. For rate years beginning on July I , 1998, the Department will rnodifr the detennination of
the high cost limits in Section I 1.047, item B, by indexing each groups previous year's high cost pet'

diem iimits at .5 and one standard deviations above the medìan by the lactol in Section 1 1.047, item

D, subitem (2), plus one percentage point.

SECTION 11.049 Changes to nursing facility reimbursement beginning July 1, 1999.

A. The base operating l'âte is tlie rate for the rate year beginning July I , 1998.

B. For the rate yea| beginning July 1, 1999, the Department will make an adjustment to the

total opel.ating payment rate for a nursing facility paid by the prospective rate-setting llethodology

described in sections 1.000 to 2l .000 or by the contråctual rate-setting methodology described in

section 22.000 that submits a plan, approved by the Department, in accordance with subitem (2).

Total operating costs will be separated into compensation-related costs and all other costs.

Compensation-related costs include salaries, payroll taxes, and fringe benefits for all employees

except management fees, the administrator, and centlal office stafl

(1) For the rate year beginning July 'l 
, 1999, the payment rate is increased by 4 843

percent of compensation-related costs and 3.446 percent ofall othel operating costs. A nursing
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facility's final 1998 Meclicare cost report wìll be used to calculate the adjustment.

(2) To receive the total operating payment rate adjustment, a nulsing facility rnust

apply to the Deparhxent. The application must contain a plan by which the nursing facility will
diitribute the compensalion-felated poltion ofthe payment rate adjustment to employees ofthe
nursing facility. For a nursing facility in which the employees are tept'esented by an exclusive

bargaining r.epresentative, an agleetnent negotiated and agreed to by the employer and the exclusive

bargaining representative constitutes the plan.

(a) The Depaftment will review the plan to ensure that the payment late

adjustment per diem is used as provided in subitem (l).

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

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

year by submitting a revised plan by December 3 l, 2000. lf a nursing facility's plan for'

compensation distribution is effective for its employees aftef July I ofthe year that the funds are

available, the payment rate adjustl'nent per dieÍì shall be effective the sanre date as its plan.

(3) The pâyment rate adjustment fol each nursing facility will be determined under

clauses (a) or' (b).

(a) For a nursing facility that reports salaries for tegistered nurses, licensed

pr.actical nurses, aides, orderlies, and attendants sepafately, the Department will determine the

payment r.ate adjustment using the categol ies Iisted above multiplied by the rate increases in subitem

(l;, and then dividing the resulting amount by the nursing facility's actual resident days ln
determining the amount ofa payment rate adjustment for a nursing facility paid undef Section

22.000, fhe Depaltment must determine the proportions ofthe nursing facility's lates that are

colnpensation-related costs and all other',operating costs based on its most l ecent cost lepolt; or

(b) For a nursing facility that does llot repod salaties for registered nurses,

licensed practical nurses, aides, orderlies, and attendants separately, the pâyment rate adjustment will
be cornputed using the nursing facility's total opelating costs, sepalated into the categories listed

above in proportion to the weighted average ofall nursing facilities determined under subitem (3),

clause (a), multiplied by the late increases ìn subitem (l), and then dividing the resulting amouut by

the nursing facility's actual resident days.

C. The salary adjustment per diem in Section I 1.070 became part ofthe operat¡ng payment

rate in effect on June 30, 2001.

D. For the rate year beginning July I , 1999, the following nursing facilities are allowed a

rate increase equal to 67 pelcent ofthe late increase that would be allowed if Section I 1.047, item A
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was not applied:

(l) A nur.sing facility in Carvel county licensed for 33 beds and four boarding care beds;

(2) A nursing facility in Fal ibault county licensed for I 59 beds on September 30, 1998;

and

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

These increases are included in each facility's total paynìent rates for the putpose of determining

future rates.

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

rate increase equal to 67 percent ofthe rate increase that would be allowed if Section I 1.047, items A

and B were not applied:

(l ) A nursing facility in Chisago county licensed for 135 beds on September 30, I 998;

and

(2) A nutsing facility in Mullay county licensed for' 62 beds on Septelnber 30, 1998'

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

future rates.

F. Fof the |ate year beginning July I , 1999, a nufsing facility in I'ìennepin county licensed

for 134 beds on September 30, I 998, will:

(1) Have the prior year's allowable care-related per diem increased by $3.93 and the

prior year,s other operating cost per diem increased by $ I .69 before add ing the inflation in Section

1 L047, item D, subitern (2): and

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

allowed ifsection I 1.04?, items A and B were not applied.

These increases are included in the facility's total payment rate for the purpose of determining futute

rates.

SECTION 11.050 Changes to nursing facility reimbursement beginning July 1' 2000.

A. The base oper aling rate is the rate for the rate yeal beginning July 1, 1998'
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B. For the rate year beginning July 1, 2000, the Depaftment will make an adjustment to the

total opemting payment rate for a nursing facility paid by the plospective late-setting lnethodology

described in sections 1.000 to 21.000 of by the contlactual Ìate-setting methodology described in

Section 22.000 that submits a plan, apploved by the Depaúment, in accordance wifh subitern (2).

The operating payment l.ate increases ar.e applied to each nursing facility's June 30, 2000, operating

payment rate.

Total operating costs will be sepal'ated into compensation-related costs and all other costs.

Cor.npensation-r.elated costs include salaries, payloll taxes, and fringe benefits for al1 employees

except management fees, the administrator, and central office staff

(l) For the rate year beginníng July 1, 2000, the payment rate is increased by:

(a) 3.632 percent of compensation-r'elated costs;

(b) an additional increase for each case mix payment mte thât must be used to

increase the per.-hour pay rate ofall employees except management fees, the administratot', and

centl.al office staff by an equal dollar amount and to pay associated costs for FICA, the Medicare tax,

workers, compensation premiums, and federal and state unemployment insurance, to be calculated

accolding to the following:

l. the Depaltment calculates the arithmetic tnean ofthe eleven June 30,

2000, operating rates for each nursing facility;

Z. fhe DepaÉment constructs an array ofnursing facilities from higliest

to lowest, accor.ding to the arithmetic mean calculated in clause l. A numerical rank is assigned to

each facility in the array. The facility with the highest mean is assigned a numerical rank ofone.

The facility with the lowest mean is assigned a numerical rank equal to the total number ofnursing

facilities in the array. All other facilities are assigned a numerical rank in accotdance with tlieir
position in the array;

3. the amount ofthe additional rate increase is $1.00 plus an amount

equal to $3.1 3 nrultiplied by the ratio of the facility's numeric rank divided by the number of
facilities in the array; and

(c) 2.5S5 percent ofall other opetating costs. A nursing facility's final
1999 Medicare cost report will be used to calculate the adjustment.

Money received by a nursing facility as a result ofthe incrcase provided by (b), above, must be used

only for wage increases implemented on ol aftet July l, 2000, and must not be used for wage

íncreases implemented before then.
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(2) To receive the total operating payment rate adjustlnent, a nursing facility must

apply to the Depaftment. The application must contâin a plan by wliich the nursing facility will
disfibute the compensation-telated portion of the payment rate adjustment to employees of the

nursing facility. For a nursing facility in which the enlployees are represented by an exclusive

bargainirrg representative, an agreement negotiated and agreed to by the employer and the exclusive

bargaining representative constitutes the plan, but only ifthe agreement is finalized aftel May l6'
2000.

(a) The Depallment will review the plan to ensure that the payment rate

adjustment per diem is used as provided in subitem (l).

(b) To be eligible, a nursing facility must submit its plan for the coffrpensation

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

year by submitting a levised plan by December 31, 2000. Ìfa nursing facility's plan for'

comp"nrution distribution is effectíve for its employees after July 1 ofthe year that the funds are

avaiiable, the payment rate adjustment per diem shall be effective the same date as ìts plan.

(3) The payment rate adjustment for each nursing facility will be determined undet'

clauses (a) or (b).

(a) For a nursing facility that repofts salaries for registered nurses, licensed

practical nurses, aides, order.lies, and attendants separately, the Departrrent will determine the

payment rate adjustment using the categolies Iisted above multiplied by the rate incleases in subitem

(l ), and then dividing the rcsulting amount by the nursing facility's actual resident days ln
deter.mining the amount of â payment rate adjustment for a nursing facility paid under Section

22.000, the Department must detefmine the proportions ofthe nursing lacility's rates that are

compensation-related costs and all other opel ating costs based on its most l€cent cost repol't; oI

(b) Fol a nulsing facility that does not report salaries for registered nurses,

licensed practical nurses, aides, orderlies, and attendants separately, the payment rate adjustment will
be compùted using the nursing facility's total opet'ating cosfs, separated into the categories listed

above iir proportión to the weighted average ofall nursing facilities determined under subitem (3),

clause (aj, multiplied by the râte increâses in subitem (1), and then dividing the resulting amount by

the nur.sing facility's actual residerrt days.

c. The salary adjustment pef diem in section I I .070 became part ofthe operating payment

rate in ellecl on June 10. 2001 .

D. Fof rate yeal.s beginning on or after July I , 2000, a nursing facility in Goodhue county

that was licensed for 104 beds on Febluaty l, 2000, shall have its employee pension benefit costs

reported on its Rule 50 cost repoft tl eated as PERA colltt'ibutions for the purpose of computing its
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paylnent rates.

E. Following the determination under item B, a facility in Roseau county licensed lor 49

beds, has its operating cost per dietn increased by the following arnounts:

(1) case mix class A, $1.97;

(2) case mix class B, $2.1 I ;

(3) case mix class C, $2.2ó;

(4) case mix class D, fi2.39;

(5 case mix class E, $2.54;

(6) case mix class F, $2.55;

(7) case mix class G, $2.66;

(8) case mix class H, $2.90;

(9) case mix class [, $2.97;

( l0) case mix class J, $3.10; and

(11) case mix class K, $3.36.

These increases are included in the facility's total paymel'ìt rates for the purpose of determining futute

rates.

SECTION I I .051 Changes to nursing fâcility reimbursement beginning July I 
' 

2001.

A. For the rate year beginning July l, 2001, the Department wíll provide an adjustment

equal to 3.0 percetìt ofthe total operating payment rate. The opelating payment rates in effect on

June 30, 2001 include the adjustment in Section 1 1.070

B. For rate years beginning on ol afiel July l, 2001 and for admissions occurting

on or after July l, 2001, the total payment rate fol the first 90 paid days after admission is:

(l) fol the first 30 paid days, 120 percent ofthe facility's medical

assistance rate for each case mix class; and
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(2) for the next 60 paid days after the firsf 30 paid days, I l0
percent ofthe facility's medical assistance rate for each case mix class'

C. Fol rate years beginning on or after July 1, 2001 and fol admissions occurring

on or after July 1,2001, beginning with the 91"'paid day afler admissìon, the payment l'ate is the rate

othelwise determined under this Attachment.

D. Payments under item B apply to admissions occut't ing on or aftel July l. 2001 , and

befote July 1,2003, and to resident days occurring before July 30' 2003 '

E. For the rate year beginning July 1,2001, the Depattment will adjust the

operating payrnent rates fol. Iow-rate facilitìes. Fot each case mix level, ifthe amount computed

un¿er item À is less than the amount ofthe operating payment rate target level for July I , 2001,

below, the Department will lnake available the lesser ofthe amount ofthe operating payment rate

tar.get level foiJulyt,200l,oranincreaseoftenpercentovertherateineffectonJune30,200l,as
anãdjustment to the opelating payment late. Forthe purposes ofthis item, facilities are considered

metró ifthey are located in Anoka, Carver, Dakota, Hennepin, Olmsted, Ramsey, Scott' or

'Washington counties; or in the cities of Moothead or Bfekenridge; or in St. Louis county, nofth of
Toivola-and south ofCook; or in ltasca county, east ofa north south Iine two miles west ofGrand

Rapids.

Operâting Payment Rate Target Level for July 1' 2001

Case Mix Classification Metro
$76.00
$83.40
$91.67
$99.s 1

$ 107.46
$ r 07.96
9114.67
st26.99
$131.34
$138.34
st52.26

Nonrnetro
$68.l3
$74.46
$81 .63

$88.04
$94.87
$9s.29
$100.98
$111.31
$l15.06
$ 120.8s
$ l 33.10

B
C
D
E
F
G
H
I
J

K

E. For the rate year beginning July I , 2001' two-thirds of the money resulting ftom the

rate adjustment under item A, and one-halfofthe money resulting from the rate adjustment under

items B through D, must be used to increase the wages and benefits and pay associated costs of all

employees except management fees, tlìe administlator, and centt'al offìce staff
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(l) Money received by a facility resulting flom the rate adjustments under

items A thr.ough D must be used only fol wage and benefit increases ilnplernented on or aíter July l,
2001.

(2) A facility rnay apply for the portigns ofthe rate adjustments under this item'

The application must be made to the Depaftment and contain a plan by which the facility will
distribute the funds to its employees. For a facility in which the elnployees are l€plesented by an

exclusive bargainìng l€pl€sentative, an agreement negotiated and agreed to by the employer and the

exclusive bar.gaining representative constitutes the plan, ifthe agreement is finalized after June 30,

2001 .

(a) The Depaltment wìll review the plan to ensure that the rate

adjustments are used as required in this itern.

(b) To be eligible. a facilily must subrnil ils plan lor the wage and benelìt

distribution by December 31,2001. Ilafacility's plan for wage and benefit distribution is effective

for its employees after. July l, 2001, the poftion ofthe mte adjuslments afe effective the same date as

its plan.

(3) A hospital-attached facility l'nay include costs in its distribution plan for

wages and benefits and associated costs of ernployees in fhat organization's shared services

departments, pr.ovided that the facilìty and the hospital share common ownership and adjustments for

hoipital services using the diagnostic-related grouping payment mtes per admission under Medicare

are iess than three percent during the l2 months before July l, 2001 . If a hospital-attached facility

meets these qualifications, the diffel€nce between the rate adjustments approved for nursing facility

services a¡d ihe rate increase approved for hospital services may be permitted as a distribution in the

hospital-attached facility's plan regardless ofwhether the use ofthe funds is shown as being

attributable to employee hours wolked in the facility or employee hours worked in the hospital.

F. Notwithstanding Sections L020 and I 8.020, upon the request of a facility, the

Department may author.ize the facility to raise per diem rates for plivate-pay residents on July 1 by

theamount anticipated to be required upon implementation ofthe rate adjustments allowable under

iterns A through D. Until the rate is finalized, the Department will require any amounts collected,

which must be used as ptovided in this item, to be placed in an escrow account established for this

pur.pose with a financial institution that provides deposit insurance. The Department shall conduct

audits as necessary lo ensure that:

(l) the amounts collected are retained in escrow until rales are increased to reflect

the wage-related adjustment; and

(2) any amounts collected from privâte-pay rcsideuts in excess ofthe final rate
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are repaid to the plivate-pay residents with intel'est.

G. For rate years beginning on or aftet' July l, 2001 , in calculating a facility's operating

cost per diem fot the purposes ofconstructing an ar Iay, determining a median, or otherwise

perfórming a statistical measure of fâcility payment rates to be used to determine future rate

in"r"ur"., il.r" Department will exclude adjustments for raw food costs under Section 8.020, item B,

that ar€ relâted to provicling special diets based on religious beliefs

SECTION I I .052 Changes to nursing facility reimbursement beginning July 1' 2002.

A. For the late year beginning July 1,2002,|he Department will provide an adjustment

equal to 3.0 pelcent of tlìe totâl opemting payment rate. The operating payment rates ill effect on

June 30, 2001 include the adjustment in Section I 1.070.

B. Fol the rate year beginning July 1,2002,the Depaftlnent will adjust the operating

payment rates for low-rate facilities. Fot'each case mix level, if the amount computed under item A
is iess thari the amount ofthe operating payment rate tafget level for July l, 2002, below, the

Department will make available the lesser of the operating payment rate fal'get level for July I ,2002,
or àn increase often percent over the rate in effect on June 30, 2002, as an adjustment to the

operating payment rate. For the purposes ofthis item, facilities are considered metro ifthey meet the

requirements in Section I I .051 , item D.

Operating Payment Rate Target Level for July I' 2002

Case Mix Classification Metro
$78.28
$85.91
s94.42
$ 102.50

$l10.68
$l l 1.20

$l 18.1 I

$130.80
$ 135.3 8

$142.49
$ 156.85

Nonmetro
$70.51

s77.16
s84.62
$91.42
$98.40
$98.84
$104.77
$l r5.64
$1 19.s0
$r 2s.38
$137 .77

A
B
C
D
E
F
G
H
I
J

K

C. For the late year beginning July 1 , 2002, two-thirds of the money resulting from the

rate adjusûneut under item A, and one-halfofthe money resulting ft'om the râte adjustment under

Sectio; I I .051 , items B and C and item B of this Section, must be used to increase the wages and
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benefits and pay associated costs of all ernployees except management fees, the administratot', and

central ol'fice sta ff.

(l) Money teceived by a facility resulting from the rate adjustments under

item A, Section I I .051 , itelns B and C aud item B ofthis Section must be used only fol wage and

benefit increases implemented on or after July l, 2002.

(Z) A facility rrray apply fol the poÉions ofthe rate adjustments under this item'

The application must be made to the Depaftment and contain a plan by which the facility will
distLibute the funds to its employees. Fo[ a facility in which the employees afe feplesented by an

exclusive bargaining representative, an agl€ement negotiated and agreed to by the employe| and the

exclusive bar.gaining representative constitutes the plan, ifthe agreement is finalized after the date of
enactment ofall incLeases lor the rate year'

(a) The Depaltment will review the plan to ensure that the rate

adjustfiìents are used as required in this ìtem

(b) To be eligible, a facility must submit its plan for the wage and benefit

distribution by December 31, 2002. I1 a lacilify 's plan for wage and benefit distribution is effective

for its employees after July 1,2002,the portion ofthe rate adjustments are effect¡ve the same date as

its plan.

(3) A hospital-attached facility may include costs in its diÀtribution plan for

wages and benefits and associated costs ofemployees in that organization's shared services

depãftments, provided that the facility and the hospital shâre common ownership and adjustments for

hoipital services using the diagnostic-related grouping payment l'ates per admission under Medicare

are iess than three percent during the I 2 months before July I , 2002. If a hospital-attached facility

fireets these qualifiòations, the difference between the rate adjustments approved for nursing facility

services and ihe r.ate increase approved fol hospital services may be perm;tted as a distribution in the

hospital-attached facility's plan regardless ofwhether the use of the funds is shown as being

attributable to employee hours worked in the facility or employee hours worked in the hospital.

D. Notwithstanding Sections I .020 and 18 020, upon the request of a facility, the

Depaftment may authorize the facility to raise per diem rates fof pl'ivate-pay residents on July 1 by

theamount anticipated to be required upon implemeúation ofthe rate adjustments alÌowable under

item A, section I 1.051, items B and c, and item B ofthis section. until the rate is finalized, the

Department will require any amounts collected, which must be used as pt'ovided in this item, to be

plated in au escrow account established for this purpose with a financial institution that provides

àeposit insurance. The Department shall conduct audits as necessaly to ensure that:

(l) the amounts collected are retained in escrow until rates are increased to rcflect
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the wage-relâted adjusûnent; and

(2) any amounts collected from private-pay residents in excess ofthe final rate

are repaid to the private-pay residents with interest.

E. Each facility paid pursuant to Sections 1 .000 thl ough 22.000 receives an

increase in each case mix paynent rate of $ I .25, which is added following the detel mination of the

payment rate lor the facility. This increase is not subject to any annual percentage increase.

SECTION 11.053 Chânges to nursing facility reimbursement beginning June 1' 2003.

Each facility paid pursuant to Sections 1.000 through 21.000 receives an increase in each case mix
payment rafe of$5.56, which is added following the detelmination ofthe payment late for the

iacility. This increase is not subject to any annual percentage increase. For facilìfies with board and

care beds, the increase is equal to $5.56 multiplied by the latio ofthe number ofnursing honie beds

to the number of total beds.

SECTION 1 1 .054 Changes to nursing facility reimbursement beginning July 1' 2003.

A. For rate years beginning on ol'afier July l, 2003 and for admissions occul't'ing on or

after July 1, 2003, the total payment rate is:

(l) for the first 30 calendar days after admission, 120 percent ofthe
facility's rnedical assistance late for each RUG class; and

(2) beginning with the 31"t calendat day after admission, the rate otherwise

determined under Sections 1.000 through 21.000.

B. For rate years beginning on or after July l, 2003, facilities' July I operating payment rate is

equal to their operating payment rate in effect on the prior June 30.

SECTION 1L055 Changes to nursing facility reimbursement beginning January 1, 2004.

Effective January l, 2004, the rates under Section I 1 .054, item A, subitem ( I ) are not allowed if a
resident has lesided during the previous 30 calendar days in:

(1) the same facility;

(2) a facility owned or opelated by a related party; ot'

(3) a facility or part ofa facility that closed or, effective August 1,2004,
was in the process of closing.
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SECTION I 1.056 Changes to nursing facility reimbursement beginning July 1' 2005.

A. Medical Assistance provides fol an additional annual payment fol': I ) State Fiscal
year 2006 (July l, 2005 through June 30, 2006), which includes a Depâftment payment made fol thal

state fiscal year 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 Department payment made

for that state fiscal year and distr.ibuted by a sponsoring institution prior to October 1 ,2007, to

Medical Assistance-enrolled teaching nursing facilities. The Medical Assistance payment is

increased accot'ding to the sum of items A through C:

(1) (Total atnount available for this purpose in the Minnesota Medical Education and

Research Tt'ust Fund, minus $4,850,000, divided by the state matching rate), multiplied by .9,

multiplied by .67, multiplied by [(the number offull-tifire equivalent trainees at the lacility multiplied

by thè average cost per trainee for all sites) divided by (the totâl training costs across all sites)1, fot'

each iype of graduate trainee at the clinical site.

(2) (Total amount available for this purpose in the M¡nnesota Medical Education and

Research Trust Fund, minus $4,850,000, clivided by the state nìatching rate), multiplied by .9'

multiplied by .33, nrultiplied by the ratio oflhe facility's public program revenue to the public

program revenue fot all teaching sites.

(3) (A portion ofthe totâl amount available for this puipose in the Minnesota

Medical Education and Research Trust Fund minus $4,850,000), divided by the state matching

rate, multiplied by .10, lfrultiplied by the provider's sponsoring institution's ratio ofthe amounts

in subitems (l ) and (2) to the total dollars available under subitems (l ) and (2), in the amount the

sponsoring institution determines is necessary to offset clinical costs at the facility.

In accordance with code of Feder.al Regulations, title 42, seclion 447 .253(bX2), this payment will
not exceed the Medicare upper limit payment and charge lirnits as specified in Code of Federal

Regulations, title 4, section 447 .272.

B. Pursuant to subitems (l) through (3), the operating payment rate fol each facility paid

pursuant to sections 1.000 through 21 .000 is increased by 20 percent multipliecì by the ratio ofthe
number ofnew single-bed rooms created, divided by the number ofactive beds on July 1, 2005, for
each bed closure lesulting in the creation of a single-bed loom aftel July 1, 2005.

(l) The Depaltment lnay implernent rate adjustrnents for up to 3,000 new single-bed

rooms each fiscal year.

(2) For eligible bed closures for which the Depattment receives a notice from a facility
during a calenclar quafier tltat a bed has been delicensed and a new single-bed room has been
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established, the rate adjustment is effective on the first day ofthe second month followìng that

calendar quarter. Fol single-bed rooms established after August 1,2017 , the tate adjustment is

effective on the first day ofthe month ofJanuary o[ July, whichever occurs 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 fr orn discharging fesidents fol purposes ofestablisliing single-

bed rooms. A facility must subn.rit documentation to the Department ceftifying the occupancy status

of beds closed to create single-bed rooms.

SECTION I 1.057 Changes to nursing fâcility reimbursement beginning October l' 2005.

A. For the rate period beginning October l, 2005, eaclr facility paid pursuant to Sections 1 .000

thr.ough 2'1.000 receives an adjustrnent equal to 2.2553 percent ofthe total opelating payment rate.

The adjustment is distributed according to iterns B through D, below.

B. Except as provided in item C, 75% ofthe rnoney resulting ftom the rate adjustment must be

used to inc¡ease employee wages, benefits and associated costs and must be implemented on or after

the effective date ofthe rate increase. "Employee" does not include lnanagement fees, the

administrator, and ceÍìtl'al office staff.

C. A facility that incurred costs for employee wages, benefits and associated cost increases first
provided after July 1, 2003 may count those costs toward the amount required to be spent on the

items in item B. These costs must be lepolted to the Depaftment.

D. A facility may apply for the 75Yo poltion ofthe rate adjustment for ernployee wages, benefits

and associated costs. The application must be made to the Department and contain a plan by which

the facility will distribute the funds accolding to items B tlìrough C. For a facility in which the

employees are represented by an exclusive bargaining representative, an agleement negotiated and

agreed to by the employer and the exclusive bargaining representative constitutes the plan, if the

agr€ement is finalized after that date of enactrnent of all incl eases for the rate peliod ancl signed by

both parties priot to submission to tlie Depaltment.

( 1) The Depaúment will leview the plan to ensure that the rate adjustments are used as

required in items B through C.

(2) To be eligible, a facility must submit ifs distribution plan by March 3 1, 2006. lf a

facility's distribution plan is effective after the first day ofthe applicable rate peliod that the funds

are available, the rate adjustments are effective the same day as the facility's plan.

(3) The Department must approve or disapprove distribution plans on or before June 30,

2006.
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SECTION I 1.058 Changes to nursing facility reimbursement beginning October 1,2006.

Effective October. l, 2006, a facility that elects to have its rates determined under sections I .000

thr.ough 2l.000 ofAttachÍrent 4.19-D will continue to be paid the Ìate in effect for rate year October

1,2005 through September 30, 2006.

SECTION 11.060 Total operating cost payment rate. Through June 30, 1999, the nursing

facility's total operating cost paylnent rate must be the sum ofthe adjusted prospective case mix and

other. òare-related payment rate determined in Section I 1,020 and the adjusted other operating cost

payment rate determined in Section 11 040

SECTION I L070 Salary adjustment per diem, Elfective July 1, 1998, the Department shall make

available the appr.opr.iate salary adjustnrent per diem calculated in item A through D to tbe total

operating cost payment rate ofeaclì nursing facility subject to payment under this attachment,

including section 22.000. The salary adjustment per diem for each nursing facility must be

determined as follows:

A. For each nursing facility that reports salalies for registeLed nurses, licensed practical nut'ses,

and aides, or.derlies and attendânts sepalately, the Depaltmenl shall determine the salary adjustment

per diern by multiplying the total salaries, payloll taxes, and fringe benefits allowed in each opelating

cost categoly, except managen'ìent fees and administrator and central office salaries and the related

payroll táxes ancl fringe be'efits, by 3.0 percent and then dividing the resulting amount by the

nursing facility's actual resident days.

B. For each nursing facility tlrat does not report salaries for registered nurses, licensed practical

nurses, aides, orderlies, and attendants separately, the salary adjustment per diern is the weighted

average salary adjustment per dienr increase determined under item A.

C. A nursíng facility may apply for the salary âdjustment per diem calculated under items A and

B. The application must be made to the Depaltment and contain a plan by which the facility will
distributetlìe salary adjustment to employees of tlre facility. In order to apply for a salary

adjustment, a facility reimbursed pursuant to Section 22.000 must report the information required by

itelns A or B i¡ the application, in the manner specifred by the Department. For facilities in which

the employees are r"piesented by an exclusive bargaining representative, an agreement negotiâted

and agieed to by the employer and the exclusive balgaining representative, after July 1, 1998, may

constitute the plan for the salay distl ibution. The Depadment will review the plan to ensure that the

salary adjustment per.diem is used solely to increase the compensation of facility employees. To be

eligìble, a facility must submit its plan for the salary distl'ibution by December 3l , 1 998. If a

facility's plan lor salary distribution is effective for its employees after July l, 1998, the salary

adjustment cost per diem is effective the same date as its plan.
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D. Additional costs incur.r'ed by facilities as a fesult of this salary adj ustment are not allowable

costs for purposes ofthe September 30, 1998 cost tepom.

SECTION 12.OO() DETERMINATION OF INTERIM AND SDTTLE-UP OPERATING COST

PAYMENT RATES

SECTION 12.010 conditions. To receive an interim payment late, a nursing facility must comply

with the requireÍrents and is subject to the conditions in Section 16.140, itenrs A to c. The

Departmeni shall detett¡ine interim and settle-up operating cost pâyment mtes for a newly

constructed nur.sing facility, or one with an iucrease in licensed capacity of 50 percent or more

accolding to Sections 12.020 and 12.030.

SECTION 12.020 Interim operating cost payment rate. Notwithstanding sections 8.000 through

I1.000 that were effective until July l, 1999 (of section 8.010 that was effective until July 1,2001),

for the rate yeaf or portion of an interim period beginning on or aftel July I , I 987, the interim total

operating cóst payrirent rate must be determined according to Sections 1.000 to 15.000, except that:

A. The nursing facility nust ploject its anticipated resident days for each resident class. The

anticipated resideni days for each resident class must be multiplied by the weight for that resident

class às listed in Section 13.000 to determine the anticipated standardized resident days lor the

rcporting period.

B. The Depaftment shall use anticipated standardized resident days in determining the allowable

historical case mix operating cost standaldized per diem.

C. The Department shall use the anticipated resident days in determining both the allowable

historical othei care-related operating cost per diem and tlre allowable histolical other operating cost

pel diem.

D. The annual adjustment factor.s detennined in section 10.010, must notbe applied tothe
nursing facility's allowable histor.ical per diems as provided in Sections I L020 and I1.040.

E. The efficiency incentive in Section I 1.040, items A or B, must not apply

sECTION 12.030 Settle-up operating cost payment rate. The settle-up total opefating cost

payment rate must be determined according to items A to C.

A. The settle-up opel ating cost payment rate for interim per iods before July l, 1987, is subject to

the rule parts that were in effect during the interim period

B. To determine the settle-up operating cost payment rate for interim periods or the pofiion ofan
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intelin.r period occurting after July l, 1987, subiterns (l) to (7) must be applied.

(l) The standardized resident days as determined in Section 9.020 rnust be used for the

interirn period.

(2) The Department shall use the standardized fesident days in subitem (l) in determining the

allowable historical case mix operating cost standadized per diem.

(3) The Depaúnent shall use the actual resident days in determining both the allowable

historicâl other carè-related operating cost per diem and the allowable historical other operating cost

pel diem.

(4) The annual adjusûnent factors determined in Section 10.010 must not be applied to tlie

nursing facility's allowable historical per diems.

(5) The effioiency incentive in Section 11 040, items A or B, must not apply

C. For the nine-month period following the settle-up Ieporting period, the total operating cost

payment rate must be deterrníned according to item B except that the efficiency incentive as

computed in Section I 1.040, item A or B, applies.

D. The total operating cost payment fate for the rate year beginning July I following the nine-

month period in itenr C must be determined under Sections 6.000 to 16.090'

E. A newly-coristt'ucted nr:rsing facility o[ one with an increase in licensed capacity of 50

percent or more must contìnue to receive the interim total operating cost payment rate until the settle-

up total operating cost payment rate is determined under this subpafi.

SECTION 14.OOO RESIDENT CLASStrS, CLASS WEIGHTS AND RESIDENT
ASSESSMENT SCHDDULES.

SECTION 14.010 Resident classes A. Effective January 1,2012, resident classifications are based

on the Minimum Data Set (MDS), version 3.0 assessment instrument, or its successor, mandated by

the Centers for Medicare & Medicaid Services. The Department of Health establishes resident classes

according to the 48-group, Resource Utilization Group, version IV (RUG IV) model. [n addition to

the 48-group RUGJV classes, there are penalty and default classes. Resident classes are established

based on thà individual items on the MDS and rnust be completed accolding to the facility manual for

case mix classification issued by the Depaftment of Health.

B. Each resident lnust be classified based on the infolmatioll from the MDS according to general

domains as defined in the facility manual for case mix classification issued by the Depaltment of
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Health.

SECTION 14.020 Class weights. The Department assigns a ca,se mix index to each resident class

based on the Center.s for Medical'e & Medicaid Services' staff time measurement study. An index

maximization apptoach is used to classifl'' residents. Residents are classified into the class for which

they qualify that hàs the highest case mix value.

A. The Departrnent assigns case mix indices to each t'esident class accolding to subitems (l)
to (50).

(l)

?t
(3)

(4)

(s)

(6)

(7)

(8)

(e)

( l0)

(11)

(t2)

(13)

( l4)

Class ES3, 3.00;

Class ES2, 2.23;

Class ESI ,2.22;

Class RAE, 1.65;

Class RAD, 1.58;

Clas RAC, 1.36;

Class RAB, I .10;

Class RAA, 0.82;

Class HE2, 1.88;

Class HEl, 1.47;

Class HD2, L69;

Class HDl, 1.33;

Class HC2, I .57;

Class HCl, 1.23;
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(l s)

(16)

(17)

(18)

(le)

(20)

(21)

(22)

(23)

(24)

(zs)

(26)

(27)

(28)

(ze)

(30)

(31)

Class HB2, 1.55;

Class HBl, L22;

Class LE2, l.6l;

Class LEl,l.26;

Class LD2, 1.54;

Class LDl, 1.21;

Class LC2, 1.30;

Class LC1, 1.02;

Class LB2, 1.21;

Class LBl, 0.95;

Class CE2, l 39;

Class CEl, 1.25;

Class CD2, 1.29:

Class CDl, I .15;

Class CC2, '1.08;

Class CC1,0.96;

Class CB2, 0.95;
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(32)

(33)

(34)

(3s)

(36)

(37)

(38)

(3e)

(40)

(41)

(42)

(43)

(44)

(4s)

(46)

(47)

(48)

(4e)

Class CB l, 0.85;

Class CA2, 0.73;

Class CAl, 0.65;

Class BB2, 0.81;

Class BB l, 0.75;

Class BA2, 0.58;

Class BAl, 0.53;

Class PE2; L25;

Class PEl, 1.17;

Class PD2, 1.15;

Class PDl, 1.06;

Class PC2, 0.91 ;

Class PC1,0.85;

Class PB2, 0.70;

Class P81,0.65;

Class PA2, 0.49;

Class PAl,0.45;

Class AAA, 0.45 (penalty);
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(50) Class DDF, 1.00 (default).

SECTION 14.030 Resident assessment schedule' Nursing facilities must conduct and

electronically submit to the Depaúment of I lealth case mix assessments that confolm to the

assessment ichedule defined in Code ofFederal Regulations, titìe 42, section 483.20, and published

by the Centers for Medicare & Medicaicl Services in the Long Term Care Assessnìent lnstrument

Ùser's Manual, version 3.0, and updates when issued lry the centers for Medicare and Medicaid

Services. The Depadment of Health may substitute successor CenteIS for Medicare & Medicaid

Services' manuali ol question and answer documents to replace or supplement the culrent version of
the manuâl or document.

A. The case mix assessments used for Minnesota's case mix classifications are:

(l) New admissìon assessments, which must be completed by day l4 following

admission;

(2) Annual assessments, which must be completed withirr 366 days ofthe last

comprehens ive assessment;

(3) Significant change assessments, which must be completed within 14 days ofthe
identification of a significant change; and

(4) Qualterly assessments, which must be completed following new admission

assessments, annual assessments, and signifícant change assessments (ifsignificant change

assessments have been made). Each quarterly assessment must be completed within 92 days ofthe
previous assessment.

B. (l) A facility must submit to the Deparbnent of Health an initial admission

assessment for all residents who stay in the facility less than l4 days

(2) Notwithstanding subitem (1), in lieu of submitting an initial admission

assessment, a facility rnay elect to accept a default rate with a case mix index of 1.0 lor a1l facility

residents who stay less than l4 days. Residents with a stay ofless than 14 days wlio are adl¡itted to a

nursing facility tl, at nrakes this election for all stays of less than 14 days will be assigned a RUG case

mix classification code of DDF.

(3) Nursing facilities must elect one ofthe options in subitems (1) and (2) with the

Depaftment of Health on an annual basis. The election will be effective on the following July 1.
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C. Residents who are admitted and readmitted and leave the facility on a frequent basis and

for whom readmission is expected rnay be discharged on an extended leave status. This status does

not requir.e r.eassessment each time the resident returns to the facility unless a significant change in

the resìdent's status has occurred since the last assessment. The case mix classification for these

residents is detennined by the facility election made in item B.

D. (l) A facility that fails to complete or submit an assessment for a RUG-IV

classification within seven days ofthe time lequil€ments according to the schedule in item A is

subject to a reduced r.ate for that resident. The lesident for whom the facility failed to colrìplete ol'

submit an assessment within the time required will be assigned a RUG case mix classification code

AAA. The reduced rate is the lowest rate for that facility. The reduced rate is effective on the day of
adtnission for new admission assessments or on the day that the assessment was due for all other

assessments and continues in effect until the first dây ofthe month following the date of submissìon

of the resident's assessment.

(2) If loss of levenue due to penalties incurred by a facility for arry period of 92 days

are equal to or greater tlìan 1.0 percent ofthe total operating costs on the facility's most lecent annual

statisiical and cost repoÉ, a facility may apply to the Comnissioner of Human Sel'vices for a

reduction in the total penalty anìount. Effective August 1,2017, a facility may apply to the

Commissioner for a reducfion in the penalty amount if loss ofrevenue is equal to or greater than .l
percent oftotal operating costs. The Commissioner ofHuman Services, in consultation witli the

bommissioner oiHealth, may, at the sole discretion of the Commissioner of Hulnan Selvices, limit

the penalty for rcsidents covered by medical assistance to 15 days. Effective August 1,2017 , fhe

Commissionel may limit the penalty to l0 days.

E. Resident ¡eirnbursement classifications \ryill be effective:

( I ) The day of admission fot' new admission assessments'

(2) The assessment reference date, which is the last day ofthe MDS observation

peliod, for significant change assessments.

(3) The first day ofthe month following the assessment reference date for annual

and quarterlY assessments

SECTION 14.040 Rate determination upon transition to RUG-IV payment râtes

A. Effective January 1,2012, the Depaltment determines payment rates using the

RUGS-ìV based payment model in a facility-specific, budget-neutral manner. To transition from the
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cun'ent calculation methodology to the RUG-lV-based r.nethodology nursing facilìties repolted

to the DepartÍì:ìent the private pay and Medicaid resident days classified unde¡ both RUG-Itl and

RUG-IV ior the six-month reporting period ending J une 30, 201 I . This leport was submitted to

the Depaftment, in a form prescribed by the Department, by August 15,2011. The Department

used this data to compute the standardized days for the RUG-Ill and RUG-lv classification

systems.

B. The Department determines the case mix adjusted component for the rate for services

on or after January 1,2012, as follows:

(l) using the September 30,2010, cost report, detelmine the case mix portion of

the operating cost for each facility;

(2) multiply the 36 operating payment rates in effect on December 31 ,201I ' 
by

the number of private pay and Medicaid resident days assigned to each group fof the repolting

period ending June 30,2011, and compute the total;

(3) compute the product ofthe amounts il'l clauses (1) and (2);

(4) determine the private pay and Medicaid RUG standardized days for the

lepofting per.iod ending June 30, 2011, 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), which

shall be the default rate (DDF) unadjusted case mix colnponent of the |ate undel the RUG-IV

melhod: and

(6) determine the case mix adjusted component of each operating rate by

multiplying the default rate (DDF) unadjusted case mix component by the case mix weight in

section 14.020, item A. for each RUG-IV group.

C. The noncase mix componenfs were allocated to each RUG group as a constant

amount to determine the ope|ating payment rate.

SECTION 15.OOO RESIDENT ASSESSMENT
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SECTION 15.010 Assessment of nursing facility applicants and newly admitted residents' Each

rrursing facility applicant or newly admitted resident must be assessed fol the purpose of determining

the applicant's or newly adlnitted lesident's case mix class.

A. The county long-ternr cal.e consultation team or hospital screening team under contract

with the county must assess all nursing facility applicants fot'whom preadmission screening is

requir.ed and any applicant for whorn a preadmission screening is not required but who voluntarily

requests such a scteenitrg.

B. For an applicant whose admission to the nursing facility is for the purpose ofreceiving

lespite care services, preadmission screening is not rcquired more than once evety six months.

sEcTION I 5.020 Change in reside[t class due to audits of assessments of nursing facility

residents, Any change in resident class due to a teclassification must be retroactive to the effective

date of the assessment audited.

SECTION 1 5.030 False information. If the nursing facility knowingly supplies inaccurate ot'false

information in an assessment or a request for reconsideration, the Department shall apply the

penalties in Section 2.1 50.

SECTION 15.040 Audit authority. The Department of Health rnay audit assessments of nursing

facility and boarding care home tesidents

The audits may be conducted at the facility, and the Depadment of Health may conduct the audits on

an unannounced basis.

SECTION 15.050 Notice of resident reimbursement classilication. On an annual basis, a nursing

facility must elect either iteln A or item B and notiry the Department of Health ofthe election. Ifno
election is made, item A is the default method to notify residents oftheir reimbursemeut

classification. The election will be effective the following July l.

A. The Depallment of Health generates a notice to inform each residetrt, and the nursing

facility or boarding care home in which the lesident resides, ofthe reimbursement classification

established. The notice must inform the resident ofthe classification that was assigned, the

oppoltunity to teview the documentation suppofting the classification, the opportunity to obtain

ciarification from the Commissioner, and the opportunity to request a reconsideration ofthe
classification. The notice must be sent by filst-class mail. The notices are sent to the resident's

nursing facility. The nursìng facility is |esponsible for the distribution ofthe notice to each tesident,

to the [erson iesponsible for the payrnent of the resident's nursing home expenses, or to another

person designated by the resident. This notice must be distributed within three working days after
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the facility's receipt ofthe notice.

B. A facility generates a classification notice, as presc|ibed by the Depadment of Health, to

each resident upon ieðeipt ofthe confirmation ofthe case mix classification calculated by a facility or

a conected casè mix classification as indicated on the final validation report fiom the Department of
Health. The nursing facility is responsible for the distribution ofthe notice to each resident, to the

person responsible ior the payment ofthe resident's nursing home expenses, ol'to anothel pemon

àesignated'by the resident. This dotice must be distributed within three working days after tlie

faciñty,s r.ecËipt ofthe validation repoft from the Depafiment of Health. Ifa facility elects this option,

the Dåpartmenr of l-lealth will plovide the facility with a list of residents and their case mix

classifications as determined by the Department of Health.

C. If a facility submits a correction to an assessment conducted under Section 14.030 thât

results i¡ a change in case mix classification, the facility must give written notice to the resident, to

the person respoisible for the payment ofthe tesideut's nursing home expenses, or to anothef person

desþnated by the resident about the item that was corrected and tlre reason for the correction. The

notiðe ofcorrected assessment may be pfovided at the salîe time that the resident, the person

r.esponsible for the payment of the lesident's nursing home expenses, oÍ another pel son designated by

theresident is pt'ovided the lesident's corrected notice of classification'

SECTION 15.060 Request for reconsideration of classification. The t'esident may request that the

Commissioner reconsider the assigned reimbursement classification. The request must be submitted

in writing within 30 days of the receipt of the notice. The documentation accompanying the

reconsidäation reqr".i ir litnit"d to documentation establishing that the needs ofthe resident at the

time ofthe assessment resulting in the disputed classification justif, a change of classification.

SECTION 15.070 Facility's request for reconsideration. In addition to the information in Section

I 5.060 a reconsideration request from a nursing facility rîust contain the following information: the

date the notice was r.eceiveJ by the facility; the date the notices were dist buted to the resident; and a

copy ofthe notice sent to the l€sident. This notice must tell the resident that a reconsideration ofthe

classification is being requested, the leason for the requesf, that the resident's rate will change ifthe

requèst is approved and t-he extent of the change, that copies ofthe facility's request and supportiÍlg

doåumentaiiòn are available fol review and that the residellt âlso has the right to l€quest a

reconsideration. Ifthe facility fails to provide this information with the reconsideration request, the

request must be denied, and the facility may not make fttfthet reconsideration requests on that

specifi c reimbursement classifi cation.

SECTION I 5.080 Reconsideration. The commissioner's reconsideration must be made by

individuals not involved in reviewing the assessment that established the disputed classification The

reconsideration must be based upon the initial assessment and upon the information provided to the

Depaltrent. lfnecessary lor evaluating the reconsideration request, the Depaltment may conduct
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ol.r-site reviews. In its discretion, the Depaftment may review the reimbursenent classifications

assigned to all rcsidents in the facility. within I 5 working days of receiving the request, the

Department shall affirm or modifli the oliginal resident classification The original classification

muit be modified ifthe Depaftment determines that the assessment resulting in the classification did

not âccurately reflect the needs of the resident at the time ofthe assessment. The resident and the

nulsing facility shall be notified within five wolking days after the decision is made. The

Department's decision under this subdivision is the final administrative decision ofthe agency.

SECTION 15.090 Change in resident class due to â request for reconsideration of resident

classification. Any change in a resident class due to a request fol' reconsideratiou ofthe
classification must be made in accordance with items A and B.

A. The resident classification established by the Department of Health t¡ust be the

classification that applies to the resident while any request for reconsideration is pending.

B. Any chauge in a resídent class due to a reclassification must be effective as ofthe
effective date ofthe classification established by the oliginal assessment fol'which a reconsidetation

was requested.

SECTION I 5. 100 Resident access to assessments and documentâtion. The nursing facility must

provide access to information regalding rates, assessnents, and othet documentation provided to the

Department of Health in support ofthe resident's assessments to each nursing facility resident or the

resident's authorized representative according to items A to D

A. The nur.sing facility must post a notice of its current rates for each resident class in a

conspicuous place. The rates must be posted no later than five days after receipt by the nursing

facility. The nursing facility must include a notice that the nursing facility has chosen to appeal the

rates.

B. The nur.sing facility must provide written notice to eaclr private paying resident or the

person responsible for payment ofany increase in the total payment late established by the

Depaltment 30 days before the increase takes effect. The notice must specify the curfent

claisification ofthe resident. This item does not âpply to adjustments in rates due to a necessary

change in the resident's classification as a result ofan assessment Iequited in this part

C. The nursing facility must provide each nulsing facility resident or the person responsible

for payrnent with each classification letter received from the Depadment of Health within five days

of tñe receipt ofthe classification letter. When the private paying resident is not the pel'son

responsiblefor payment, the classification letter must be sent to the person responsible for payment

If t-he resident's classification has changed, the nursing facility must include the current rate for the

new classification with the classification letter.
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D. Upon written request, the nufsing facility lnust give the resiclent a copy ofthe assessment

form and the other documentation that was given to the Depaltment to suppoÉ the assessment

findings. The nursing facility shall also plovide access to and a copy ofothel information from the

resident's record that has been requested by or on behalfofthe resident to support a resident's

l.econsideration request. A copy ofany requested matetial must be provided within three wo|king

days of receipt of a wtitten request for the information.

SECTION 16.000 DETDRMINATION OF THE PROPERTY-RELATED
PAYMENT RÁTE

The appraised values determined under Sections 16.010 to 16.040 are not adjusted for sales or

reorganizations of pl ovider entities.

SECTION 16.010 Initial appraised value. For the rate year beginning July l, 1985, and until

August 31, 1992, the Department shall contract with a property appraisal firm which shall use the

depì.eciated replacement cost lnethod to detetmine the applaised value ofeach nursing facility
particìpating in the rnedical assistance prograrn as ofJune 30, 1985. 'l'he initial appraised value of
àach nursing facility and any subsequent reappraisal under Sections 16.020 and 16.030 must be

limited to thì value of buildings, attached fixtures, arid land improvements used by the nursing

facility and must be subject to the limits in Section 16.040'

For hospital-attâched nursing lacilities, the Depaftment shall tequire the appraisal ofthose podions of
buildings, attached 1Ìxtures, and land improvements in service areas shared between the nursing

facilityãnd the hospital. The appraised value ofthe shared service areas must be allocated between

the nursing facility and ihe hosp¡tal or other nonnursing facility ateas using the Medicarc worksheet

B-l statistics in effect olt September 30, 1984. The appraised value of the shared service areas must

be allocated by stepdown placing the appraised values on the appropriate line of column 1 on the

Medicare worksheet B. The appraised value ofthe shared service areas allocated to the nulsing

facility shall be added to the appraised value ofthe nursing facility's buildings, âttached fixtul€s, and

land improvements.

For a newly-constructed numing facility applying to participate in the medical assistance program

which commenced construction after June 30, 1985 and until August 31, 1992, or a nulsing facility

with an increase in licensed beds of 50 percent of mol'e, the Depadrnent shall require an initial

appraisal upon completion ofthe construction. The construction is considered complete upon

issuance oia cetificate ofoccupancy or, if no certification ofoccupancy is required, when available

for resident use. The pt opelty-l elated payment rate is effective on the earliel ofeither the filst day a

resident is âdmitted or on the date the nursing lacility is cenified for medical assistance.

SECTION 16.020 Routine updating ofappraised value. For rate years beginning after June 30,
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1986 and until July l,1992,rhe Department shall routinely update the applaised value accolding to

items A to C.

A. The Department shall conl'act with a ploperty appraisal fìrm which shall use the

depreciated replâcenìent cost nìethod to pel fol'm reappraisals. Each calendar year, the Depaltment

shil select a rändom sample of not less than I 5 percent of the total number of nursing facilities

participating in the n.redical assistance pfogl'am as of July l, ofthat year. 'lhe sâlnple lnust not

includå nursing facilities receiving an interim payment rate under Section 16.140. All nulsing

facilities in the sample must be reappraised during the last six months ofthe calendar year.

lncomplete additiois or replacements must not be included in the reappraisals. An incomplete

addition or replacement is one for which a ceftificate ofoccupancy is not yet issued, or ifa ceftificate

of occupancy is not required, the addition ol replacement is not available for use'

The updated appraised value for hospital-attached nursing facilities resulting fiom a reappraisal of
shareá service'ár.eas must be allocated to the nursing facility in the same ratio indicated by the

Medicare stepdown in effect on September 30 ofthe rate year in which the reappraisal is conducted.

The method àescribed in Section 16.010, is to be used to determine allocation ofthe updated

appraised value. The reappraised value ofthe shared service ateas allocated to the nursing facility

must be added to the reafpraised value ofthe nursing facility's buildings, attached fixtures, and land

improvements.

B. The Departtnent shall cotnpute the average percentage change in appraised values for the

nur.sing facilities in the sample. The appraised value ofeach nursing facility not in the sarnple, and

not r.eappraised under Section 16.030, must be increâsed or decfeased by the average pellentag€

change subject to the linrits in Section 16.040. No redetermination ofthe average percentage change

in ap-praiseã values shall be lnade as a result of changes in the appraised value of individual nursing

faciiities in the sample made aftef the Depaúment's computation ofthe average percentage change.

c. For hospital-attacl.ìed nursing facilities not in the sample, the allocation ofthe appraised

value ofthe shared service areas must be recolnputed ifthe hospital involved experiences a

cumulative change in total patient days as defined by the Medicare program of more than l5 pelcent

from the reporting year. in which the tnost recently used sef of allocation statistics were determined.

The allocation using the method described in Section 16.010 must be based on the Medìcare

stepdown in effect õn Septernber 30 offhe rate yeal in which the updating ofthe appraised value is

perlonned.

D. The adjustment to the propefty-felated payment rate which results from updating the

appraised value is effective for tlìe rate year immediately following the rate year in which the

updating takes place except as provided in Section 16.140.

E. Each calendar year that a random sample is selected in item A to compute the average
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percentage change iu appr.aised values in item B, the Depaftment shall evaluate the adequacy ofthe

sample size according to subitems (l ) to (6).

(1) The tolerance level for an acceptâble elror rate must be plus or minus three

percentage points.

(2) The confidence level for evaluating the sample size must be 95 percent'

(3) The sample size requiled to be within the toletance level in subitem (l) must be

computed using standald statistical methods fol determination ofa sarnple size

(4)Iftherequir.edsanrplesizeinsubitem(3)isgreaterthanthesamplesizeusedin
item A, additiorral appraisals must be peÍformed until the number ofappraisals is equal to the

requíreã sample size ìn subitem (3). The additional nursing facilities needed to complete the required

saÅple size Åust be r.anclomly selected. A nu1'sing lacility that is leceiving a special teappraisal

undèr Section 16.030, or. one that is receiving an interim payment rate ulder section 16.140, ot one

thât was appraised in the original sample in item A must be excluded. The average percentage

change in appraised values in itern B must be recomputed based on the increased sanrple size in

subitem (3).

(5) If the tolerance level in subitem (1) continues to be exceeded after applying the

procedures in subitems (3) and (4), the procedures in subitems (3) and (4) must be repeated until the

en'or rate is within the tolerance level

(6)Ifther.equir.edsamplesizeinsubitem(3)isequaltoorlessthanthesamplesize
used in item A, the average pelcentage change in appraised values must be the percentage determined

in item B.

SECTION 16.030 Special reappraisals. Special reappraisals are subject to the tequirements of
items A to F.

A. A nursing facility which makes an addition to or replacement ofbuildings, attached

fixtures, or land impiovements tnay l€quest the Depaltment to conduct a teappraisal upon project

compleiion. e speåial reappraisal request must be submitted to the Department within 60 days after

the project's completion date to be considered eligible for a special reappraisal. Ifa project has

mulìipie coffrpletion dates or involves Írultiple projects, only projects of pafts of projects with

compìetio¡ dàtes within one year ofthe complefion date associated with a special reappraisal request

can be included for.the purpose ofestablishing the nufsing facility's eligibility fof a special

r.eappraisal. A facility whi¿h is e1¡gible to request, has requested, or has received a special

reappraisal during the calendal year must not be included in the random sample process used to

deteimine the average per.centage change in appraised value of nursing facilíties in the sample.
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Upon receipt of a written request, the Deparfnent shall conduct a leappraisal within 60 days prnvided

thàt all conàitions ofthis section ate met. The total liistorical cost ofthe addition ot replacement,

exclusive ofthe proceeds from disposals ofcapital assets or applicable credits such as publìc glants

and insurance proceeds, must exceed the lesser of $200,000 or ten percent ofthe most lecelìt

appraised value. The addition or replacement lnust be complete and a ceúificate ofoccupancy

issued, or ifa certificate ofoccupancy is not requit'ed, the addition or replacement rnust be available

for use. special reappraisals under this item are linrited to one per l2-rnonth period.

B. A nursing facility which fetires buildings, attached fixtures, land improvements, or

portions thereof witñout replacement, shall report the deletion to the Department within 30 days ifthe

iristorical cost ofthe deletion exceeds $200,000. The Depatlment shall conduct a reappraisal ofthe

nursing facility to establish the new appraised value and adjust the pl'operty-related payment late

accordingly.

C. The adjusted property-related payÍient fate computed as a result of teappraisals in items

A and B is effective on the first day of the month following the month in which the addition or

replacement was completed ol when the deletioll occurred.

D. The Deparlment shall r.eappraise every nulsing facility at least once every seven calendar

years following the initial appraisal. ihe Department shall reappraise a nursing facility if at the end

of seuen cal"nãar years the nursing facility has not been reapplaised at least once under Sections

16.020 or 16.030. The Departmelrt shall postpone the first seventh year catch-up reappraisals until

the ninth year aftef the initial appfaisal ofall nursing facilities. The Depaltment shall adjust the

pr.operty-ielated payment rate to reflect the cliange in appraised value. The adjustment ofthe
pLoperty+elated paymenl r.ate is effective on the fir'st day ofthe rate yeat immediately following the

reappraisal.

E. The Department may require the reappraisal ofa nursing facility within 60 days ofreceipt

of information provided by the Minnesota Depaftment of Health regarding the violation ofstandards

and rules relating to the condition of capital assets.

F. Changes in the appraised value cotnputed in this section must not be used to compute the

average percentage change in Section 16.020, ìtem B.

SECTION 16.035 Appraisal sample stabilization. The percent change in appraised values used for'

routine updating ofappLaised values shall be stabilized by elinrinating from the sample ofnursing

facilìties ìhose ãppraisals that represent the five highest and the five lowest deviations lrom those

nursing facilities prcviously established appraised values.

sECTION 16.040 Determination ofallowable appraised value. A nufsing facility's appraised
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value must be limited by iterrs A to G.

A. The replacement cost new per bed limit for licensed beds in single bedroorns and multiple

bedrooms is clete¡rnined according to subitems (l) to (4):

(1) For the rate yeal beginning July 1,1992,fhe replacement-cost-new pel bed limit
must be $37,786 per licensed bed in multiple bedrooms and $56,635 per licensed bed in a single

bedroom. After Sèptember 30, 1992, new projects which meet the requirements in Section 16.1374,

item E, shall receive the teplacement-cost-new per bed limits in that provision.

(2) The average historical cost per bed for depreciable equipment is computed by

adding the historical cost ofdepreciable equipment for each nulsing facility as deterlnined in Section

16.10ó, item A and dividing the sum by the total number oflicensed beds in those nursiug facilities.

The amount is then subtracted from the replacernent cost new per bed limits determíned in subitem

( 1).

(3) The differences cotnputed in subitern (2) are the Ieplacement cost new per bed

limits for licensed beds in single bedrooms and multiple bedrooms effective for the rate year'

beginning on July l, 1991.

(4) On each succeeding January l, the Depadment will adjust the limit in subitem (l)
and the depreciable equipment costs in subitem (2) by the percentage change in the composite index

published 
-by 

the Bureau ofthe Economic Analysis: Pt'ice indexes for Plivate Fixed Investments in

Structures; Special Care for the two previous Octobers..

B. Each nursi¡g facility's rnaximum allowable replacement cosf new is determined annually

according to subitems (1) to (3):

(l) The multiple bedroom teplacement cost new per bed limit in item A must be

multiplied by the nuniber of licensed beds in multiple bedrooms.

(2) The single bedroom replacement cost new per bed limit in item A must be

multiplied by the number of licensed beds in single bedrooms except as pl'ovided in Section 16.I I 0,

item C, subitem (2).

(3) The nursing facility's maximum allowable leplacement cost new is the sum of
subitems (l) and (2).

C. The nursing facility's replacement cost new determinecl in Sections 16.010 to 16.030 must

be reduced by the leplacement cost new ofportions ofthe numing facility used for functions whose

costs are clisallowed under Sections I .000 to 19.050. Examples of such adjustments include non-
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nulsing facility ateas, or shared areas, therapy areas, day care al'eas, etc.

D. The adjusted replacement cost new is the lesser of item B or C.

E. The adjusted <lepreciation is detelmined by subtracting from the depreciation in Sections

16.010 to 16.030 the amount ofdepl€ciation, ifany, r'elated to the poúion ofthe
nursing facility's replacement cost new disallowed in item C or D.

F. The nursing facility's allowable appraised value is determined by subtracting the amount

determined in item E from the amount in item D. lf no adjustment to the replacement cost new is

r.equir.ed in itel¡s C and D, then the nursing facility's allowable appraised value is the applaised value

determined in Sections 16.010 to 16.030.

G. A nursing facility which has reduced licensed bed capacity after the preceding Januaty l,
shall be allowed to aggregâte the applicable replacement cost new per bed lirnits based on the number

of beds licensed prior to the reduction; and establish capacity days for each rate year following the

licensure reductiòn based on the number ofbeds licensed on the previous April 4. The notification

must include a copy ofthe delicensure request thåt hâs been submitted to the Commissioner of
health.

SECTION 16.050 Allowable debt, For purposes of determining the property-related payment rate,

the Department shall allow or disallow debt according to items A to F.

A. Debt shall be limited as follows:

(l ) Debt incurred fol the purchase of land directly used for resident cale and the

purchase or construction of nursing facility buildings, attached fixtut es, or land improvelnents or the

capitalized replacerrent or capitalized repair ofexisting buildings, attached fixtures, or land

improvements shall be allowed. Debt incult'ed for any other purpose shall not be allowed.

(2) Working capital debt shall not be allowed

(3) An increase in the amount of a debt as a result of rcfinancing of capital assets

which occurs after May 22, 1983, shall not be allowed except to the extent that the increase in debt is

the result ofrefinancing costs such as points, loan origination fees, or title searches.

(4) An increase in the amount oftotal outstanding debt incurred after May 22,1983,
as a result of a change in ownership ot reorganization of provider entitìes, shall not be allowed and

the previous owner's allowable debt as of May 22,1983, shall be allowed under itern B'

(5) Any portion ofthe total allowable debt exceeding the appraised value as



STATE: MINNESOTA
Effective: January I, 201 9

TN: l9-03
Approved: JUN 2

t7-26 (1
4 2019

Supersedes: 7 -16,17 -01

ATTACHMENT 4.I9-D (NF)
Page 84

, l6-04,1s- 10, l4- I 3,13-16,12-23,12-15,12-11,11'26,11-17 ,11-
13,I l=08,1 0-25,10-l 5,1 0-l 3,09-26,08- I 8,08- l5,07- I 0,07 -07,06-13,05- l4)

determined in Section 16.040 shall not be allowed

(6) Any portion of a debt of which the proceeds exceed the historical cost ofthe

capital asset acquired shall not be allowed.

(7) Debt associated with tlìe appraised value, is subtracted fonn each facility's

appr.aised valueàid the fesult is multiplied by 5.66%. The facility's interest expense, as limited by

floating and absolute maximum rates is added

B. The nur.sing facilily shall appoÉion debts incurred before october 1, 1984, among land

and buildings, attacheJ fixturãs, land iiriprovements, depreciable equipment and working capital-by

direct identificatiot.ì. Ifdirect identilÌcation ofany part ofthe debt is not possible, that portion ofthe

debt which cannot be directly identified shall be appoftioned to each coÛlponent, except working

capital debt, based on the raúo of the historical cost of the component to the total historical cost of all

components. Tlre portion ofdebt assigned to land and buildings, attached fixtures, and land

improvetnents is allowable debt

A hospital-attached nursing facility that has debts that are not directly identifiable to the hospital or

the nuising facility shall allocate the portion of allowable debt computed according to Section.

1 6.050, an-d allowable interest expense computed according to Section 16.070 assigned to land and

buildinis, attached fixtures, and land improverrìents using the Medicare stepdown method described

in Section 16.010.

C. For debts incurred after.September 30, 1984, the nursing facility shall directly identify the

proceeds ofthe debt associated with specific land and buildings, attached fixtures, and land

improvements, and keep fecol.ds that sepal ate such debt proceeds from all other debt. only the debt

identified with specific land and buildings, attached fixtules, and land improvements shall be

allowed.

D. For repoting years ending on or after Septembet 30, 1984, the total amount ofallowable

debt shall be the zum of all allowable- debts at the beginning of the reporting year plus all allowable

debts at the end ofthe repoÉing year divided by two. Nursing facilities whiclt have adebtwith â

zero balance at the beginning or end ofthe repolting year must use a monthly average for the

reporting year.

E.ExceptasplovidedinitemF,debtincurredasaresultofloansbetweenrelated
organizatiot.ts must not be allowed.

F. Debt meeting the conditions in Section 16. 132 is allowable'

SECTION 16.060 Limitations on interest râtes. The Depadment shall limit interest rates
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accolding to items A to C.

A. Except as provided in item B, the effective interest tate ofeach allowable debt, including

points, financing cþarges, and amoftization bond premiums or discounts, entered into after September

30,1984, is limìted to the lesser of:

( I ) the effective intelest rate on the debt; or

(2) 16 percent.

B. Var.iable or adjustable rates for allowable debt are allowed subject to item A. For each

allowable debt with a var.iable oI adiustable rate. the effective interest rate must be computed by

dividing the interest expense for the fepoting year by the average allowable debt computed under

Section 16.050, item D.

C. For rate yeats beginnilig on July l, 1985, and for rate years beginning after June 30,

1987, the effective interest mte for debts incurled before october' 1, 1984, is allowed subject to item

SECTION 16.070 Allowable interest expense. The Depaftrnent shall allow or disallow interest

expense including points, finance charges, and amoúization bond premiums or discounts under items

AtoG.

A. lnterest expense is allowed only on the debt which is allowed under Section 16.050 and

within the interest rate limits in Section 16.060.

B. A nonprofit nursing facility shall use its rcstricted funds to purchase or replace capital

assets to the extent ofthe cost ofthose capital assets before it bolrows funds for the purchase or

replacement ofthose capital assets. For purposes of this item and Section 4.020, a restricted fund is a

fund for which use is restricted to the purchase or replacement ofcapital assets by the donor or by the

nonprofi t nursing lacilily's board.

c. construction period ìnterest expense must be capitalized as a pafi ofthe cost ofthe

building. The per.iod ofionstluction extends to the earlier ofeither the first day a resident is admitted

to the nur.sing iacility, or the date the nursíng facility is certified io receive medical assistance

recipients.

D. lnterest expense for allowable debts entefed into afler May 22,1983, is allowed for the

portion ofthe debt whìch together with all outstanding allowable debt does not exceed 100 percent of
the most recent allowable appraised value as determined in Sections 16.010 to 16.040. For a rate

year beginning on or after July l, 1989, the interest expense that results frotn a refinancing ofa
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nur.sing facility's denrand call loan, when the loan that must be lefinanced was incurred befole May

22,1983, is an allowable interest expense.

E. Increases ilì interest expense after May 22,1983,which are the result of changes in

ownership oI reorganization of plovider entities, are not allowable'

F. Except as provided in item G, increases in total interest expense which are the.result of
r.efinancing ofdäbt after May ZZ,lg83, are not allowed. The total interest expense must be

conputed;s the sum ofthe antrual interest expense over the remaining term ofthe debt refinanced

G. lncreases in fotal illterest expense which lesult from refinancing a balloon payment on

allowable debt aft er May 22,1983, shall be allowed according to subitems (l) to (3):

(l)Theinter.estr.ateontherefinanceddebtshallbelimitedunderSectionl6.060'
item A.

(2) The refinanced debt shall not exceed the balloon payment

(3)Theter.moftlrerefinanceddebtmustnotexceedtheter.rrroftheoriginaldebt
computed as though the balloon payment did not exist

sECTION 16.080 Building capital allowance for owner-operated nursing facilities or nursing

facilities with capital leasei. Except as provided in Section 1ó.140, forthe rate years beginning

after June 30, l9ti5, the building capital allowance fof owner-opefated nursing facilities or nursing

facilities with capital leases must be computed as follows:

A. The rental factor is 5.33 percent. Fol the rate year beginning July l, I 988 the rental factor

will be increased by 6.2% rounded tò the nearest l00th percent or 5.66 pelcent for the purpose of
reirnbursing nursing facilities for soft costs and entrepreneurial profits not included in the cost

valuation sãrvices u-sed by the state's contl'acted appraisers. For rate yeals beginning on orafter July

1, I 989, the rental factor is the amount determined for the fate year beginning July l, 1988.

B. The difference between the nursílrg facility's allowable appraised value detertnined under

Secrions 16.010 to 16.040 and the allowable debt determined in Section 16.050 is multiplied by the

rental factor.

C. The amount dete nined in item B must be added to the total allowable interest expense

determined under Sections 16 060 and 16.070.

D. Except as in itern E, the arnount determined in item c nust be divided by 95 percent of
capacity days,
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E. [fthe average length of stay in tlie skilled level ofcare within a nursing facility is 180

days or less, tlie nursing facility shall divide the amount in iteln C by the greater oftesident days ot'

80 percent of capacity days but in no event shall the divisor exceed 95 percent

ofcapacity days.

For purposes ofthis item, the nursing facility shall compute its average length of stay for the skilled

levei of care by dividing the nursing facility's skilled lesident days for the repofting year by the

nursing facility's total skilled level of care discharges for that rcpolting year'

F. If an operating lease provides that the lessee's rent is adjusted to recognize improvemenfs

made by the lessor and related debt, the costs for capital implovernents and related debt are allowed

in the computation ofthe lessee's building capital allowance, provided that reimbursement for these

costs under an operating lease do not exceed the rate otherwise paid.

SECTION 16.090 Building câpital âllowance for nursing facilities with operating l€åses. Except

as provided in Section 16.140, for rate years beginning after June 30, 1985, the building capital

allòwance for nursing facilities with operating lease costs incurred for buildings must be paid as

determined by items A to C.

A. The allowable appraised value ofihe nursing facility must be established according to

Sections 16.010 to 16.040.

B. The allowable interest expense detelmined under Sections 16.060 and 16.070 and the

allowable debt deten'nined undet section 16.050 for the leased nursing facility must be considered

7.ero-

C. Except as in itern D, the building capital allowance must be the lessel'oftlìe operating

lease expense divided by 95 percent of capacity days, or the allowable app|aised value multiplied by

the rental factor and then divided by 95 petcent of capacity days.

D. A nursing facility with an average length ofstay of 180 days orless shall usethe divisor

determined in Section 16.080, item E, instead of95 percent ofcapacity days.

SECTION 16.100 Equipment allowance. For t'ate years beginning after June 30, 1985, the

equipment allowance must be conrputed according to items A to E.

A. The historical cost ofdepreciable equipment for nursing facilities which do not have costs

for operating leases for depreciable equipÍrent in excess of$10,000 duling the reporting year ending

September 30, 1984, is determined under subitems (1) and (2):
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(l) The total historical cost ofdepreciable equipment reported on the nufsing facility's

audited financiaì Átaþment fof the reporting year ending September 30, 1984, must be rnultiplied by

70 percent. The product is the historical cost ofdepreciable equipment'

(2) The nursing facility may subrnit an analysis which classifies the historical cosf of

each item ofdepráciable equiplnent r'ãported on September 30, 1984. The analysis must include an

iten.rirea O"scLiption ofeacl fiece ofd'epreciable equipment and its historical cost The sum ofthe

histor.ical cost ofeach piece ofequipment is the total histol'ical cost ofdepreciable equipment_for that

,rr.¡^g ø"iliry. For pur.poses ofìhis item, a hospital-attached nursing facility shall use the allocation

methoã in Seition 16.010 to stepdown the histot'ical cost ofdepreciable equiprnent.

B. The historical cost per. bed of depreciable equipment fol each nursing facility must be

computJ by dividing the total historical coit ofdepreciable equipment determined in itern A by the

nursing facility's total number of licensed beds on Septernber 30, 1984'

C. All nursing facilities must be grouped in one of the following:

(l) nuLsing facilities with total licensed beds of less than 6l beds;

(2) nursing facilities with total licensed beds ofmore than 60 beds and less than l0l
beds; or

(3) nursing facilities with nore than 100 total licensed beds'

D..WithineachgroupdeterminedinitemC,thehistol.icalcostpel.bedforeachnursing
facility determined in itJm B must be ranked and the median historical cost per bed established

E. Tlre rnedian histofical cost pel.bed fol each gloup in item c as determined in item D must

beincreasedbytenpercent.FofrateyearsbegirrrringafterJune30,l9S6,thisamountshallbe
adjusted annuálly by the percentage change indicated bY the urban consulner price index for

rnlinr"uporir-sui* Éaul, ås published by ihe Bureau ofLabor Statistics, new series index (1967=100)

for the two previous Decembers.

. t6-04,15-10,14-l 3,13-16,12-23,12-l 5,12-l l,l l-26'll -17,11-

13. r I -08.10-2s,l0-15, l0- 13.09-26.08- I 8,08- I 5.07 -1 0.07 -07.0ó- I 3,0s- l4)

F. The equìpment allowance for each group in item C shall be the amount computed in item

E multiplied by 15 percent and divided by 350.

G.ForthelateyearbeginningJulyl,lgg0,theCommissionershallincleasethenursing
facility's equipnrent allowance established in items A to F by $ 10 per resident day'

H. For.the rate period beginning october 1, 1992, the equipment allowance fot each nutsing
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facility shall be increased by 28 percent. For rate years beginning after June 30, 1993, the allowance

must be adjusted annually for inflation by the index in E'

SECTION 16.110 capacity days. The number ofcapacity days is determined under items A to c.

A. The number of iapacity days is dete.milled by multiplying the number of licensed beds in

the nursing facility by the number ofdays in the nursing facility's reporting period'

B.ExceptasilritemC,nursingfacilitiesshallincreasethenurnberofcapacitydaysby
multiplying the number of licensed single bedrooms by 0.5 

-and.by 
the nulnber of days in the nursing

iu"itifí, ,Ëfotting per.iod. This adjustrne.t has the effect ofassigning a g.eater proportion of
propefty costs to siirgle bed looms.

C.TlreDepartmentslrallwaivetherequirementsofitemBifanursingfacilityagrcesin
writing to subitems ( l) to (3).

( I ) The nursìng facility shall agl ee not to request a private room payment in Section

18.030 for any of its medical assistance residents in licensed single bedrooms'

(2)Thenursingfacilityshallagreenottousethesinglebedtoomreplacementcost-
new limit for. any of its licensed singló bedrooms in the computation ofthe allowable apptaised value

in Section 16.040.

(3)Thenursingfacilityshallagfeenottochargeanyprivatepayingt.esidentina
single bedroom à payment rate that exceeds the amount calculated under clauses (a) to (c).

(a) The nursing facility's average total payment rate shall be determined by

multiplying the total payment rate foriach case mix resident class by the number of resident days for

that cìass i"n the nurs ing facility's reporti¡g year and dividing tlie sum ofthe resident class amounts by

the totâl number of resident days in the nulsing facility's reporting year'

(b) The nursing facility's maximum single bedroom adjustment must be

determined by multiplying its avel.age total payment rate calculated under clause (a) by ten percent.

(c) The nursing facility's single bedroorn adjustment which.must.not-exceed

the amount computed in clause (b) must be added to each total payment rate established in Section

18.010 to determine the nursing facility's single bedt oom payment rates'

SECTION 16.120 Czpit?llization. Fof rate yeals after June 30, I 985, the cost of purchasing or

lepairing capital assets shall be capitalized under items A to D'

A.Thecostofpurchasingacapitalassetlistedinthedepfeciationguidelinesmustbe
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capitalized. The cost ofpurchasing any other capital asset not included in the depreciation guidelines

must be capitalized if the asset has a useful life of mote than two years ând costs more than $500.

B. The nursing facility may considel as an expense a repair that costs $500 or less. Repairs

that are considered as an expense must be classified in the plant operation and

maintenânce cost category. Ifthe cost ofa r€pair to a capital asset is $500 ol more, and the estimated

useful life ofthe capital asset is extended beyond its original estil¡ated useful life by at least two

years, or if tlie productivity ofthe capital asset is increased significantly over its original

productivity, then the cost ofthe repair must be capitalized

C. The property-related expenditut€s related to capitâl assets such as lease or depreciation,

interest, and r.eai estate taxes which are used lry central, affilíated, o[ corporate oflÌces must be

classified in the nursing facility's general and administrative cost category.

D. Constfuction period interest expense, feasibility studies, and othel costs lelated to the

construction period must be capitalized.

SECTION I 6.1 30 Determination of the property-related payment rate. The Department shall

determine the property-related payment rate according to items A to G'

A. Except as provided in Section I 6.140, the building capital allowance ol each nursing

home shall be added to the equipment allowance.

B. For rate years beginning after June 30, 1986, the historical propefty-related cost per diem

shall be the propelty-related payrnent rate established for the pfevious rate year unless the nursing

facility's capacity days change. If the nulsing facìlity's capacity days change frorn one lepolting yeaf

to the next ior any reason including a change in the nutnber of licensed nulsing facility beds, a

change in the eleðtion for computing capacity days as provided in Section l6.l10, or a change in the

numù'er ofdays in the reporting year, the historical propefty related per diem must be lecalculated

using the capacity days for the repoúing yeal in which the change occurred'

c. For rate years beginning after June 30, 1985, the property-related payment rate shall be

the lesser ofthe amount computed in item A or the historical property-related per diem in item B

incr.eased by six percent for each rate yea| beginning July I , 1985 through July l, 1989, except as

provided in items D to G.

D. A nursing facility whose allowable historical ploperty-related per diem determined in

item B is less than oi equal to $2.25 shall receive a property related payment rate equal to tlìe greater

of $2.25 or its allowable historical property-related per diem increased by six percent for each rate

year beginning July 1 , 1985 through July 1, I 989, except thât the propefty-related payment rate shall
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not exceed the amount determined in item A.

E. A nursing facility whose allowable histolical propeÉy-related per diem determined in item

B is greater than the alnout]t determined in item A shall receive a property-related paynlent rate equal

to its allowable historical propelty-l elated per diem.

F. In the event ofa change ofownership or reorganization ofthe pfovider entity

occurring after June 30, 1985, the nursing facility's pfopefty-related payment rate must be the lessel'

ofthe property-related payment rate in effect at the tilne ofsale or teorganization or the amount

determined in item A. Changes in the plopeúy-related payment rate as a result ofthis item shall be

effective on tlìe date ofthe sale or reorganìzation ofthe providel entity. FoI the purposes of this

subsection, the following types oftransactions shall not be considered a sale or reorganization ofa
provider entity:

(1) The sale ol transfer ofa nursing facility upon death ofan owner.

(2) The sale or tlansfer ofa numing facility due to serious illness or disability ofan

owner as defined under the social security act.

(3) The sale or transfer ofthe nursing facility upon retirement ofan owner at 62 years

of age or older.

(4) Any ttansaction in which a padner, owner, or shaleholdel acquires an interest or

share of another partner, owner, or shareholder in a nursing facility business provicled the acquiling
paltner', owner, ot'share has less than 50 percent ownership after the acquisition.

(5) A sale and leaseback to the sarne licenéee which does not constitute a cllange in

facility license.

(6) A transfer of an iÍìterest to a trust.

(7) Gifts or othel transfers for no consideration.

(8) A melger of two or more related organizations.

(9) A transfer of interest in a facility held in receivership.

(10) A change in the legal form ofdoing business other than a publicly held

organization which becomes privately held or vice versa.

(l I ) The addition ofa new partner, owner, or shareholder who owns less than 20
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percent ofthe nursing facility or the issuance of stock.

(12) An ínvoluntary transfer iricluding foreclosure, bankruptcy, or assignment for the

benefit ofcreditors.

G. The property-related paymerìt rate for a numing facility which qualifies for the special

reappraisal in Sôctiòn 16.030, item A shall be detennined accotding to subitems (l) to (2).

(l)lftheamountcomputedaccordingtoitemAusingthereappfaisedvalueisequal
to or less than the propelti-related payment rate in effect pl ior to the reappraisal, the propefty-related

payment rate in effect prior to tlle reappraisal shall not be adjusted'

(2) Ifthe arnount computed according to item A using the reappraised value is greater

than the pfoperty,related payment rate in effect prior to the reappraisal, the property-related pâyment

in effect priòr.tó the reappraisal shall be added to the difference between the âmount computed

according to itern A using the reappraised value and the amount value prior to the reappraisal. This

sum muslnot exceed theãmount computed in item A using the reappraised value. Ifthe difference

between the amount computed according to item A using the reappraised value and the amount

computed according to itàm A using the most recent appraised value prior to tlie reappraisal is equal

or less than zero, the diffelence shall be considered zero.

sEcTloN 16.132 Special property-related payment provisions for certâin leased nursing

facilities,

A. A nursing facility leased prior to January I , 1986, and cuffently subject to adverse

licensure action by tñe Minnesota DepaÍment of Health ând 'whose ownelship changes pdor to July

l, 1990, shall be állowed a propeÉy payment rate equal to the lesser of ìts curlent lease obligation

divided by its capacity dayJ as outlined in Section 16.I 10, or the frozen plopeÉy paymenf rate in

effect forihe r.ate year. beginning July 1, 1989. ForrateyearsbeginningonorafterJulyl,l99l,the
property relatecl payment rate shall be its 1'ental late as computed using the previous owner's

àttowabte principui and interest expense as allowed by the Minnesota Depattment ofHuman Services

prior to that prior owner's sale and lease-back transaction of
December 1985.

B. Notwithstanding other provisions in this attachment, a nursing facility licensed lor 122

beds on January l, I 998, and located in Colurnbia l-ìeights has its propefty-related payment fate set

under this section. The Department shall ûìake a fate adjustment by adding $2.41 to the facility's

July I , 1997 propefty-related payment late (which is effective fol rate yeat s beginning on or after

.luty t, teOS¡. Tire adjustment r.emains in effect so long as the facility's rates are set under this

section. If tÁe lacility participates in the contractual alternative payment rate system of Section

22.000, the adjustmenfin this itenr is included in the facility's contract payment rate lf hìstorical

201$

I 6,17 -0 t,l 6-04,1 s- I 0, I 4- I 3,

0-25" I 0-l 5. I 0-l 3.09-26,08-1
I 3 - I 6,1 2-23,1 2- | 5,12-1 I,t I -26,
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l.ates or property costs r.eci:gnized under this section become the basis for future lnedical assistance

puyln"ni, to thé fu"ility under a managed care, capitation or othel alternative payment system, the

;djustment ofthis item will be included in the computation ofthe facility's payments'

sECTION 16.133 Special property-related payment provisions for recently constructed nursing

facilities, For the r.aie year.s beginning on o| aftel July 1 , 1990 nursing facilities that on ol after

January l, 1976, but pl.iof to J anuary I , I 987, were newly licensed after new construction, of

increased their lic"nrèd b"dr by a minimum of35 percenf through new construction, and whose

building capital allowance is léss than theil allowable annual principal and ¡nterest on allowable debt

pr.ior tolhe application ofthe replacement cost new per bed limit and whose lemaining weighted

average debt'amortization schedule as of January l, 1988, exceecled I 5 years, must receive a property

relateã payment r.ate equal to the greater oftheir rental per diem or their annual allowable principal

and allowäble interest without application ofthe replacement cost new per bed limit divided by their

capacity days from the preceding reporting year, plus theil equipment âllowance'

A nursing facility that is eligible for a property related payment rate undel this section and whose

property 
-payment 

rate in a subsequent yeat is its lental per diem must continue to have its propetty

i"lát"a påyin"nt rutes established for all future years based on the rental reimbursement folmula The

Commissioner may require the nursing facility to apply for refinancing as a condition of receivitig

special rate treatment under this section. If a nursing facility is eligible for a property related

payment rate under this section, and the nursìng facility's debt is refinanced aller october l, 1 988, the

þrovisions ofparagraphs (l) to (7) also apply to the propedy related paylnent late for rate years

beginning on or after July l, 1990.

(l) A nursing facility's refinancing must not include debts with balloon payments'

(2) Ifthe issuance costs, including issuance costs on the debt refinanced, are financed

as part of the refinancing, the historical cost ofcapital asset limit includes issuance costs that do not

exó""d seven percent ofthe debt refinanced, plus related issuance costs. For purposes ofthis section,

issuance costs means the fees charged by the underwriter, issuer, attorneys, bond raters, appraisers,

and trustees, and includes the cost ofplinting, title insurânce, l€gistration tâx, and a feasibility study

for the refinancing ofa nursing facility's debt. Issuance costs do not include bond ptemiutns or

discounts when bónds are sold at other than their par value, points, or a bond reserve fund. To the

extent otherwise allowed under this paraglaph, the straight line amortization ofthe refinancing costs

is not an allowable cost.

(3) The annual principal and interest expense payments and any required annual

municipal fees on the nursing facility's refinarrcing replace those ofthe refinanced debt and, together

with annual pr.incipal and interest paylnents on other allowable debts, ate allowable costs subiect to

the limitation in subitem (2), iÎ any
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(4) If the nursing facility's refinancing includes zero coupoll bonds, the

Commissioner shall establish a monthly debt selvice payment schedule based on an annuity that will
produce an amount equal to the zero coupon bonds at maturity. The term and interest rate is the term

ànd interest rate of the zero coupon bonds. Any refinancing to repay the zero coupon bonds is not an

allowable cost.

(5) Tlie annual anount ofthe annuity payments is added to the nursing facility's

allowable annual principal and interest expense payment computed in subitem (3).

(6) The plopelty related payment rate is equal to the amount in subitem (5) divided

by the nursing facility's capacity days as detelrniued in Section 16. I 10, fol the preceding |eporting

year plus an equipnrent allowance.

(7) Except as provided in this section, the previously outlined methodology for the

calculation of pt'opeúy payment rates applies.

SECTION 16.136 Property payment râles for râte years beginning on or after July 1, 1990. For

purposes of property-related r.eimbursement undel this section, nursing facilities will be grouped

according to the type of property related payment rate the Commissioner of Human Sel vices for the

r.ate year beginning July l, 1989. A nursing facílity whose propetty late was detel'lnined under full
rental shall be considered group A. A facility whose property payment rate was determined under

phase down to rental reimbußement shall be consideled group B A facility whose rate was'

determined under the phase up provisions will be considered group C'

A. Fot' the rate year beginning July l, I 990, a group A facility will continue to have its

property-related payment rate determined in accordance with the provisions of Section 16.080.

B. For the rate yeal beginning July 1, 1990, a group B facility will receive a payment related

rare equal to the greater ol':

(l) 87% ofthe property related payment rate ìn effect on July l' 1989; or

(2) the rental per diem calculafed in accordance with the provisions ofSection
16.080 and fhis section; or

(3) the sutn of 100% ofthe nursing facilities allowable principal and interest

expense; plus its equipment allowance multiplied by the resident days for the lepoding year ending

September 30, 1989, divided by tlle nursing facilities capacity days.

C. For the mte year beginning July l, 1990, a gl oup C facility will have its propelly lelated
payment rate calculated undel the provisions of Section 16.I 30 item C and this section, except thaf its
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pl.opefty related payment fate cannot exceed the lessef of its property related payment fate

ãstablished for the rate year beginning July l, I 989, multiplied by 116% or the tental pel d iem

detelmined effective July I , 1990.

D. The property related payment rate for a nursing facility that qualifies for a special

r.eappr.aisal will Lave the applicable ploperty related payment rate as calculated above and as adjusted

in accoldance with the provisions of Section 16 030.

E. Except as provided in Section 16.130, item F, and section 16.132, a nursing facility that

has a change ol owneiship or a reorganization of pfovider entity is subject to the plovisions of
Section 16. 130, itern F.

F. Except as provided in Section 16.133, a nulsing facility will have its plopefty related

payment r.ate caiculatèd according to items A to E. Those nursing facilities whose property related

payment rates ure calculated under the provisions of Section 16. 133 will receive a propefty related

þayment rate equal to the greater ofthe rate calculated under Section 16.133 or that rate applicable

under items A to E.

SECTION 16. 1 370 Hold-harmless property-related rates.

A. Terms used in Sections 16.1370 to 16.1378 shall be as defined in the plan. capital assets

for. purposes of sections 16.1 370 to I 6. I 378 only means a nu|sing facility's buildings, attached

fixturei, land improvements, leasehold improvements, and all additions to or Ieplacements ofthose

assets used directly for resident care.

B. Except as pl ovided in this section, for rate periods beginning on october l, 1992, and lot
rate years beginriing after June 30, 1993, the propedy-related rate for a nursing facility shall be the

gr.eaier of $4ìr the property-related payment ratè in effect on September 30, 1 992. In addition, the

ì-ncremental increasã or decrease in the nursing facility's rental rate will be deteurined under this

plan. An incremental decrease with an effective date. after June 30, I 993, must reduce the nursing

facility's property lelated payment rate

c. Notwithstanding Section 16.130, iterr F, a nur sing facility that has a sale permitted undel

Section 16.1371 after June 30, 1992, shall receive the propelty-related payment rate in effect at the

titne ofthe sale or reorganization. For rate periods begintring aftel October I , 1992, a nulsing facility

shall receive, in addition to its propefiy-related payment rate in effect at the time ofthe sale, the

incremental increase allowed under Section 16.1371. FoI rate yea|s beginning after June 30, 1993,a

nursing facility shall receive, in addition to its property-related payment rate in effect at the time of
the sale, the incrernental increase ot decrease allowed under Section 16 1 371 '

D. For rate years beginning aftet June 30, 1993, the propefty-related rate for a nursing
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facility licensed aftel July l, I 989 that was sold during the cost repoúing yeat ending septernbet 30,

l99l iafter relocating its becls from a separate nursing home to a building formelly used as a hospital)

is its ploperty-telated late before the sale plus:

( l) tlre incremental increase effective October 1, 1992 of 29 cents per day; and

(2) any incremerrtal increases after O ctober 1, 1992 calculated by using its rental rate,

recognizing the túr.r.eÃt appraised value of the facility at the new location, and including as allowable

debt-other.wise allowable debt incurred to remodel the facility in the new location before relocating

its beds.

Section 16.1371 Limitations on sales ofnursing facilities.

A. For r.ate periods beginning on october 1,1992, and ror rate years beginning after June 30,

1993, a nursing faciiity's ploperty-related payment rate as established under Section 16.1 370 shall be

adjusted by either item B or C for the sale ofthe nursing facility, including sales occurring after June

30, 1992, as provided in this Section.

B. If the nursing facility's pr.opefty-r'elated payment l ate under section 16.1370 pdor to sale

is greater than the nursing facility's rental late undef this plan prior to sale, the nursing facility's

prõperty,related paymenirate after sale shall be the greatet' of its propeúy-related paymetrt rate uuder
-Secìion 

16.1370 prior to sale or its rental tate under this plan calculated after sale'

C. If the nursilig facility's property-r'elated payment Ì'ate under Section 16. 1370 plior to sale

is equal to or less than the nursing facility's fental rate under this plan pfiof to sale, the nulsing

faciiity,s property-related payment rate after sale shall be the nursing facility's property-related

paymånt iate unàer Sectìon 16.1370 plus the dilference between its rental rate calculated under this

plán prior to sale and its rental rate calculated under this plan calculated after sale'

D. Fot'purposes ofthis section, "sale" means the purchase ofa nursing facility's capital

assets with cash or debt. The ter.m sale cloes not include a stock purchase of a nursing facility or any

of the following transactions:

( I ) a sale and leaseback to the same licensee that does not constitute a change in

facility license;

(2) a tlansfer of all interest to â trust;

(3) gifts ol other transfers for no consideration;

(4) a merger oftwo or more 1€lated organizations;
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(5) a change in the legal fonn ofdoing business, other than a publicly held

organization that becomes privately held or vice versa;

(6) the addition ofa nevi/ paltller, ownet, or shareholder who owns less than 20

percent of the nursing home or the issuance ofstock; and

(7) a sale, merger, reorganization, or any othel transfer of interest between l'elated

organizations otlier than those.permitted in this section.

E. For.purposes ofthis item, "sale" includes the sale or transfet ofa nursing facility to a close

relative as defined in Section 1.030, upon the death ofan o\À/ner, due to set'ious illness or disability,

as defined under.the social Security Act, under 42 U.S.C. 5423(dX1XA), or upon retirement ofan

owner from the business of owning or operating a nursing home at 62 years of age ot older. For sales

to a close relative allowecl under this item otherwise nonallowable debt resulting from seller

financing ofall or a poftion of tlìe debt |esulting from the sale shall be allowed and shall not be

subject tã Section 16.050, itern E, provided that in addítion to existing rcquirements for allowance of
debì and interest, the debt is subject Ío repayment thlough annual principal payrnents and the interest

rate on the related organization debt does not exceed three pelcentage points above the posted yield

for standard conventional fixed l.ate mortgages ofthe Federal Home Loan Moftgâge Coryoration for

delivery in 60 days in effect on the day ofsale. Ifat any time the seller forgives the related

organization debt allowed undel this item for other than equal amount of payment on that debt, then

the buyer shall pay to the State the totâl l'evenue received by the nulsing facility after the sale

attributable to the amount of allowable debt which has been forgiven. Any assignment, sale, or

transfer ofthe debt instlument entered into by the close relatives, either directly or indirectly, which

grants to the close relative buyet the rights to receive all or a portion ofthe payments under the debt

instrument shall, effective on the date ofthe transfer, result in the prospective leduction in the

corresponding portion ofthe allowable debt and intelest expense. Upon the death ofthe close

relative seller, any rcmaining balance ofthe close relative debt must be refinanced and such

refinancing shall be subject to the provisions o1 Section 16.070, item G. This paragraph shall not

apply to sales occurring on or after June 30, 1997.

F. For purposes of this sectìon, ,'effective date of sale" means the later of either the date on

which legal title to the capital assets is trausfen€d or the date on which closing for the sale occurred.

G. The effective day for the property-related payment rate determined unde¡this section

shall be the first day of tlle month following the month in which the effective date ofsale occurs or

October l, 1992, whichevel' is later.

H. Notwithstanding Section 16.050, item A, subitems (3) and (4), and Section 16 050, items

E and F, the Cornmissioner. shall limit the total allowable debt and related interest fot sales occurring
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after June 30, 1992, to the sum of subitems (l) to (3):

(1) the historical cost ofcapital assets, as ofthe nursing facility's most recent previous

effective date ofsale or, iftliere has been no previous sale, the nursing facility's inìtial historical cost

of constlucting capital assets;

(2) the avel age annual capital asset additions after deduction for capital asset

deletions, not including depreciations; ând

(3) oneJralfofthe allowed inflation on the nursing facility's capital assets. The

Cornmissionel shall conrpute the allowed inflation as described in item I

I. For purposes ofcomputing the amount of allowed inflation, the Commissioner rnust apply

the following principles:

(l) the lesser ofthe Consumer Price Index for all uLban consut¡ers olthe Dodge

Construction Systems Costs fol Nursing Hornes for any time periods during which both are available

must be used. Ifthe Dodge Construction Systems Costs for Nursing Homes becomes unavailable, the

commissioner shall substitute tl.ìe index in Sectioti 16.040, item A, subitem (4), or such other index

âs the secretary ofthe health care financing admìnistration may desigliate;

(2) the amount ofallowed inflation to be applìed to the capital assets in item H,

subitems (1) and (2), must be computed separately;

(3) the amount of allowed inflation must be determined on an annual basis, prorated

on a monthly basis for parlial years and ifthe initial month of use is not determinable for a capital

asset, then one-halfofthat calendar year shall be used for purposes ofprorating;

(4) the amount of allowed inflation to be applied to the capital assets in item H,

subitems (l ) and (2), must not exceed 300 percent ofthe total capital assets in any one ofthose

clauses; and

(5) the allowed inflation must be computed starting with the month following the

nursing facility's most recent previous effective date ofsale or, iflhere has been no previous sale, the

rnonth following the date ofthe nursing facility's initial occupancy, and ending with the month

preceding the effective date of sale.

J. Ifthe historical cost ofa capital asset is not readily available for the date ofthe nulsing

facility's most l€cent previous sale ol ifthere has been no previous sale fol the date ofthe nulsing

facility's initial occupancy, then the Commissioner shall limit the total allowable debt and lelated

interest after sale to the extent recognized by the Medicare intermediary aÍter the sale. For a nursing
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facility that has no historical capital asset cost data available and does not have allowable debt and

interest calculated by the Medicare interrnedialy, the Comrrissioner shall use the historical cost of
capital asset data from the point in time for which capital asset data is lecolded in the nursing

facility's audited financial statements.

K. The limitations in this subdivision apply only to debt resulting from a sale ofa nursing

facility occu .ing after June 30, 1992, including debt assumed by the purchaser ofthe nursing

facility.

SECTION 16.1372 Capital repair and replacement cost reporting and rate calculation.

For rate years beginning after June 30, 1993, a nursing facility's capital repair and leplacement

payrnent rate shall be established annually as provided ìn items A to E.

A. Notwithstanding Section 16.120, the costs ofany ofthe following items, not included in

the equity incentive computation under Section 16.1373 or reported as a capital asset addition under

Section 16.375, item B, including cash payment for equity ìnvestment and principal and interest

expense for debt financing, must be tepofted in the capital repair and replacement cost category when

the cost ol- lhe item exceeds $500:

(l) wall coverings;

(2) paint:.

(3) floor covelings;

(4) window coverings;

(5) roofrePair; and

(6) window repair or rePlacement

B. Notwithstanding Section 16.120, the repair or replacement ofa capital asset not included

in the equity incentive computations under section 16. I 373 or repofted as a capital asset addition

under Section 16.1375, item B, must be reported in the capital repaif and replacement cost category

when the cost ofthe item exceeds $500, or in the plant opelations and maintenance cost category

when the cost ofthe item is equal to or less than $500'

C. To compute the capital repait and leplacement payment rate, the allowable annual repair

and replacement costs for the reporting year n.rust be dívided by actual resident days for the repofting

year. the annual allowable capital repair and replâcement costs shall not exceed $150 per licensed
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bed. The excess ofthe allowed capital repair and replacellent costs over the capital repair and

replacement limit shall be a cost carryover to succeeding cost reporting peliods, except that sale ofa
faòility, under Section 16.1371, shall terminate the cafryover ofall costs except those incurred in the

most recent cost repoding year'. The termination ofthe cartyover shall have effect on the capital

repair and replacement rate on the same date as provided in Section I6.1371, item F, for the sale. For

,ui" y"ur. beginning after June30,1994, the capìtal repair and replacement limit shall be subject to

the index provided in Section 16.040, item A, subitem (4). For pulposes ofthis section, the number

of licenseà beds shall be the number used to calculate the nursing facility's capacity days. The capital

repair and replacement rate must be added to the nursing facility's total payment rate

D. Capital repair and replacement costs uncler this Section shall not be counted as either

care-related or other operating costs, llol subject to care-related or other operating linits

E. lfcosts otherwise allowable under this section are incurred as tlie result ofa project

approved undel the mot'atorium exception plocess or in connectíon with an addition to or

r.åplacement ofbuildings, attached fixtures, or land improvements for which the total historical cost

ofthese assets exceeds the lesser of$150,000 ot ten pefcent ofthe nursing facility's appraised value,

these costs must be claimed under Sections 16'1373 ot 16 1374 as appropliate.

SECTION l6.l 373 Major additions and replacements; €quity incentive. For rate years beginning

after June 30, 1993, if a nursing facilìty acquires capital assets in connection with a project approved

under the moratorium exception process or in connection with an addition to or replacement of
buildings, attached fixtures, or land irnprovements for which the total historical cost of those capital

asset additions exceeds the lesser of $150,000 or ten percent of the most recent appraised value, the

nur.sing facilìty shall be eligible for an equity incentive payrnent rale as in ítems A to D. This

computation is sepamte from the cletermination ofthe nursing facility's rentâl rate. An equity

incentive payment rate as computed under this subdivision is limited to one in a l2-month period.

A. An eligible nursing lacility shall receive an equity incentive payment rate equal to the

allowable historical cost ofthe capital asset acquiled, minus the allowable debt dilectly identified to

that capital asset, multiplied by the equity incentive factor as described in items B and C and divided

by the nursing facility's occupancy factor.under Section 16.090, items c or D. This amount shall be

added to the nursing facility's total payment rate and shall be effective the same day as the

incremental increase in item D or Section 16.1374. -lhe allowable historical cost ofthe capital assets

and the allowable debt shall be determined as provided in this plan

B. The equity incentive factor shall be detelmined under subitems (1) to (4):

(l) divide the initial allowable debt in item A by the initial histolical cost ofthe
capital asset additions refert ed to in item A, then cube the quotient,
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(2) subtract the amount calculated in subitem (1) florn the numbet' one'

(3)deter.minethediffelencebetweentherentalfactorandthelesseloftwopefcentage
points above thà posted yield for standard conventional fixed rate moúgages ofthe Federal Home

Loan Mortgage iorpora-tion as published in the Vr'âlI Street Journâl and in effect on ihe fir'st day of

the month the debt or cost is incurred, ot' l6 percent,

(4) rnultiply the amount calculated in subitem (2) by the amount calculated in subitem

(3).

c. The equity incentive payment rate shall be lirnited to the tenÎ ofthe allowable debt in

item A, not greater than 20 years nor less than ten years lfno debt is incurred in acquiring the

capitat ar.eittr" equity incóntive payment rate shall be paid^fof ten yea.s. The sale of a nursing

faèility under Section 16.1371 shall te'rnirrate application ofthe equity incentive payment rate

effective on the date plovided in Section 16.1371, itern F, for the sale'

D. A nur.silrg facility with an addition to or a tenovation of its buildings, attached fixtures, or

land improvements Ãeeting the criteria in this section and not .eceiving the propefty-related payment

rate adjustment in section l6.l 374, shall receive the inclemental change in the nursing lacility's

rental rate as determined undel this plan. The incremental change shall be added to the nursing

facility's property-related payrnent räte. The effective date ofthis incremental change shall be the first

auy oiltå rnonttr following ihe month in which the addition or l€placement is completed Effective

foi additions or replacements completed after Januaty 1, 2018, the inctemental change shall be

effective on the fiist day ofthe month ofJanuary of July, whichever comes fìrst, following the day on

which the additiotr or replacement is completed.

SECTION 16.1374 Special provisions for exceptions'

A. Notwithstanding section 16.030 for rate periods beginning on october l, 1992, and fot

rate years beginning after June 30, 1993, a nursing facility that has completed a renovation'

reptJcement,î. upflading project approved under the mo-ratorium exception process' or a nursing

tacitity ttrat i'a. róc-"iued ã itatutory exception after June 30, 
.1995, 

except for a 1 1 5 bed county

owneã nursing facility which has ieceived a statutory exceptioll in 1993, shall be reimbursed for

costs directly identifiåd to that pr oject as provided in Section 16.1 373 and this section.

B. Notwithstanding Section 16.050, item A, subitems (1) and (3), and Sectíon 16.070, item

D, allowable interest expellse on debt shall include:

(l);nterestexpenseondebtfelatedtothecostofput.chasingor.replacingdepr.eciable
equiprnent, exclìáing vehicleÀ, not to exceed ten percent ofthe total historical cost ofthe project; and
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(2) ìnterest expense on debt related to financing or reftnancing costs, including costs

related to points, íoan or.iginaiion fees, financing charges, legal fees, and title searches; and issuance

costs including bond discãunts, bond counsel, underwriter's counsel, corporate counsel, printing, and

financial for.ecasts. Allowable debt related to items in this clause shall not exceed seven percent of
the total historical cost ofthe ploject. To the extent these costs ate financed, the straight-line

amortization ofthe costs in this clause is not an allowable cost; and

(3) interest on debt incun ed for the establishment of a debt reserve fund, net of the

interest earned on the debt reserve fund.

c. Debt incurred lor costs under. item B is not subject to Section 16.050, item A, subitems (5)

or (6).

. D. The incrBmental increase in a nulsing facility's r€ntal rate, resulting from the acquisition

of allowable capital assets, and allowable debt and interest expense under this section shall be added

to its property-rllated payment rate ancl shall be effective on the first day ofthe month following the

month in which the moratol ium project was completed.

E. Notwithstanding Sectioll 16.040, item A, subitem (4) for rate periods beginning on

October l, 1992, and for. rate years beginning after June 30, 1993, the replacement-costs-new per bed

linit to be used in Section 16.040, item B, for a nursing facility that has completed a renovation,

replacement, or upgt.ading project that has been approved under the morâtorium exception process or

thàt has completeàìn addition to or r.eplacement of buildings, attached fixtures, or land

improvemenis for which the total histolical cost exceeds the lesser of $ I 50,000 or ten percent ofthe

most recent appraised value, must be $47,500 per licensed bed in multiple-bed rooms and $71,250

per licensed úed in a single-bed room. These amounts rnust be adjusted annually as specified in

Section 16.040, item A, subitem (4) beginning Januaty 1,1993.

F. The Commissioner of the Minnesota Depaftment of Health, in coordination with the

Commissioner ofthe Minnesola Department of Human Services, shall deny each request for new

licensed or certified nursing home or cerlified boarding care beds except as provided under the

moratorium exceptions process. "Cetifiecl bed" means a nursing home bed or a boarding care bed

certified by the Commissioner ofhealth for the purposes ofthe meclical assistance program under

United States Code, title 42, sections 1396 et seq

The Commissioner, in coordination with the Commissioner of the Minnesota Depaftmeni of Health,

shall deny any request to issue a nursing home license to a facility ifthat license would result in an

increâse in the medical assistance reimbulsement amount.

ln addition, the Commissioner.of thè Minnesota Department of Health must not approve any

construction project whose costs exceed $1,000,000 plus inflation added annually unless:
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( I ) Any construction costs exceeding $ 1,000,000 ale not added to the facility's appraised

value and are not included in the facility's payment rate for feimbursetnent under the medical

assistance p1'ogram; or

(2) The pmject:

(a) has been approved through the molatorium exception process described in

state law;

(b) neets an exception described in the moratoriunr exception state law;

(c) is necessary to correct violations of state or federal law issued by the

Commissioner of the Minnesota Depaftment of Health;

(d) is necessary to repair or replace a poftion ofthe facility that was destroyed by

fire, lightning, or other hazards provided that the provisions of statute governing replacement are

met;

(e) as of May l, 1992,lhe facitily has submitted to the Commissioner of the

Minnesota Depaltment of I-lealth written documentation evidencing that the facìlìty meets the
,'commencecl ionstr.uction" definition as specified in Section 1.030, or that substantial steps have

been taken priorto April | , 1992, relating to the construction project. "Substantial steps" require that

the facility Àas made àr.r.angements with outside parlies rclating to the constl'uction project and has

include the hiring ofan architect or construct¡on firm, submission ofprelirninary plans to tlìe

Department ofHialth ol. docunìentation from a financial institution that financing arrangements for

the construction project have been made; or

(Ð is being proposed by a licensed nursing facility that is not certified to

palticipate in the Medical Assistance Program and will not result in new licensed or ceÉified beds.

G. Prior to the final plan appl.oval ofany construction project, the commissioner ofthe

Minnesota Depaltnent of Health shall be provided with an itemized cost estimate for the project

construction costs. Ifa construction project is anticipated to be completed in phases, the total

estimated cost of all phases ofthe pl'oject shall be submitted to the cornmissioner and shall be

considered as one construction project. once the constfuction project is completed and prior to the

final clearance by the Commissioner ofthe Minnesota Depadment of Fluman Services, the total

project constructìon costs for the consÍuction ploject shall be submitted to the Cor¡missioner' Ifthe
irnål project construction cost exceeds the dollar thleshold in this subdivision, the Commissioner of
Humån iervices shall not recognize any ofthe project construction costs or the telated financing
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costs in excess ofthis threshold in establishing the facility's property-related payment rate.

Project construction costs includes tlìe cost of new technology implemented as paft ofthe
construction project and depreciable equiprnerrt directly identified to the project, ifthe construction
costs fol facility capital asset additions, replacements, renovations, remodeling projects, constluctíon
site preparation costs and lelated soft costs are more than the threshold for additions and

replacements in Section l6.l3T3. "Technology" means information systems or devices that make

documentation, charting, and staff time more efficient or encourage and allow for care through
alternative settings including touch screens, monitols, hand-helds, swipe cards, motion detectors,

pagers, telemedicine, medication dispensers, and equipment to monitor vital signs and self-injections,

and to observe skin and othel conditions.

Technology and depreciable equiprnent are included in the project constl uctiol'ì costs unless a written
election is made by the facility, to not include it in the facility's appraised value. Debt ìncurred for
purchase oftechnology and depreciable equipment is included as allowable debt for purposes of
Section 16.050, items A and C, unless the wfitten election is to not include it. Any new technology
and depreciable equipment included in the project construction costs that the facility elects not to
include in its appraised value and allowable debt is trcated as provided in item B. Written election
must be included in the facility's request for the rate change related to the project, and this electíon
may not be changed.

The dollar thresholds for constructior'ì projects al'e as follows: fot construction projects other than
those authorized in item F, subitem (2), clauses (a) to (f, the dollar threshold is $ 1,000,000 plus

inflation added annually. For pl'ojects authorized after July I,1993, under item F, subitem (2), clause

(a), the dollar threshold is the cost estimate submitted with a proposal for an exception to the state's

moratorium law, plus inflation as calculated according to section 16. I 378. For projects authorized
under (b) to (d), the dolla| threshold is the itemized estimate project construction costs submitted to
the Commissionel of Health at the time offinal plan approval, plus inflation as calculated according

to Section 16.1378.

H. For purposes ofthis section, a total replacement means the complete replacement ofthe
nursing facility's physical plant thlough the construction ofa new physical plant, the ttansfer ofthe
nursing facility's license fi om one physical plant location to anotl'ìel', ol' a new building addition to
relocated beds from thlee- and fout-bed wards.

( I ) For total replacernent projects completed on ot' after July I, 1992,Ihe inct'emental

change in the nursing facility's rental per diem, for rate years beginning on or after July l, 1995, shall

be computed by replacing its appraised value, including tlre historical capital âsset costs, and the
capital debt and interest costs with the new nursing facility's allowable capital asset costs and the
rclated allowable capital debt and interest costs.
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(2) lf the new nulsing facility has decreased its licensed capacity, the aggregate

replacement cost new pel bed limit in Section 16.040, item G, shall apply'

(3) Ifthe new nur.sirrg facility has retained a poÉion ofthe original physical plarrt for

nursing facility usage, then a poltiotiofthe appraised value prior to the Ieplacement must be_retained

and ináuded ilr theialculation ofthe inclerr.rental change in the nursing facility's rental pet'diem. For

purposes olthis subitem, the original nursing facility rneans the numing facility pfiol to the total

i:epia"ement proi"ct. The portion ofthe applaised value to be retained shall be calculated accotding

to clauses (a) to (c):

(a) The nurnerator ofthe allocation ratio shall be the square footage ofthe area in the

original physical plant which is being retained for rursing facility usage;

(b) The denorninatol.ofthe allocation fatio shall be the total square footage ofthe

original nursing facility physical plant;

(c)Eachcomporrentofthenursingfacility'sallowableappraisedvaluept.ior-tothe.
total replaceme;t project shail be multiplied by the allocation ratio developed by dividing clause (a)

by clause (b).

(4) In the case ofeither type oftotal replacement as authorized undel statutory

exceptions or moratorium pr.ocess exceptions, the provisions ofthis subitem will also apply. For

purposes ofthe moratorium exception áuthorized by stâtutory exception which permitsthe relocation

of i t Z U"¿r from a 138 bed nufsing home to a forme| hospital, ifthe total t'eplacement involves the

renovation and use of an existing health care facility physical plant, the new allowable capital asset

costs and related debt and intel.est costs shall include fifst the allowable capital asset costs and related

clebt and interest costs ofthe renovation, to which shall be added the allowable capital asset costs of

the existing physical plant prior to the renovatión, and if reporled by the facility, the related allowable

capital debt and interest costs.

I. Notwithstanding section l6.l10, item c, subitem (2), for a total replacement as defined in

item FI afterJuly l,1999,any building project that is a felocation, renovation, upgrading, or

conversion completed on or after July 1, 2001, or any building project eligible for reimbursement

under Section 22.061, the replacernent-costs-new per bed limits are $74,280 per licensed bed in

multiple-bed roo.., i9Z,gSó per licensed bed in semiprivate roorns with a fixed partition separating

the reìident beds, ancl $11 1,420 per licensed bed in single toorns. Beginning January l, 2000, these

amounts must be adjusted annuaily as specified in item E. Effective June 5,2012, construction

pr.ojects approved under the moratorium exception process as defined in section 1.030 that are

completeå àftet Rugust 30, 2010, shall be allowed the highest set of |eplacement-cost-new limìts

between the dates oi project approval and project completion. Effective Octobet 1,2012,

replacement-cost-new limits will be incrcased annually as specified in item E'
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J. Notwithstanding Section 16. I 10, item C, subitem (2), for a total replacement as defined in

item H, for a 96-bed nursing facílity in Carlton county, the replacement costs new per bed limit for
multiple-bed rooms, for semiplivate rooms with a fixed partition separating the resident beds, and for'

single rooms are the same as in itern I. The resultíng maximum allowable replacement costs new

multiplied by 1.25 constitute the project's dollar threshold for purposes ofapplication ofthe
$1,000,000 plus inflation limit set fol-th in state law. The deadline for total rcplacement of this 96-

bed nursing facility ís May 3l , 2000.

K. Notwithstanding Section 16.I 10, item C, subitem (2), for a total replacement as defined in
item FI involving a new building addition that lelocates beds from three-bed wards for an 80-bed

nursing home in Redwood county, the leplâcement costs new per bed limit for multiple-bed rooms,

for semiprivate rooms with a fìxed partition separating the resident beds, and for single rooms are the

same as in item I. These amounts will be adjusted annually, beginnìng January l, 2001 . The

resulting maxirnum allowable replacement costs new multiplied by 1.25 constitute the project's dollar
thrcshold for purposes ofapplication ofthe $1,000,000 plus inflafion limit set fofth in state law lf
the other requirements ìn state law governing approval of requests for amendments to morâtorium
exception projects al€ met, the Depaltment of Health may waive the tequirement that the nursing

facility's lequest for an amendment to its moratorium exception project design may not reduce the

space in each resident's living area ol in the total amount ofcommon space devoted to tesident and

family uses by more than five percent.

L. For a lenovâtion authorized under moratolium process exceptions for a 65-bed nursing

home in St. Louis county, the incremental increase in rental rate for purposes of item D shall be

$8.16, and tlie total replacement cost, allowable appraised value, allowable debt, and allowable
interest are increased according to the incremental increase.

M. Effective July l, 2001, the Commissionel of the Minnesota Department of
Health, in coordination with the Commissionet of the Minnesota Depafiment of Human Services

mày:

(l) license and certify beds in nursing facilities that have undergone

replacement or rernodeling as part of a planned closure pursuant to Section 20.027;

(Z) license and certify a total replacement project ofup to 124 beds

in facilities significantly damaged in the flood of 1997 when the damage was not apparent until years

later. The operating cost payment rates for a new facility ale determined pursuant to the interim and

settle-up payment provisions ofSection 12.000 and the payment provisions ofthis Attachment,

except that Section I 1.047, iterns A and B do not apply until the second rate year afìer the settle-up

cost report is filed. PÌopelty-related payment tates are determined pursuant to this Attachment,

taking into account any federal or state flood-related loans or grants provided to the facility;
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(3) allow facilities that plovide residential services lor the physìcally

handicapped wiìh'less than 60 beds to transfer nine beds to plovide residential sewices, provided that

the totai number of licensed and certified beds does not increase;

(4) allow non-profit facilities in the coulìty with the fewest beds per 1000

for age 65 and over that are not aciepting beds fr.om anothe_r closing non-profit facility to build

repfcement facilities ofup to 120 b¿ds, ¡r'ovided the new facility is located within four miles

ofthe existing facility and is in the satne county. Operating and property rates al€ determined

pursuant to thls Attaóhment, except tlìat Sectìon 1 1.047, items A ancl B do not apply until the

second rate yeat after settle-up; and

(5) allow organizations that operate non-profit facilities in the county with

the fewest beds pár 1000 foL agé 6S anO over to obtain up to 98 beds of a closing non-profit facility'

All transfer.red úeds will be put on layaway status, held in the name of the receiving facility. The

layaway adjustment provisi;ns of Section 20.100 do not apply. A teceiving facility may only remove

tne Ue¿s from layawày for recertification and relicensure at the receiving facility's current site, or at a

n"*ly 
"onrtru"tåd 

facility located in Anoka County. A receiving facility must receive âuthorization

before removing these beds from layaway status

(6)effectiveJulyl,2006,allowanAnokaCountynursingfacilitythathadplaced
beds on layaway status as paft ofa ófevious statutofy exception. to the mofatoúum to femove beds

froln that status if the removal is part of a ploject approved by the cornrnissiolrer of Human Services

under the competitive moratol ium exception plocess

N.EffectiveJulyl,2003,theDepadmentofHealth,incoordinationwiththe
DepartmentoflJumanServices,mayapprovetherenovation,replacement,upgrading'orrelocation
of facilities that meet the following conditions:

(l ) licerrse arrd certify 80 beds in city.owned fâc;lities to be constructed on the

site ofnew clty-ìíneC hospitals that repiace existing 85-bed facilities attached to existing hospitals

The threshold ãllowed is the amount that was allowed under the moratorium exception process; and

(2)licenseandcertify29bedstobeaddedto6g-bedfacilities,providedthat:

(a) the 29 beds âle transferred from active ol layaway status from

facilities that hâve 235 beds on April l, 2003, when both facilities are located in the same county;

and

(b) the Iicensed capacity o1235-bed facilities must be reduced to 206

beds, and the payment rate will not be adjusted as a result of the transfer'
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The operating payment rate of 69-bed facilities adding 29 beds after completion of a ploject will be

the same as it was on the day before the day the beds are licensed and certified. Projects will not

begin unless they are approved and financed under the moratorium exception process.

O. Effective August 1,2004,the Depaltment of Health, in coordination with the

Department of Human Services, may approve the renovation, replacement, upgrading, or relocation

offacílities that meet the following conditions:

(l) license and certify 60 new beds, provided that:

(a) 45 of the new beds ate transferred from facilities that have 45

beds in the same county under common ownel'ship thât have closed, and l5 ofthe new beds are

tlansferred from facilities that have 182 beds undel common ownership;

(b) the Depafiment continues to have authority under Section 20'027 to

negotiate budget-treutlal planning facility closules; and

(c) money is available from planned closures offacilities under common

ownership to make implementation ofthis item budget-neutral.

The bed capacity ofthe I 82-bed facilities undel common ownership is reduced to 167 beds following
the transfer.

P. Effective July l, 2006, the DepaÉment of Health, in cooldination with the Depâltment of
Human Services, may liceuse and certify up to 80 beds transfened from an existing state-owned

nursing facility in a county to a new facility located on the grounds ofthe exístíng state-owned

facility from which they are transferred. The operating cost payment rates for the new facility shall be

determined based on the ìnterim and settle up payment provisions of Section 12.000 and the

reimbursement provisions of Sections 1.000 thfough 21.000. The property payment fate for the fiISt

three years ofoperation shall be $35 per day. For subsequent years, the plopefly payment rate of$35
shall be adjusted for inflation as provided in section 22.060 so long as the facility has a contract

under Section 22.000.

Q. Effective for late adjustments beginning July l, 2006, nulsing facilities paid by the

prospective rate-setting methodology described in Sections 1 .000 througli 21.000 fhat commenced a

construction project on or after October I,2004, and do not have a contfact under the contractual

rate-setting methodology described in Section 22.000 by Septernber 30,2006, a|e eligible to request

a propefty rate adjustment under Section 16.000 through September 30, 2006. tfthe request Iesults

in the colrmissioner deternining a late adjustment is allowable, the râte adjustment is effective on
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the first ofthe month following ploject completion. These facilities shall be allowed to accumulate

construction project costs for the period October 1,2004, to September 30, 2006.

R. Upon Steele County cornpleting asset transfers and constructing a new nulsing facility,

its present nu6ing facility will be allowed to relocate 80 beds. For the fil'st three years ofoperation

ofihe new facility, the propefty payment rate shall be incleased by an amount as calculated

accolding to items (i) to (v):

(i) compute the estimated decrease in medical assistance tesidents served by the nursing

facility by multiplying the decrease in licensed beds by the historical percentage of
medical assistance resident days;

(ii) compute the annual savings to the medical assistance program from the delicensure of
28 beds by multiplying the anticipated decrease in medical assistance residents,

dete nined in itern (i), by the existing facility's weighted average pâyment late multiplied

by 365;

(iii) compute the anticipated annual costs for community-based sewices by rnultiplying the

anticipated decrease in tnedical assistance residents served by the nursing facìlity,

determined in item (i), by the average monthly eldelly waiver set'vice costs for individuals

in Steele County rnultiPlied bY l2;

(iv) subtract the amoulrt in item (iii) flom the amount in item (ii);

(v) divide the amount in iteÍì (iv) by an amount equal to the relocated nursing facility's

occupancy factor as determined in section 16.080, rnultiplied by the historical percentage of
medical assistance resident days.

For subsequer'ìt years, the ploperty payment rate shall be adjusted for inflation as provided in section

22.060 so long as the facility has a contract unde| Section 22.000.

S. Effective July l, 2008, a nursing facility providing specialty care in Minneapolis may

close and relocate beds to a new facility in Robbinsdale under common ownership if
approved under the moratorium exception at Minnesbta Statutes (2008) S144.073

T. Effective May 14,2010, nulsing facility bed consolidation and lelocation with

integration of these services with othef community-based services under a Communilies-fo¡-a-

Lifeiíme pilot progratn is allowed for a new site in Goodhue county. These changes will have a

comprehensive plan to create innovative responses to the aging population. Two nursing

facilities, one for. 84 beds and one for 65 beds, in the city of Red wing licensed on July I , 201 5,

shall be consolidated into a newly renovafed 64-bed nursing facilily resulting in the delicensure

of 85 beds. The closure ofthe 85 beds shall not be eJigible for a planned closule rate adjustment
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under section 20.027 . Tlte construction project permitted in this clause shall not be eligible for a

threshold project rate adjustment under section 22.061 . The payÍnent rate for external fixed costs

sliall be increased by an amount as calculated according to items (i) to (vi):
(i) compute the estimated decrease in medical assistance residents served by both nursing

ìácilit¡Ës by multiplying the difference between the occupied beds of the two nursing facilities for

the reporting y"ur'"itding Septernber'30,2009, and the projected occupancy ofthe facility ât 95

p"r."nt o""rpun"y by the historical percentage of medical assistance resident days;

iiil compute ihe annual savings to fhe rnedical assistance program from the delicensufe by

Àúttiptying the anticipated decrease in the medical assistance residents, determined in item (i),

Uy thè nospital-owned nursing facility weighted average payrnent rate multiplied by 365. The

hóspital-owned nursing facility weighted average payment rate is determined by multiplying the

facility's current total payment rates foÍ each ofthe 36 RUC payment levels by the corresponding

total rlsident days accòrding to the most recently desk-audited cost repoft. Sulî the products of these

calculations and the resident days. Divide tlie sum ofthe products by the sum of the resident days to

compute the weighted average payment rate;

(iii) compute thó anticipated annual costs for community-based services by multiplying the

ànticlpatàa decrease in medical assistance lesidents selved by the facilities, determined in item

(i), by the avèrage monthly elderly waivel service costs for individuals in Goodhue County

multiplied by l2;
(iv) subtract the amount in item (iii) from the amount in item (ii);
(v) multiply the amount in item (iv) by 57.2 percent; and

(vi¡ aivlae tne difference oltlìe amount in item (iv) and the amount in item (v) by an amount

èqual to the relocated nursing facility's occupancy factor undet section 16.080, items D & E,

multiplied by the historical percentage of medical assistance resident days'

u. Effective June 2 8,201l, à 1 37-bed nursing facility in Bloominglon that applied fot and was

selected for a moratorium exception ploject is allowed to íncrease its moratorium-exception project

rate adjustment fi'om $14.42 to $19 33.

V. Effective July 1,2013,aI 1O-bed lacility in McLeod County will receive a propefiy-rate

increase, based on ihe methodology in Section 22.061, by having its replacement-cost-new limit
under Section 16.137 41adjusted to allow $1,129,463 of a completed construction pt oject to increase

the property payment rate.

W. Effective July 1, 2013, a 6l-bed facility in Dakota County will leceive a property-rate

increase, based on the methodology in Section 22.061,by having its leplacement-cost-new limit

under Section 16.137 41adjusted to allow 51,407,624 of acompleted construction ploject to increase

the property payment rate. Effective Septembel 1,2013orlater,thefacilitywill receive a propedy-

rate'increase, bàsed on the rrethodology in Section 22.061, by having its replacemenlcost-new limit

under Section 16.13741adjusted to allow $ I ,244,599 of a completed construction project to increase

the property rate.
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X. Effective July 1,2013, or laler, any boarding care facility in Hennepin county licensed for I01

beds shall be allowed to receive a pt operty rate adjustment, based on the methodolory in Section

22.061, for a construction project that takes action to come into compliance with Minnesota

Depaftment ofLabor and Industry elevator upgrade requirements, with costs below the minimum

thr.åshold under section 16.1374 E. Only costs relatecl to the construction project that brings the

facility into compliance with the elevator requirements shall be allowed.

y. Effective July 1,2015, replacement projects are allowed for a total ofupto l29beds frotn a

nursing facility loiated in Polk County that was desûoyed by flood ìn I 997. At least 25 beds will be

locateã in Polk County and up to 104 beds may be distributed among no more than three other

counties with fewer than the median number of age intensity adjusted beds per thousand, subject to

approval by the commissioner ofhealtlì. The Department will determine payment rates based on

iÅterirn, seitle-up and pr.operty pâyment provisions in Sections 12,16,22 and 23. Ifreplacernent beds

are combined with beds from existing nursing facilities, the Department will calculate payment rates

using the weighted avetage ofrates from this paragraph and Section 20.120.

Z. Effective July 1,2015, upon project completion, the Department shall increase the payment tate

described in section 22.061 by $ 12.50, for a facility approved in 20 I 5 undet the nursing facility

moratorium exception process with at least 150, but not mote than 160 active beds as ofJanuary l,
2015.

AA. Effective July 1,2015, upon pfoject completion, the Deparlment shall inclease the payment

rate described in Section 22.061 by $4.00, fof a facility approved in 2015 uncler the nursing facility

moratorium exception process with at least 120,. but not mote than 149 active beds as ofJanuary l,
2015.

SECTION 16.1375 Appraisals; updating appraisals, additions, and replacernents'

A. Notwithstanding sections 16.010 to 16.030, the appraised value, routine updating ofthe

appraised value, and special reappraisals are.subject to this section.

B. Notwithstanding Section 16.020, for rate years beginning aî1er June 30, 1993, the

Commissioner shall routinely update the appraised value of each nursing facility by adding the cost

ofcapital asset acquisitions to its allowable appraised value. The Commissjoner shall also annually

index each nur.sing facility's allowable applaised value by the inflation index referenced in Section

16.040, item A, subitem (4), for the pu|pose of colnputing the nursing facility's annual rental rate. In

annually adjusting the nursing facility's appraised value, the cornmissioner must not include the

historical cost ofcapital assets acquired during the leporting year in the nursing facility's appraised

value. In addition, the nursing facility's appraised value must be reduced by the histolical cost of
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capital asset disposals or applicable credits such as public grants and insurance proceeds. capital

asiet additions and disposals must be reported on the nursing facility's annual cost leport in the

r.eporting year of acquisition ol clisposal. The incremental increase in the nursing facility's rental rate

reiulting from this annual adjustment shall be added to the nursing facility's property-related payment

rate for the rate year following the reporting year.

Section 16.1376 Refinancing Íncentive'

A. A nursing facility that refinances debt after May 30, 1992, in order to save in intefest

expense payments ás detenrined in subitems (l) to (5) may be eligible for the refinancing incentive

under this Section. To be eligible for the lefinancing incentive, a nutsing facility rnust notif, the

Commissioner in writing of such a refinancing within 60 days following the date on which the

refinancing occurs. Ifthe nursing faciliiy meets these conditions, the Commissioner sliall determine

the refinancing incentive as in subitems (1) to (5).

(l) Compute the aggregate amount of intelest expense, including afiroftized issuance

and financing costs, remaining on the debt to be lefinanced, and divide this amount by the number of
yeals remaining for the term ofthat debt

(2) Compute the aggregâte amount of interest expense, including amortized issuance

and financing costs, for ihe new debt, and divide this amouÍìt by the number ofyears for the tetm of
that debt.

(3) Subtract the amount in subitem (2) fi'om the amount in subitem (l ), and multiply

the amount, ifpositive, by .5.

(4) The amount in subitem (3) shall be divided by the nursing facility's occupancy

factor under Section 16.090, itelns C ol D'

(5) The per diern amount in subitem (4) shall be deducted ftom the nursing facility's

propedy-related payment mte for three full late years following the rate year in which the refinancing

occurs.' For the fourth full rate year following the rate year in which the refinancing occut's, and each

rate yeaf thereafter., the per.diem amount in subitem (4) shall again be deducted from the nursing

facility's propefty-related payment rate.

B. An increase in a nursing facility's debt for costs in Section 16.1375, ilem B, subitem (2)'

including the cost ofrefinancing the issuance or financing costs ofthe debt refinanced resulting from

refinancing that meets the conditions ofthis section shall be allowed, notwithstanding Sectiolì

16.050, item A, subitem (6).

c. The proceeds ofrefinancing may not be used for the purpose of vr'ithdrawing equity from

the nursing facility.
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D. Sale ofa nursing facility under Section 16.1371 shall terrninate the payment ofthe
incerrtive payments undel.fhis section effective the date provided in Section 16.1371, item F, for the

sale, and the full amount ofthe tefinancing incelltive in item A shall be implemented.

E. Ifa nulsing facility eligible under this section fails to notify the Commissioner as

required, the Commissioner shall determine the full amount ofthe refinancing incentive in iten A,

anà shall deduct one-halfthat amount froln the nursing facility's propelty-related payment late

effective the first dây ofthe month following the month in which the refinancing is completed. For

the next three full rate years, the Cotnmissioner shall deduct onelalf the amount in ítem A, subitem

(5). The lemaining per díern anìount shall be deducted ín each rate yeal thereafter.

F. The Con.rmissioner shall reesfablish the nursing facility's rental rate following the

refinancing using the new debt and interest expense infoliration for the purpose of measut ing future

incremental rental increases.

SECTION l6.l 377 Special property râte setting.
For rate periods begintring on octobe r 1, 1992, atid for rate years beginning after June 30, 1993, the

property-relâted paynìent rate for a nufsing facility approved fot'total leplacement under the

moiatorium exception process tlirough an addition to another nursing facility shall have its

propelty-related râte under Section l6.l 370 recalculated using the greater of actual resident days or

iì0 per.cent of capacity days. This rate shall apply until the nursing facility is replaced or until the

moratorium exception authol'ity Iapses, whichever is sooner.

SECTION 16.1378 Indexing thresholds. Beginning January 1, 1993, and each January I thefeafter,

the commissioner shall annually update the dollar thresholds in Sections 16.1373, and 16.1374, by

the inflation index referenced in Section 16.090, item A, subitem (4).

SECTION 16. 138 Plant and maintenânce costs. Fof the rate years beginning on or after July I,
1987, the Department shall allovv as an expense in the reporting year of occurrence the lesser ofthe
actual allowáble plant and maiftenance costs fol supplies, minor equipment, equipment repairs,

building repairs, purchased services and service contracts, except for arms-length service contracts

whose primary purpose is supervision, ol'$325 per licensed bed.

SECTION 16.140 Determination of interim ând settle-up payment rates. The Deparhent shall

determine interim and settle-up payment râtes according to items A to J.

A. A newly-constructed nursing facility, or one with a capacity inct'ease of50 percent or

more, may submit a written application to the Depaltment to receive an interim payment rate. The

nursing facility shall submit cost repolts and other suppolting information as rcqui|ed in Sections

L000 to 19.050 for the reporting yeaÌ in which the nursing facility plans to begin operation at least
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60 days before the first day a resident is adrnitted to the newly-constructed nursing facility bed. The

nursiág facility shall state the reasons for noncompliance with Sections L000 to l9.050 The

effectiie date tf the interiln payment rate is the earlier of eithel the first day a resident is admitted to

the newly-constructed nulsing îacility or the date tl'ìe nursing facility bed is cenified for medical

assistance. The intefim payment rate for a newly-constl ucted nursing facility, or a nursing facility

with a capacity increase of 50 percent or nlore, is cletermined under items B to D'

B. The interim payment rate must not be in effect more than l7 months. when the intetim

payment rate begins belween May I and septe rber' 30, the nursing facìlity shall file settle-up 
-cost

ieports for the pãriod fr.om the beginning ofthe interim paymentrate through September 30 ofthe

foilowing year. when the interim payment late begins between october I and April 30, the nursing

facility shiì file settle-up cost lepoÉs for the peliod from the beginning ofthe interirn payment rate

to the flrst September' 30 fbllowing tlie beginning ofthe interim payment rate

c. The interim payment rate for a nufsing facility which commenced construction pfior to

July 1, 1985, is determiÀeã uncler the telnporary rule then in effect, except that capital assets must be

classified under Sections 1.000 to 19 050.

D.Theinter.impl.operty-relatedpaymentlatefofânursirrgfacilitywhichcommences
construction after June 30, 1985, is determined as follows:

( I ) At least 60 days before the first day a resident is admitted to the newly-

constr.ucted nursing facility bed and upori receipt of written application from the nursing facility, the

Department shall 
"-.tublirh 

th" nursing facility's appraised value accofding to Sections 16.010 and

16.040.

(2) 'l'he nursing facility shall project the allowable debt and the allowable interest

expense accordíng to Sections 16.050 and 16 070.

(3) The interim building capital allowance must be determined under Section 16.080

or 16.090.

(4) The equiprnent allowance during the interim pefiod must be the equiprnent

allowance compìied in aócoidance with Section 16.100 which is in effect on the effective date ofthe

interim propefty-related payment rate.

(5) The intefirn property-related payment rate must be the sum of subitems (3) and

(4)

(6) Anticipated resident days may be used instead of 95olo percenf capacity days'



STATE: MINNESOTA
Effective: January l, 2019

-01, l6-04,l5- 10,14- I 3,

l 0- 1 5, l 0-1 3,09-26,08- I

ATI'ACHMENT 4.1 9-D (NF)
Page I l5

13 -16,12-23,12-t s,12-l l,1 1 -26,1 1 -17,1 1

Ii;,'i-'i JuN 24 zore

Supersedes: 17 -26 (17 -16,17
13,1l-08,10-25, 8,08- l 5,07- r 0,07 -07,06-13,05 - l4)

E. The settle-up propefty-felated payment rate and the propeúy-related paymetit rate for the

nine months following ihè settle-up for a nursing facility which commenced construction before July

I , 1985, is determined under the temporary rule then in effect. The pfoperty-related payment rate fol
the rate year beginning July 1 following the nine-month period is determined under Sections 16 000

to 16.140.

F. The settle-up ploperty-telated payment late for a nursing facility which commenced

construction aftel'June 30, 1985, shall be established as follows:

(l) The applaised value determined in item D, subitem (l) rnust be updated in

accordance with section 16.020, item B prorated for each tate year, or pottion ofa rate yeat, included

in the intelirn payment rate period.

(2) The nursing facility's allowable debt, allowable interest rate, and allowable

interest expense for the interim rate period shall be computed in accol'dance wiih Sections 16.050,

16.0ó0, and 16.070.

(3) The settle-up building capital allowance shall be determined in accordance wìth

Section 16.080 or 16.090.

(4) The equipment allowance shall be updated in accordance with Section 16'100

prorated lor each;ate year', or porlion ofa fâte year, included in the intelim paynrent rate period.

(5) The settle-up propelty-related payment rate must be the sum of subitems (3) and

(4)
(6) Resident days may be used instead of 95olo percent capacity days'

G. The prnperty-related payment rate for the nine months follo\.ving the settle-up for a

nursing facility which commenced construction after June 30, 1985, shall be established in

accordance with item F except tllat 95% percent capacity days must be used'

H. Tlìe propefty-felated payment ïate for the rate year beginning July I following the nine-

month peliod in item G must be detel'mined under this section.

L A newly-constructed nursing facility or one with a capacity increase of 50 percent or more

must continue to receive the interim propefty-related payment rate until the settle-up propefiy-related

payment rate is determined under this section.

J. The interim real estate taxes and special assessments payment rate shall be established

using the projected real estate taxes and special assessments cost divided by anticipated lesident days.
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The settle-up real estate taxes and special assessments payment rate shall be established using the

real estâte taxes and special assessn.rents divided by resident days. The real estate and special

assessments payment rate fol.the nine months following the settle-up shall be equal to the settle-up

real estate taxes and special assessments paylnent rate.

SECTION 17.OOO PAYMENT FOR REAL ESTATtr TAXES AND SPECIAL
ASSESSMENTS

The total l€al estate taxes and actual special assessments and payments permitted under Section

5.000, item CC must be divided by actual resident days to compute the pâyment rate fol'real estate

taxes and special assessments. Special assessments are reimbursed as paid by the facility except that

facilities that incur special sewer assessments as part of tlìeir utility bill may leclassify that amount to

the real estate tax and special assessment cost category. Real estate taxes are reimbursed based on

the r€al estâte tax assessed for the calendar yeal following the reporting year and are adjusted to
account for the difference between the tax year and the repofting yeal in which the taxes arc due.

This adjustment is equivalent to % the increase or decreâse in the property tax liability ofa facility.
The Commissioner shall include the reported actual ol payments in lieu ofreal estate tâxes ofeach
nursing facility as an operating cost ofthat nursing facility. Allowable costs under this subdivision

for payments nade by a nonprofit nursing facility that are in lieu of real estate taxes shall not exceed

the amount that a nursing facility would have paìd to a city or township and county for fire, police,

sanitation an road maintenance costs had real estate taxes been levied on that property for those

purposes.

SECTION 17.010 Paynent for long term care consultation fees. Until September'30, 2013,fhe
estimated annual cost of screenings for each nursing facility are included as an allowable opemting

cost for reimbursement pulposes. The estimated annual costs repoÉed are divided by the facility's

actual resident days for the cost report peliod. The resulting per diem amount is ìncluded in the

calculation ofthe total payment l ate under Section 18.000. However, these costs are not included in

the calculation ofeither the care related or other operating cost limits, nor are tlìey indexed to account

for anticipated infl ation.

SECTION 17.020 Payment for increase in Department of Health license f€es. A nursing

facility's case mix paymel'ìt rates include an adjustment to include the cost of any increase in

Minnesota Deparlment of Health licensing fees for the facility taking effect on or after July l, 2001.

SECTION 18.OOO COMPUTATION OF TOTAL PAYMENT RATE

SECTION 18.010 Total payment rate. The total payment rate is the sum ofthe operating cost

payment rate (including any efficiency incentive calculated under Sections I 1.030 and I I .040, and

the preadmission screening cost per diem calculated under Section 17.010), the property-related

payment rate, and the real estate tax ând special assessments payment rate. The total payment ¡ate
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becolnes effective on July I ofthe rate year following the repofting year.

SECTION 18.020 Private payment rate limitâtion. The total payment fate must not exceed the

rate paid by private paying residents fol similar services for the same period. The private payment

rate iinritaiion shall not apply to l'etloactive adjustments to the lotal payment rate unless the total

payment rate being adjusted was subject to the private pâyment rate l¡mitation.

SECTION 18.030 Private room payment rate. A private loom paymelìt rate of I 15 percent ofthe
established total payment rate for a resident must be allowed ifthe ¡esident is a medical assistance

r.ecipient and the pl.ivate room is considered as a rnedical necessity fol the lesident or others who are

affetted by the resident's condition except as in Section 16.110, item C. Effective October 1,2009,

the private room payment fate is I I 1.5 pelcent ofthe total payment rate. condítions requiring a

private room must be detennined by the resident's attending physician and submitted to the

àepartment for approval or denial by the Department on the basis ofmedical necessity'

SECTION 18.040 Adj ustment of total pâyment rate. lfthe Department finds nonallowable costs,

errors, or omissions in the nursing facility's historical costs, the nursing facility's affected total

pâyment râtes must be adjusted. Ifihe adjustment results in an underpayment to the nursing facility,

ihe Department shall pay to the nursing facility the underpayment amount within 120 days of written

notificàtion to the nursirìg facility. If the adjustment rcsults ill an overpayment to the nursing facility,

the nursing facility shall pay to the Depaúment the entire overpayment within 120 days ofreceiving

the written notification fiom the Depaftment. Interest charges must be assessed on undelpayment or

overpayment balances outstanding after' 120 days written notification ofthe totâl payment Iate

determination.

If an appeal has been filed under Section 19.000, any payments owed by the nursing facility ol by the

Department must be made within 120 days of wfitten notification to the nursing facility ofthe
Deparlment's ruling on the appeal. Interest chal'ges must be assessed on balances outstanding aftet'

l2ò days of written notification ofthe Department's ruling on the appeal. The annual interest rate

chargeá rnust be the rate charged by the Commissioner ofthe depaltment ofrcvenue for late payment

oftaxes, which is in effect on the l2lst day after the written notification.

SECTION I9.OO() APPEAL PROCEDURES

SECTION 19.010 Scope. A provider may appeal lrom a determination ofa payffrent rate established

pursuant to this attachment and reimbursement rules ofthe Depaftment ifthe appeal, ifsuccessful,

would lesult in a change to the provider's payment rate or to the calculation of maximum charges to

ther.apy vendors under Section 22. 130. Appeals r¡ust be frled in accordance with procedures in this

section.

SECTION 19.020 Filing an appeal. To appeal, the pfovider will file with the Department â wlitten
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notice of appeal; the appeal must be postmarked or received by the commissioner within 60 days of

the date of publication printed on the notice updating payment rates. The nqtice ofappeal must

sp""ifu ea"ir disputed iiem; the reason for the dispute; the total dollal amount in dispute for each

.epalat" disallo*ance, aJlocation, ol adjustment ofeach cost item or part ofa cost item; the

computation that the provider believes is coffecu the authofity in statute o[ rule upon which the

provìder.relies foL eaåh disputed item; the name and add.ess ofthe person ot firm with whom

contacts rnay be made regar.ding the appeal; and other information required by the comnrissioner.

SECTION 19.030 Contested case procedures appeals review process, Effective August l, 1997,

the following apply.

A. Effective for desk audit appeals for rate years beginning on or aftel July l, 1997, and

for field audit appeals filed on or after.that date, the commissioner shall Ieview appeals and issue a

written appeal d"termination or.t each appeals item within one year ofthe due date ofthe appeal'

upon mutral agr.eement, the commissionel and the provider ffray extend the time foÍ issuing a

JJtennination io, u rp."ifi"d period. The Comlnissìonet shall notifl the provider by first class mail

of the appeal determination. ihe appeal determination takes effect 30 days following the date of
issuance specified in the determinatioll.

B. ln reviewing the appeal, the Commissionel. may request additìonal written or oral

information from the provider. Túó plovidel has the right to present information by telephone, in

writing, or. in person óoncerning the ãppeal to the Commissioner prior to the issuance of the appeal

determ'ination within six rnonthi of tlie date the appeal was received by the Commissioner' Wfitten

requests for confefences nust be submitted separately from the appeal letter. Statements male 
.

duiing the review process are not admissible in a contested case hearing absent an express stipulation

by the parties to the contested case.

c. For an appeal item on which the provider disagrees with the appeal determination, the

provider may file with tilå Commissioner a written demand for a contested case hearing to detetmine

ihe proper ,ásolution ofspecified appeal items. The demand must be postmarked or received by.the

CoÅmissioner within 30 days of the date of issuance specified in the detetmination A contested

case demand for an appeal item nullifies the wr.itten appeal determination issued by the

Commissioner for that appeal item. The Conrmissioner shall lefer any contested case demand to the

Office ofthe AttorneY Genelal.

D. A contested case hearing must be heard by an administrative law judge ln any

proceeding under this section, the appealing party must demonstrate by a preponderance ofthe

àvidence that the determination of a payment rate is incortect'

E.Regar.dlessofanyrateappeal,therateestablishedmustbet]ìefatepaidandmust
remain in effect unìil final resolution ofthe âppeal or subsequent desk or field audit adjustment.
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F. The Commissioner has discretion to issue to the provider a proposed Iesolution for
specified appeal items upon a request from the providef filed separately from the notice ofappeal.

The proposed resolution is final upon written acceptance by the providel within 30 days ofthe date

the ploposed resolution was lnailed to or personally leceived by the plovider', whichever is earlier.

G. Effective August 1, 1997, the Commissionef may use the ptocedures desclibed in this

section to resolve appeals filed before July 1,1997

SECTION 19.040 Attorney's fees and costs.

A. For an issue appealed undet'section 19.010, the prevailing party in a contested case

proceeding or, ifappealed, in subsequent j udicial rcview, Íìust be awarded reasonable attortrey's fees

and costs incurred in litigating the appeal, if the prevailing party shows that the position ofthe
opposing party was not substâÍìtially justified. The procedules lor awarding fees atìd costs set foÍh
in stâte law legarding procedures for award of fees in contested cases must be followed in

determining the prevailing party's fees and costs except as otherwise provided in this section. For

purposes of this section, "costs" means subpoena fees and rnileage, transcript costs, coult repofter

ieei, witness fees, postage and delivery costs, photocopying and printing costs, amounts charged the

Commissioner.by the oflÌce of administl'ative hearings, and direct adl¡inistrative costs ofthe
Depaltment; and "substantially justified" means that a position had a t'easonable basis in law and fact,

based on the totality ofthe circumslances prior to and during tlìe contestecl case ploceeding and

subsequent review.

B. When an awatd is made to the Department under this section, attorney fees mìlst be

calculated at the cost to the Depafiment. When an award is made to a provider under this section,

attomey fees tnust be calculated at the rate charged to the provider except that attorney fees awarded

must be the lesser ofthe attorney's nonral hourly fee or $ 100 per hour.

C. In contested case proceedings involving more than one issue, the administrative law judge

shall determine what poltion of each party's attorney fees and costs is related to the issue or issues on

which it prevailed and for which it is entitled to an award' In making that determination, the

administrative law judge shall consider the amount of time spent on each issue, the pt ecedential value

ofthe issue, the complexity, ofthe issue, and other factors deemed appropriate by the administrative

law judge.

D. When the Department prevails on an issue involving more fhan one provider' the

administrative law judge shall âllocate the total amount of any award for attorney fees and costs

among the providers. ln determining the allocation, the administtative law judge shall consider each

provider's monetary interest in the issue and other lactors cleemed appropriate by the admìnistrative
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law judge.

E.Attomeyfeesandcostsawal.dedtotheDepaltlnentfol.proceedingsunderthissection
must not be reported or treated as allowable cosis on the provider's cost lepoft'

F. Fees and costs awarded to a provider for proceedings undel this section must be

reimbursed to them within 120 days ofihe final decision on the award of attorney fees and costs

G. Ifthe provider fails to pay the awarded attorney fees and costs within 120 days ofthe

final decision on ihe awal.d of âtto;n;y fees and costs, the Department may collect the amount due

i¡i"rgr1 
""y 

method available to it foi the collection of medical assistance overpayments to ploviders'

Interãst charges Írìust be assessed on bala'lces outstanding after 120 days ofthe final decision o¡ the

award of attoiney fees and costs. The annual interest rate charged tnust be the rate cha'ged by the

commissioner of revenue for late payment of taxes that is in effect on the l2 I st day after the final

decision on the award of attorney fees ancl costs'

H.AmountscollectedbytheCommissionerpursuanttothissectionmusthedeemedtobe
tecoveLies.

L This section applies to all contested case proceedings set on for hearing by the

commissioner on or aftei'April 29, lggg, regardless ofthe date the appeal was filed.

SECTIoNlg.050Legalandrelatedexpenses.Legalandrelatedexpensesforunresolved,
challenges to decisioni by governrnenÞl ãgencies shall be separately identified.and.explained on the

;;;"id"i, cost r.eport for eJch year in w6ich the expenses are incutted. When the challenge is

iesolved in favor'ofthe goverrrmental agency, the provider shall notify the Depâftment ofthe extent

to which its challeng" *ã, ,nru"""rrfuior the cost report filed for the reporting year in which the

"ttuli"ng" 
*ur resolied. In addition the provide. shall inform the Depaúment ofthe years in which it

claimeilegal and r.elated expenses and tire amount ofthe expenses claimed in each yeal relating to

tl.r" unru""ãrrtul challenge. The Department shall reduce the provider's medical assistance late in the

.ulr"q*nt,ut" y"ar by t-he total amount claimed by the provider for legal and related expenses

incun'åd in an unsuccessful challenge to a decision by a governmental agency'

SECTION 2O.OOO SPECIAL EXCEPTIONS TO THE PAYMENT RATE

Section 20.010 swing beds. Medical assistance must notbe used to pay the costs of nut'sing care

provided to a patient in a swing bed unless:

A.Tliefacilityinwhichtheswingbedislocatediseligibleasasolecommunity
provider, as defined in 42 CFR $412.92.
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B. As ofJanuary l,2004, the facility in which the swing bed is located had an

agreement with the Department to provide medical assistance swing bed sewices. This exception

applies to swing bed selvices provided on or after July l, 2005.

C. The facility is a public hospìtal owned by a governmental entity with 15 or fewer

licensed acute-care beds.

D. Nursing facility care has been recommended for the pelson by a long-term care

consultation team.

. E. The person no longer requires acute-care services

F. No nursing facility beds are available within 25 miles ofthe facility'

G. Medical assistance also covers up to ten days ofnursing care provicled to a patient ín a

swing bed if: ( I) the patient s pliysician certifies that the patient has a terminal illness or condition

that i; likely to result in death within 30 days and that moving the patient would not be in the best

inter.est ofihe patient and patient's family; (2) no open nursing home beds a|e avaìlable within 25

miles ofthe faôility; and (3) no open beds are available in any Medicare hospice program within 50

miles of the facility.

The daily medical assistance payment rate for nursing care for a person in a swing bed is the

statewidl average medical asiistance skilled nursing care per diern as computed annually on July I of

each year.

SECTION 20.020 Negotiated rates for services for ventilator-dependent persons. A nursing

facility may receive a ñegotiated payment rate to ptovide services to a ventilator-dependent person if:

A. Nursing facility care has been recomlnended for the person by a long-term care

consultation team.

B. The person has been hospitalized and no longer requires, inpâtient acule care hospital

services.

C. Necessaty services for the person cannot be provided under existing nursing

facility rates.

A negotiated adjustment to the operating cost payment rate for a nursing facility must reflect only the

addiiional cost ðf meeting the specialized care needs of a ventilator-dependent person based on

documentation of supplies used and tilne spent on caring for the resident, up to the maximum rate

described below. Foi persons who are initially admitted to a nursing facility before July l, 2001, and
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have their paymetrt rate negotiated after July l, 2001, the negotiated payment râte must not exceed

ióO p".""nt ãf rn" highest ÞUGs rate. Fol persons initially admitted to a facility on or after July I ,

200i, the negotiated payment rate rnust not exceed 300 percent of the highest RUGs rate The

a¿jusiment tíay ¡e nègåtiated with a resídent who is ventilator-dependent, fo¡ that ¡esident.

Effective July 1,2007, or upon opening a unit ofat least ten beds dedicated to cale ofventilator-

dependent pérsóns, whichever is later, the oper.ating payment rates for residents meeting the

ventilator.-åependeirt critèria above in A-C, ìn a nursing l'acility in Waseca county that on February l,
2007, was licensed for 70 beds and reimbulsed under Sections 1.000 to 22.000 or pursuant to Section

22.000, shall be 300 percent ofthe facility's highest RUG rate'

SECTION 20.025 Special payment rates for short-stay nursing facilities. Fof the rate yeaf

begi¡ning on or afí"r: tuly t , lô93, a nursing facility whose average length of stay fo. the preceding

,.p"Jiríy"u" is ( I ) less r¡an 180 days; or. (2) less than 225 day_s_ in a nursing facility with more than

:iS ticeise¿ beds must be reimbursed for allowable costs up to 125 percent ofthe total care-related

limit and 105 pefcent of the other-operating-cost limìt for hospital-attached nursing facilìties. A

nursing facility that received the benefit of this limit duling tlre late yeaL beginning July l, 1992,

continies to réceive this rate during the late year beginning July l, 1993 even if the nursing facility's

lengfhofstayismorethanlS0daysintherateyearssubsequenttothefâteyeafbeginníngJuly1,
tSSi. po, pirpores of this section a nursing facility shall compute its avefage length of stay by

ãiviaing tnå nurring facility's actual residett days for the reporting year by the nursing facility's total

resident discharges for that l€poúing yeâr'

sECTION 20.026 Interim closure paym€nts for nursing facilities designatetl for closure under

anapprovedclosureplanandspecialrâteâdjustmentsfornursingfacilitiesremainingopen
on¿Ë. un approved cl,osure plan. Instead of payments pul.suant to Sections 1.000 to 2l .000 or

pursuant to ìhe prospective rate-setting methodology in Sectior 22'000, the Depariment ¡nay approve

ä clorure plan oì u phased plan, per.tnitting cettain nursing facilities to rcceive interim closure

payments or special rate adjustments

A. For the purposes ofthis section, the following have the meanings given'

(1)"Closul'eplan"meansasystemtocloseoneormorenursingfacilitiesand
reallocate the reìulting savings to provide special rate adjustments at other nu.sing facilities. A

"io.ur" 
plun ruy be sibnritteã by nursing facilities that a'e owned or operated by a nonprofit

"orporuiion 
o*ni,rg or operatingmo te lhan 22 nursing facilities' Approval ofa closuteplan expires

iA inonttrs aft"r ap-p.oua-I, unlesi commencement of closure has occurred at all nursing facilities

designated for closure under the plan.

(2) "Commencement ofclosure" means the date the Department ofHealth is

notified ofa planned closure, as palt of an approved closure plan
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(3)..Completionofclosure''meansthedatethefinalresidentofafacility
designated for cìosure in a closure plan is discharged, or the date olì which beds from a partial

closure ate delicensed and decertified.

(4)..Intet'imclosurepayments''meansthemedicalassistancepaymentsthatmay
be rrade to a nuìsíng facility designated for closure in an approved closute plan'

(5)..Phasedplarr,'meansaclosuteplanaffectingrr-rorethanorrenursingfacility
undergoing closure that is commenced and completed in phases

(6)..Speciall.ateadjustmerrt',meansanincreaseinanursingfacility,soperating
rates. The speciaí rate adjustment for åch facility will be allocated proportionately to the various

rate per diems included in that facility's operating rate'

B. The Depaltment will not approve a closure plan or a phased plan unless itdetermines

ttrat pro¡ctea ,tui" ruuing, 
"quul 

or exceeà'projected state and county government costs' including

facility costs during the cìosuie per.iod, the estimated costs ofspecial late adjustments, €stimated

resident relocation costs, the cost of seivices to relocated residents, and state agency administrative

cosìs relatlue to the plan. To achieve cost neutrality, costs may only be offset against savings that

o""u, *ittrin tt'r" .ume ,tat" fiscul year. For purposes of a phased plan, the requirement that costs

lnuri not .*"""¿ ,avings applies tó both the åggi.egate costs and savings ofthe plan and to each phase

ofthe plan.

C. lnterim closure payments. To pay intelim closure payments' the Department will:

(l)Applytheintedman(lsettle-uprateplovisionsofsectionl2.000toinclude
facilities covereà un¿er tttis iection, effective from commencement of closul'e to completion of

closure;

(2) Notwithstanding Section l6'140, item B, extend the length ofthe interim

period, but no longer than l2 months;

(3) Limit the amount ofpayable expenses related to the acquisition ofnew capital

assets;

(4)Pr.ohibittheacquisitionofadditionalcapitaldebtorrefinancingofexisting
capital debt unless pt'io| approval is obtained froÍì the Depaltment;

(5)Establishastheaggregateâdministfativeopel.atingcostlimitationforthe^
interim pe'iod tÀe actual aggregate âdrniriiitrative operating costs for the period immediately before
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commencement ofclosure that is ofthe same duration as the interim period;

(6) Requile the retention offinancial and statistical recotds until it has audited the

interim period and the settle-up rate;

(7) Make agglegate payments under this section for the interim peliod up to the

level ofthe agglegâte payments for the period irnmediately before to comlnencement ofclosure that

is ofthe same duration as the ìnterim peliod; and

(8) Change any otlter provision to which all parties to the plan agree'

D. As part ofa phased plan, a nursing facility may receive a special rate adjustment The

special rate adjustment may be received under more than one phase ofthe closure plan, and fhe cost

savings from the closure of the nursing facility designated for closure may be applied as ali offset to

the subsequent costs ofmore than one phase ofthe plan. ìf a facility is ploposed to receive a special

rate adjustment or provide cost savings undel Íìore than one phase ofthe plan, the ptoposal must

describe the special rate adjustûìents ol cost savings in each phase ofthe plan.

(l) The special rate adjustmeÍìt is effective no earlier than the first day ofthe
month following completion ofclosure ofall nursing facilities designated fot'closure under the

closure plan.

(2) For purposes ofa phased plan, the special rate adjustment for each phase is

effective no earlier than the first day ofthe month following completion ofclosure ofall nursing

facilities designated fot'closure in that phase ofthe plan.

SECTION 20.027 Planned closure rate adiustments under an approved closur€ plan. Betweell

August l, 2001, and June 30, 2003, the Depaltment may approve planned closures of up to 5,140

nursing facility beds, less the number of beds delicensed in facilities during the same period without
approved closure plans or that have notified the M innesota Depattment of Health of their intent to

close without an approved closute plan. Beginning July 1,2004,the Depaftment may negotiate

planned closures only ifthe proposals ale budget neutral to the state.

A. For the purposes oftltis section, the following have the meanings given.

(l) "Closure" means the cessation ofoperations ofa facility and delicensurc and

deceltification ofall beds within the facility.

(2) "Closure plan" means a plan to close a faciìity and reallocate a poúion ofthe
resulting savings to provide planned closure rate adjustments at other facilities. A closure plan is

submitted to the Depaltment by a facility. Approval ofa closure plan expires l8 months after
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approval, unless comntencement ofclosule has begun.

(3) "CoÍìmencement ofclosure" means the date on which t'esidents and

designated represåntatives are notified ofa planned closule as paú ofan approved closure plan.

(4) "Cornpletion ofclosure" means the date on which the final resident ofa

facility designaòá for closure in an approved closure plan is discharged, or the date on which beds

from a padial closure are delicensed and decertified.

(5) "Padial closure" means the delicensure and decertification ofa portion

ofthe beds within the facilitY.

B. Closure rate adjushnent calculation. The Depaftlnent will calculate the planned

closure rate adjustment according to the following:

(l) the amount available is the net reduction ofnursing facility beds nrultip.lied by

$2,080 for planned closure rate adjusbnents negotiated or effective before March l, 2006. Beginning

tr¿árcn t, ZôOe, tne amount available is the net teduction ofnursing facility beds rnulitiplied by a

negotiated closure rate adjustment factor. For planned closures appt oved after June 30, 2009, a.per-

beã amount of$2,080 is ãllowed lor a nursing faciÌity planned bed closure and the rate negotiation

process is elimináted. Between November 1, 201 l, and June 30,2013, applications will notbe

accepted for planned closure rate adjustments.

(2) the total number ofbeds in the facility or facilities leceiving the planned

closure rate adjustment are identified;

(3) capacity days ale determined by multiplying the number determined under

clause (2) by 365; and

(4) the planned closure rate adjustment is the amount available in clause (l ),

divided by capacity days deterrnined under clause (3).

c. A planned closur.e rate adjustment is effective on the fifst day ofthe month following

completion ofclosure ofa facility designated for closure in the application and becomes part ofthe

facilìty's external fixed payment rate. Effective for closures occurring after August l, 20 17, a

planned closure rate adjustment is effective on the lÌrst day ofJanuary or July, whichever occurs fitst'

following the day on which closure ofthe facility is completed'

D. A facility or facilities paid pul.suânt to this Attachment with a closure plan may assign a

closute rate adjusûnent to anotli"i facility ol lacilities that are not closing or, in the case of partial

closure, to theiacility undertaking the partial closule. A facility may also elect to have a closuLe rate

'+tl},?'4 
îglf' 

' 
1,t6-04,,
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adjustrnent shared equally by the five nulsing facilities with the lowest total operating payment rates

in the state development region in which the facility that is closing is located

Facilities that delicense beds without a closure plan, or whose closule plan is not approved by the

Depaúment, may assign a planned closure late adjustment (including assigning the amount calculated

under ítem B to themselves) if:

(1) they are delicensing no nrote than five beds, or less than six percent of
their total Iicensed bed capacity, whichever is gteater;

(2) ale locatecl in a county in the top three qualtiles of beds peL 1,000

persons aged 65 or older'; and

(3) have not delicensed beds in the prior three months.

If a facility delicenses six or more beds, or six percent or more of its total licensed bed capacity,

whichever is greater, and does not have an approved closure plan or is not eligible for the adjustment

calculated in item B, the Depafinìent calculates the amount the facility would have been eligible to
assign and uses this amount to provide equal rate 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 is eligible for any other rate

adjustments under this Attachment.

G. A facility that receives a planned closure rate adjustment may reassign it to
another faciÌity that is under the same ownelship at any time within three years of its effective date.

The amount ofthe âdjustment is computed according to item B.

H. Ifthe per bed dollar amount specified in item B, subitem (l) is increased, the

Depaltrnent will lecalculate planned closure rate adjustments for facilities that delicense beds to

reflect the increase in the per bed dollar arnount. The recalculated planned closure rate adjustment is

effective from the date the per bed dollar arnount is increased. The removal of the limit in item B,

subitem ( l) does nol constitute an increasc.

I. Upon the request ofa facility that is completely ceasing operations, the Depaltment

may increase the total payment rates ofthat facility by 50%. This rate increase is to reimburse

relocation costs or other costs related to facility closure, may be in effect for up to 60 days, and

cannot begin until the number of residents in the closing facility is less than or equal to 90% of its
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licensed capacity.

J. After a facility that elected a 50 To rute increase under paragraph I has ceased

operations, the Department will delay the implementation ofa closule rate adjustn.ìent computed

under puragraphs À. to H. to recover the Medicaid-related costs ofthe rate inclease given under

paragraph l.

K. A planned closure rate âdjustment shall be approved fot an eight-bed facility in Big

Stone County for reassignment to a 50-bed facility within the county.

SECTION 20.030 Facility serving exclusively the physicalty handicapped. Nulsing facilities that

serve physically liandicapped indivìduals and which have an average length of stay of less than one

y"ut ui" iiroit"á to I 40% of the other-operating-cost lin.rit for hospital attached nursing facilities.
-Other 

facilities ser.ving physically handicapped individuals but whose average length of stay is not

less than one year have a limit of 105 percent of the appropriate hospital attached limit.

SECTION 20.035 Hospital-âttâched nursing facilities, A hospital-attached nulsing facility shall

use the same cost allocation plinciples ancl methods used in the leports filed for the Medicare

progfam.

A hospital-attached nursirrg facility is a facility which rneets the criteria in items A, B, or c.

A. A nur.sing facility recognized by the Medicare Pfogram to be a hospital-based nursing

facility for pur.poses of being subject to highel cosi limits accorded hospital-attached nursing

facilities undel the Medicare Program is a hospital-attached nursing facility'

B. A nursing facility which, prior to June 30, 1983, was classified as a hospital-attached

nursing facility under Minnesota Rules, and which has applied for hospital-based nursing facility

status ;nder the Medicare program during the repofiing year or the nine-month period following the

nursing facility's reporling year, is considered a hospital-attached nursing facility for the fate yeaf

following the r.eporiing year or.the nine-month period in which the facility made its Medicae

application.
(l) The nulsing facility must fìle its cost repoft or an amended cost repolt for that

reporting year before the following late year using Medicare principles and Medicale's

,""o**énd"d.ort allocation methods had the Medicare Ptogram's hospital-based nulsing facility

status been granted to the nursing faciliiy.

' (2) Ifthe nursing facility is denied hospital-based nulsing facility status under the

Medicare Program, the nursing facility's payment rates fol the rafe years the nursing facility was

considered to be a hospital-attached nursing facility pursuant to this paragraph shall be recalculated

treating the nursing facility as a nonJrospital-attached nursing facility.
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C. The sulviving nursing facility ofa nonprofit or communify operated hospital-attâched

nursing facility which suspended operatior, ofthe hospital is consideted, at the option ofthe facility,
a hospital-attached nursing facility for'five subsequent rate years. In the fourth year the facility will
receive 60 percent of the difference between the hospital-attached limit and the freestanding nursing

facility limit, and in the fifth year the facility will receive 30 percent ofthe difference

D. For rate years beginning on or aftet July I , 1995, a nursing facilìty is considered a

hospital-attached nursing facility fol purposes of setting pâyment rates under this attachment if it
meets the above requirements, and: (l) the hospital arrd nursing facility are physically attached or
connected by a tunnel or skyway; or (2) the rrulsing facility was recognized by the Medicare Plogram

as hospital attached as of January I , I 995 and this status has been nraintained contin uously.

SECTION 20.040 Receivership.

A. The Depadment in consultation with the Depaltment of I-lealth rnay establish a

receivership fee that exceeds a nursing facility pâyment late when the Commissioner of Health or the

Commissioner ofHuman Sewices determines a nursing facility is subject to the receivership
.provisions. In establishing the receivelship fee payment, the Commissioner must reduce the

l.eceiver's requested receivership fee by amounts that the Commìssioner detetntines are included in

the nulsing facility's payment rate and that can be used to cover palt or all ofthe receivership fee.

Amounts thât cân be used to reduce the receivership fee shall be determined by reallocating facility
staff or costs that were folmerly paid by the nursing facility before the reccivership and are no longer

required to be paid. The amounts may include any efficiency incentive, allowance, and other

amounts not specifically required to be paid for expenditures ofthe nursing facility. lfthe
receivership fee cannot be covered by amounts in the nursing facility's payment rate, a receivershíp

fee payrnent shall be set accord ing to subitems ( I ) and (2) and payrnent shall be accolding to
subitems (3) through (5).

(l ) The leceivership fee per diem is detennined by dividing the annual receivership

fee by the nulsing facility's resident days from the most recent cost repoft for which the Department

has established a payment rate or the estimated resident days in the projected receivership fee period.

(2) The leceivelship fee pel diern shall be added to the nursing facility's payment

rate.

(3) Notification ofthe pâyment rate increase n'ìust meet the requirernents for the

notice to pr¡vate paying residents.

(4) The payment late in iterÌì C for a numing facility shall be effective the first day of
the month following the receiver's compliatrce with the notice conditions.
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(5) The Depaltment Ínay elect to make a lump sum payment of a portion of the

receivership fee to the leceiver or managing agent. In this case, the Depârtment and the feceivel or

the managing agent shall aglee to a lepaymellt plan.

B. Upon receiving a recommendation from the Commissioner of Health for a review of l ates,

the Commissioner shall grant an adjustment to the nulsing facility's payment l ate. The Commissioner

shall review the recommendation ofthe Commissioner of Health, together with the nursing facilíty's

cost repoft to determine whether or not tlie deficiency or need can be corrected or met by reallocating

nursing facility staff, costs, revenues, oL other tesoutces including any investments, efficiency

incentÑes, or allowances. Ifthe Commissioner determines that the deficiency cannot be corrected ot'

the need cannot be met, the Commissioner shall determine the payment rate adjustment by dividing

the additional annual costs established during the CommissioneL's review by the nursing facility's

actual tesident days fiom the most recent desk-audited cost tepofi.

c. Ifthe Department has established a receive|ship fee per diem for a nursíng facility in

receivership under item A or a payment rate adjustment under item B, the Depaftment must deduct

these receivership payments accord ing to subitems ( l) to (3).

(l) The total receivership fee payments shall be the receivership pet diem plus the

payment r.ate adjustment multiplied by the number ofresident days for the pefiod ofthe receivership.

Ifactual resident days for the receivership peliod are not made available within two weeks ofthe
Depafilnent,s wfitten fequest, the Depaltment shall compute the resident days by pfolating the

facìlity's resident days based on the nulnbe¡ of calendar days frop each pottion of the nursing

facility's reporting yeats covered by tlre receivership period.

(2) The amount determined in item A must be divided by the nursing facility's

resident days for the reporting year in which the receivelship period ends.

(3) The pel diem amount in item B shall be subtracted lrom the nursing facility's

operating cost payment rate for the rate year following the reporting year iri which the receivetship

pãriod ends. This provision applies whether ol not there is a sale or transfer ofthe nursing facility,

unless the provision of item G apply.

D. The Commissioner of Health may request the Comrnissioner to reestablish the

receivership fee payment when the original terms ofthe teceivership fee payment have significantly

changed with r.egard to the cost or duration ofthe receivership agreement. The Commissioner, in

consultation with the commissioner of Health, ntay reestablish the receivership fee payment when

the Commissioner. determines the cost or duration of the teceivership agreement has significantly

changed. The provisions ofdeveloping a receivership fee payment apply to the reestablishment

pfocess.
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E. The Commissioner of Health shall recommend to the Commissioner a review of the rates

for a nursing home or boarding cale home that pafiicipates in the Medical Assistance Program that is

in voluntary-or. involuntary reciivership, ancl that has needs or deficiencies documented by the

Departmeni of Ilealth. Ifihe Commissloner of Health determines that a review ofthe rate is needed,

the Commissioner shall provide the Commissionel of Human Services with: (1) a copy ofthe oldet'

or determination that cit¿s the deficiency 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, ot'repairs necessary to satisry the need or deficiency'

F. Downsizing and Closing nursing facilities. If the nursing facility is subject to

downsizing to clo.r..-p.o""r, during the peliod of receivel'ship, the Commissioner may |eestablish

the nursinÀ facility's páyfirent fate. The payment rate shall be established based on the nursing

facility's b-udgeteá operating costs, the receivership propefty l€lated costs, and the management fee

costs ior the ieceiveiship period clivided by the facility's estimated resident days for the same period.

The Conrmissioner of úealth and the Comniissioner shall make every effort to first facilitate the

transfer of private paying residents to alternate service sites prior to the effective date ofthe payment

rate. The cost limits aud the case mix provisions in the rate setting system shall not apply during the

poúion ofthe receivership period over which the nursing facility downsizes to closure.

G. Sale or lransfer ofa nutsing facility in receivership after closure'

( I ) Upon the subsequent sale or transfer of a nursing facility in receivership, the

Commissioner must recover any amounts paid through payment rate adjustments undel item F which

exceed the nomal cost of opemting the nursing facility. Examples ofcosts in excess ofthe notmal

cost ofoperating the nursing facility ínclude the managing agent's fee, directly identifiable costs of
the manáging agent, bonuses paid to employees for their continued employment during the

downsiziig ìã closure ofthe nursing facility, prereceivership expenditures paid by the receiver,

additional-professional services such as accouúants, psychologists, and dietitians, and other similar

costs incuried by the receivef to coÍnplete receivership. The buyer o[ transferee shall repay this

amount to the Ctmmissioner within 60 days after the Commissioner notìfies the buyer or transferee

ofthe obligation to repay. The buyer or transferee must also lepay the private-pay resident the

amount the private-pay resident paid through payment late adjustment'

(2)lfanursìngfacilitywithpaymentratessubjecttoiternF'subitem(l)islatefsold
while the nursing îacility is in receivership, the payment rates in effect prior to the rcceivership shall

be the new owner's payment rates. Those payrnent rates shall continue to be in effect until the rate

year following the räpôrting period ending on September 30 for the new owner. The repolting period

,hull, *h"n"uã1. possible, be at least five consecutive months. If the reporting peliod is less thanfive

months but moré than three Írìonths, the nursing facility's resident days for the last two lnonths ofthe

reporting period must be annualized over the reporting period for the purpose ofcomputing the
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paylnent rate for the late year following the l€pofting period.

Upon the subsequent sale or transfer ofthe nulsing facility, the department nìay recover amounts paid

through payment late adjustments under this section. The buyer or transferee will repay this amount
to the depadment within 60 days after the deparhrent notifies the buyer ol tlansferee ofthe
obligation to repay. The buyer o1 transferee must also repay the private-pay resident the amount the

private-pay

resident paid through payment rate adjustment.

SECTION 20.050 Medicare upper pâyment limit rate adiustment' [n the event that the aggregate

payment rates determinecl under this plan exceed the Medicare upper payment limit eslablished at 42

CFR S 447 .272, a rate adjustment will be determined as follows:

A. Aggregate the payment rates detelmined under this plan.

B. Determine the Medicare upper payment limit in accordance with 42 CFR 5441.272.

C. Subtract item A fiom item B.

D. If item C exceeds zero, divide the amount in item C by total statewide nursing facility
resident days during the late year in which item C exceeds zero.

E. Subtract item D froln the rate otherwise detertnined under ihis plan.

SECTION 20.060 Employee scholarship costs and training in English as a second language
(DSL).

A. For the l ate years beginning July I, 2001 and July 1,2002, the Depaltment will
provide to each nursing facility reimbursed pursuant to Sections 1.000 to 21.000 or pursuant to
Section 22.000 a scholarship per diem of $.25 to the total opelâting payment rate to be used for
employee scholarships and to provide job-r'elated training in ESL.

B. For rate yeals beginning on or after July 1, 2003, the $.25 scholarship per diem is

removed from the total opelating payment rate, ând the scholarship per diem is based on actual costs.

In calculating the pel diem, only costs related to tuition and direct educational expenses ale
permitted.

C. Effective July l, 201 5, nursing facilities that close beds may request a recalculation of
their scholalsliip rate for the remainder ofthe rate year to reflect the reduction in lesident days, when

the resulting rate adiustment is $.15 per day or greater.
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D'Effectiveoctobel.l,20l5throughDecember3l,20|T,ascholarshipperdiemofup
to $.25 will be added to the payment rate for each nursing facility without a scholarship per diem

included within their tate and now requests this increase'

SECTION 20.070 Alternative to Phase-in of Rebasing for Publicly-Owned Nursing Facilities

(a) For services delivered beginning october: 1, 201 1, nursing facilities whose physical plant is

àínJ UV a city, county, or hospitaì dístrict may enter into an^agreement with the Drepartment

io, u ñig'f,",. puy,n"nt táí" undeithis section. Until December 31,2015, nursing facilities that

"pplv 
,ñ" d" ållgiut" to select al.ì operating payment rate, for a RUG's level with a weight of

iido, up a tfr" r.aie calculated in seciion 23.150 without application of the phase-in under

,""iion z¡.roo. The rates for the other RUG's levels shall be computed as provided under

section 23.150.

(b) For services delivered between October l, 201 l, and December 31'2015' rates determined

iíAer t¡is section shall be based on the most lecent available cost report'

(c) Beginning January 1, 2016, nursing facílities whose physical plant is owned by-a city'

àinry] o. fto"tpltal district rnay selectãn operating payment rate, for a RUG's level with a

*"ijñt'of 1.00, up to the anroúnt allowable under the Medicare upper paymelt^ lirrìit. The rates

for itre other nÛô's levels shall be computed as provided under section 23' l 50

(d)The commissioner may, at any time, reduce the payments under this section based on the

àommissioner,s detenninàtion that the payments shall cause nursing facility rates to.exceed the

state,s Medicare upper payment lirnii oi any other federal limitation. lf the commissioner

determines a reduòtion is necessary, the colnmissioner shall reduce all payment rates for 
- -

farticipating nursing facilities by å percentage app^lied to tlre amount of increase they would

ith".*ir" rãceive uñder this seciion and shatl notify pa¡ticipating facilities ofthe .eductions'

i-n" p"r""ntug" would be calculated by dividing the amount over the upper paynìent limit by the

total Medicai¡ payments for the participating facilities

SECTION 20.090 Disaster-related provisions'

A. Notwithstanding a provision to the contrary, a lacility may receive payments for^expenses

,p""in"uiiy in"u,.r"d du" tJu dirurt"r. Paytnents will be based on actual documented costs for the

period during which the costs were incurred, and will be paid as an add-on to the facility's payment

rate, or as u lutp ,rt,ì payment. The actual costs paid will be reported on the next annual cost repofi

às non-allowabtà costs, iri order to avoid duplicate payment. Costs submitted for payments will be

,uUj""t io r"ui"* and ápproval by the Departnent. The Department's decision is final and not
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subject to appeal. Costs not paid in this manner may be claims on the subsequent cost lsport for
inclusion in the facility's payment râte.

B. Fol transfers of less than 60 days, the rates cont¡nue to apply for evacuated facilities and

residents are not couÍìted as admissions to facilities that admit them. The resident days related tothe
placernent ofsuch residents who continued to be billed under an evacuated facility's provider number

are not counted in the cost l'epoft submitted to calculate rates, and the addìtional expenditures are

considered non-allowable costs for fâcilities that admit victiÍìs.

C. For transfers of 60 days or more, a fonnal d ischalge/admission process must be

completed, so thât the resident becomes a Iesident of the receiving facility

D. When a person is admitted to a facility fiom the community, the resident assessment

requirement in Section 15.010 is waived. Ifthe resident has lesided in the facility for 60 days or'

more, the facility must comply with Section I 5.01 0 as soon as possible.

SECTION 20.100 Bed layaway and delicensure.

A. For rate years beginning on or after July t, 2000, a nursing facility reimbursed under

Sections 1.000 through 21.000 that places beds on layaway will, for purposes ofapplication ofthe
downsizing íncentive in Section 16.040, item G, and calculation ofthe rental per diem, have the beds

given the same effect as if the beds had been delicensed so long as they remain on layaway At the

time ofa layaway, a facility rnay change its single bed election for use in calculating capacity days

under Section I 6.1 10. The pr.operty pâyment rate increase is effective the first day of January or July,

whichever occurs fir'st, followìng the date on which the layaway ofthe beds becomes effective under

state law.

B. For rate years beginning on or after July l, 2000, notwithstanding any provision to

the contrary in section 22.000, a nursing facility leimbursed under section 22.000 that places beds

on layaway is, for so long as the beds remain on layaway, allowed to:

(l ) Aggregate the applicäble investment per bed limits based on the number of
beds 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 undel Section 16.I l0; and

(3) Establish capacity days based on the number ofbeds immediately prior to the

layaway and the number of beds after the layaway.

C. The Depaltment will increase the facility's properly pâyment rate by the inctemental
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increase in the rental per.diem resulting from the recalculâtion offhe facility's rental per diem

applying only the chaìrges resulting from the layaway ofbeds ¿nd subitems (l), (2), and (3) lfa
fàóility i"irúr6"d u¡dir Section 22.000 completes a moratorium exception project afte¡ its base

y"u., i1.," Our" y"ur propelty rate is the morato'ium project propefiy rate. The base year tate is inflated

Ly túe factors ín Section 2i.060, itelns C through F. The plopefty payment rate increase is effective

tlie first day ofthe month following the month in which the layaway ofthe beds becomes effective.

D. If a nulsing facility removes a bed f i om layaway status in accordance with

state 1aw, the Department will est;blish capacity days based on the number oflicensed and ceftified

beds in the faciliiy not on layaway and will reduce the nulsing facility's propeÚy payment rate in

accordance with item B.

E' F.ol.the rate yeal.s beginning on or after July 1,2000, rrotwithstanding any plovisìon

to the contfatf under Section 22.000, a nursing facility reimbursed under that section, with

delicensed beis after July 1,2000,by giving notice ofthe delicensure to the Department of Health

according to the notice requirements in state law, is allowed to:

(l) Aggregate the applicable investment per bed limits based on the number of
beds licensed immediately prior to entering the alternative payment system;

(2) Retain or change the facility's single bed election for use in calculating

capacity days under Section l6.l l0; and

(3)Establishcapacitydaysbasedonthenumberofbedsimmedìatelypriortothe
delicensure and the number of beds after the delicensure.

The Departmerrt will increase the facility's property payment rate by the incremental increase in the

r.ental per diern resulting fi'orn the recalculation ofthe facility's rental per diern applying only the

changås resulting fro- ih" d"li."nrr.e ofbecls and subitems (1), (2), and (3). Ifa facility reimbursed

undei section 22-.000 completes a moratorium exception project after its base year, the base year

property rate is the morat;ium project property .ate. The base yea. rate is inflated by the factors in
^s""ì¡on 

zz.ooo, items C through F. The property payment rate inctease is effective the 1Ìrst day of
the month following the month in wliich the delicensure ofthe beds becomes effective.

F. For nursing facilities reirnbur sed pu|suant to sections 1 .000 to 2l .000 or Section

22.000, any beds placed on luyu*uy are not included in calculating facility occupancy as ìt pedains

to leave days.

G. F'or nursing facilities reimbursed pursuant to Sections 1 .000 to 21.000 or Section

22.000,1he rental rate calculated after placing beds on layaway may not be less than the rental rate

prior to placing beds on laYawaY.
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H. A nufsing facility receiving a rate adjustmeÍÌt as a result ofthis section lnust not

increase nursing lacility rates for private pay residents until it notifies the rcsidents, or the persons

responsible for payment ofthe increase, in writing 30 days before the increase takes effect. No
notice is required ila rate inclease reflects a necessary change in a tesident's level ofcare.

L A facility that does not utilize the space made available as a result ofbed layaway or

delicensurc under this section to reduce the number of beds per toom or provide mole common space

for ¡ursing facility uses ol pelform other activities related to the operation ofthe nursing facility shall

have its property rate increase calculated under this section teduced by the ratio ofthe square footage

made available that is not used fol these pulposes to the total squal'e footage made available as a

result of bed laya\ryay or delicensure.

J. Effective July 1, 2013, the minimum time a nursing facility must keep a bed in Ìayaway is

shoftened fiom one year to six months; and the mínimum time that a facility must \ryait to put a bed in

layaway after having removed a bed flonr layaway is shofened from one year to six lontlls.

Section20.ll0. Indian Health Service and Tribal 638 Facilities. Effective July 6,2011, perdiem

payments to facilities ofthe Indian Health Service and facilities operated by â tribe ol tribal

organization under funding autholized by United States Code, tille 25, sections 450fto 450n, or title I

orìitle v ofthe lndian Self-Deterrnination and Education Assistance Act, PL 93-638, shall be equal

to the Medicaid outpatient per visit rate published annually by the Dil€ctol olthe Indian Health

Service under the authority of sections 321(a) and 322(b) of The Public health service Act (42 u.S.c.
248 and 249(b)), Public Law 83-568 (42 U.S.C. 2001(a)) and the Indian Health Care lÍnprovement

Act (25 U.S.C 1601 et seq.))

SECTION 20.1 I5. Consolidation of nursing fâcilities effective September l' 2011.

A. The commissioner of health, in consultation with the commissioner of human services, may

approve a request for consolidation of nursing facilities that includes the closure of one or more

facilities and the upgrading ofthe physical plant ofthe remaining nursing facility or facilities,
the costs of which exceed the threshold project limit under section 16.1374, item F. In the event

the co¡missionel S approve the request, the commissioner of human services shall calculate an

adjustment to the payment rate for external fixed costs according to clauses (l) to (3):
(l) the closure ofbeds shall not be eligible for a planned closure rate adjustment
under section 20.027;
(2) the construction project permitted in this clause shall not be eligible foL a

thleshold project or a moratorium exception rate adjustment under section 22.061; attd

(3) the remaining facility or facilities' payment rate for external fixed costs shall be increased by

an amount equal to 65 percent of the projected net cost savings to the state calculated in
par.agraph (b), divided by the state's medical assistance percentage of medical assistance dollars,

and then divided by estimâted medical assistance resident days, as determined in paragraph (c)'
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of the remaining nursing facility oI facilities in the request in this palaglaph. Fol' construction

upgrades completed after August 1, 20 I 3, the rate adjustment is elfective on the later of the first
day ofthe month following completion ofthe construction upgrades in the consolidation plan or the

fir.st day ofthe month following the complete closure ofa facility designated for closure in the

consolidation plan. If more than one facilìty is t'eceiving upgrades in the consolidation plan, each

facility,s date of construction completion must be evaluated sepafately. For constrtlctiolt upgrades

completed after August 1,2017, any rate adjustment fesulting from the upgrade will be implementeci

on the first ofthe month ofJanuary or July, whichever occuls first, after both the completion ofthe
construction upgrades in tlie consolidation plan and the complete closure of the facility or facilities

designated fot closure in the consolidation plan.

B. For purposes of calculating the net cost savings to the state, the comnrissioner

shall consider clauses ( 1 ) 10 (7):
(l) the annual savings from estimated medical assistance payments from the net

number of beds closed taking into consideration only beds that are in active servíce on the date

of the request and that have been in active service for at least three years;

(2) the estimated annual cost of incteased case load ofindividuals receiving setvices

under the elderly waiver;
(3) the estimated annual cost of elderly waiver recipients receiving support under

group residential housing;
(4) the estimated annual cost of increased case load of individuals receiving services

under the altet native care program;
(5) the annual loss of license sutcharge payments on closed beds;

(6) the savings from not paying planned closure rate adjustments that the facilities
would otherwise be eligible for under section 20.0271' and

(7) the savings from not paying adjusttÎents to the payment rate for external fixed costs from
submission of renovation costs that would otherwise be eligible as threshold plojects under

section 22.061 .

C. For purposes ofthe calculation in paragraph A., clause (3), the estimated medical

assistance r.esident days ofthe remaining facility or facilities shall be computed assuming 95

percent occupancy multiplied by the bistolical percentage of medical assistance resident days of
the remaining facility or facilities, as repofted on the facility's or facilities' most recent nursing

facility statistical and cost report filed before the plan of closure is submitted, multiplied by 365.

D. For purposes of net cost of savings to the state in paragraph 8., the average

occupâl.tcy percentages will be those reported on the.facility's or facilities'most recent nursing

facility statistical and cost report filed before the plan of closure is submitted, and the average

payment rates shall be calculated based on the approved payment rates in effect at the time the

consolidation request is submitted.
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SECTION 20.120. Method for determining budget-neutral nursing facility râtes for
relocated beds effective September 1, 2011.

A. Nursing facility rates for bed relocations must be calculated by compaling the estimated

medical assistance costs prior to and after the proposed bed relocation using the calculations in
this subdivision. All payment rates are based on a 1.0 case mix level, with other case lnix rates

determined accordingly. Nur.sing facility beds on layaway status thât are being moved must be

included in the calculation for both the originating and receiving facility and treated as though

they \ryere in active status with the occupancy characterìstics of the active beds of the originating
facility.

B. Medical assistance costs of the beds in the oliginating nursing facilities must

be calculated as follows:
(l) multiply each originating facility's total payment tate for a RUGS weight of 1.0

by the facility's pefcentage of n.redical assistance days on its most lecent available cost tepol't;

(2) take the ptoducts in clause (1) and multiply by each facility's average case tnix

score for medical assistance residents on its most recent available cost report;

(3) take the products in clause (2) and multiply by the number of beds being

relocated, times 365; and

(4) calculate the sum of the amounts determined in clause (3).

C. Medical assistance costs in the receiving facility, prior to the bed relocation, must

be calculated as follows:
(l) multiply the facility's total payment rate for â RUGS weight of 1.0 by the medical

assistance days on the most tecent cost report; and

(2) multiply the ploduct in clause (1) by the average case mix weight of medical

assistance residents on the most tecent cost report.

D. The commissioner shall determine the medical assistance costs príor to the bed

relocation which must be the sul¡ of the amounts determined in paragraphs B and C

E. The commissioner shall estilnate the medical assistance costs after the bed

relocation as follows:
( l) estimate the niedical assistance days in the receiving facility after the bed

relocation. The commissionel may use the current medical assistance portion, or if data does not

exist, may use the state\ryide average, or may use the provider's estimate of tlìe

medical assisfance utilization ofthe relocated beds;
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(2) estimate the average case mix weiglit of medical assistance residents in the

teceiving facility aftel the bed relocation. The commissioner may use current average

case mix weight or', if data does not exist, rnay use the statewide average, or may use the

provider's estimate of the average case mix weight; and

(3) rnultiply the amount determined in clause (l ) by the amount determined in

clause (2) by the total payment tate for a RUGS weight of I .0 that is the highest rate of the

facilities from which the relocated beds either originate or to which they are being relocated so

long as that rate is associated w¡th ten percent or more ofthe total number of beds to be in the

receiving facility after the bed relocation.

F. lf the alnount determined in paragraph E is less than or equal to the amount

determined in paraglapli C, the comnrissioner shall allow a totâl payment late equal to the

amount used in paragraph E, clause (3).

G. If the amount determined in paragraplr E is greater than the amount determined

in paragraph D, the cornrnissioner shall allow a rate with a RUGS weight of 1.0 that

when used in paragraph E, clause (3), results in the amount detelmined in paragraph D being

equal to the amount determined in paragraph D.

H. If the commissíoner relies upon providel estimates in patagtaph E, clause ( I )

or (2), then annually, lor three yeals after the rates deten¡ined in this subdivision take effect,

the commissioner shall determine the accuracy ofthe alternative factors ofmedical assistance

case load and RUGS weight used in thìs subdivision and shall reduce the total payment rate for a

RUGS weight of 1.0 if the factols used result in medical assistance costs exceeding the amount

in paragraph D. lf the actual medical assistance costs exceed the estimates by mole than five

percent, the commissioner shall also recover the difference between the estit.nated costs in

paragraph E and the actual costs. The commissioner may require submission ofdata ft'om the

receiving facility needed to implement this paragraph.

SECTION 20.1 30 Medicare certification

Effective July 1,2012, Medicaid cer.tified nursing facilities are not required to participate in the

Medicare program. Nursing facility providers that do not padicipate in or accept Medicare

assignment must refer and document the referral of dual eligible recipients for whom placement

is requested and for whom the resident would be qualified for a Med icare-covered stay to
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Medicare providers. The comrnissioner of human services shall audit nursing facilities that do

not accept Medicare and deterniine if dual eligible individuals with Medicare qualifying stays

have been admitted. lf such a determination is made, the commissioner shall deny Medicaid

payment fol the first 20 days of that resident's stay.

SECTION 21.OOO ANCILLARY SERVICES

SECTION 21.010 Setting pâyment ând monitoring use of therapy services.

At the option ofthe nursing facility, payrnent for ancillary materials and services otherwise covered

under the plan may be made to either the nursing facility in the operating cost pel'diem, to the vendor

ofancillary services, or to the nursing facility outside ofthe operating cost per diem. Effective
August 1, 2009, al lhe option ofthe nutsing facility, payment for ancillaty materials and services

otherwise covered under the plan may be made only to either the vendor of ancillary services or to
the nursing facility outside ofthe operating cost pet diem. The avoidance ofdouble payrnents shall

be made thlough audits and adjustments to the nulsing facility's annual cost repolt. The Department

will also determine if the materials and services are cost effective and as would be incurted by a

prudent and cost-colrscious buyer. Therapy selvices provided to a recipient must be medically
necessary and appropriate to the medìcal condition ofthe recipient. If the vendol, nulsing facility, or
ordering physician cannot provide adequate medical necessity justification, the Department may

recover or disallow the payment for the services and may require prior authorization for therapy

services or may impose administrative sanctions to limit the provider participation in the medical

assistance program.

SECTION 21.020 Cerfification thât treâtment is âppropriâte. The therapist who provides or
supervises the provision ofthetapy services must ceftify in writing that the therapy's nature, scope,

duration, and intensity al€ appropriate to the medical condifion ofthe recipient evely 30 days. The

Department shall utilize a peer review program to make recommendations l'egarding the medical

necessity of services provided.

SECTION 22.OOO CONTRACTUAL ALTERNATIVE PAYMENT RATES AF'TER AUGUS1
I, t99s

SECTION 22.010 Contrætual alternative pâyment rate. A nursing facility may apply to be paid

a contractual alternative payment rate instead ofthe cost-based payment rate established under

Sections I .000 to 2l .000. A nulsing facility selected to receive an alternative payment rate must

enter into a contl.act with the state. Payment rates and procedures for facilities selected to receive an

alternative payment rate are determined and govelned by tliis section and by the tellns ofthe contract.

Different contract tenns for diffetent nulsing facilities may be negotiated.

SECTION 22.020 Requests for proposals.
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A. At least twice annually the Department will publish a request for ptoposals to plovide

nursing facility services according to this section. AII proposals must be Iesponded to in a timely
mannef,

B. Any proposal may be rejected if, in the
particulal facility is not in the best intelests ofthe

judgment of the Department, a contract with a

residents ofthe facility or the state of Minnesota.

SECTION 22.030 Proposal requirements.

A. In issuing the request fol proposals, the Department may develop reasonable requilements

which, in the judgment ofthe Depaúnent, are necessary to protect residents or ensure that the

contractual alternâtive payment demonstration project furthers the interest ofthe state of Minnesota.

B. The request for proposals may include, but need not be limited to, the followìng:

(1) A requirement that a nursing facility make reasonable efforts to maximize Medicare
payments on behalf of eligible residents;

(2) Requirements designed to prevent inappropriate or illegal discrimìnation âgainst

residents enrolled in the medical assistance program as comparcd to pl'ivate paying residents;

(3) Requiletnents designed to ensure that admissions to a nutsing facility are appropriate

and that reasonable effoús are made to place residents in home and community-based settings when

appropriate;

(4) A requirement to agree to padicipate in a pfoject to develop data collection systems

and outcome-based standards for managed care contracting for long-term carc services;

(5) A requirement that contractors agree to maintain Medicare cosl reports and to submit
them to the Department upon request or at times spec¡lÌed by the Depadment;

(6) A requirement for demonstrated willìngness and ability to develop and maintain data

collection and retrieval systerts to be used iu measuring outcomes; and

(7) A requirement to plovide all information and assurances required by the terms and

conditions of federal approval.

SECTION 22.040 Selection process.

A. The number of proposals that can be adequately suppolted with available state resources,

as determined by the Department, may be accepted.
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B. The Deparlment may accept proposals from a single nursing facility or from a group of
facilities thlough a managing entity.

C. The Depar.tment will seek to ensure that nursing facilities under contlact are located in all

geoglaphic areas ofthe st¿te.

D. In addition to the information and assurances contained in the submitted proposals, the

Department may consider the following ín determining whether to accept or deny a proposal:

(1 ) The facility's histoty of compliance with federal and state laws and rules, except

that a facility deemed by the Depaftnent to be in substântial compliance with fedelal and state laws

and rules is eligible to r.espond to a request for proposal. A facility's complíance history is not the

sole determinirig factor in situations whele the facility has been sold and the new owners have

submitted a proposal;

(2) Whether the facility has a lecord ofexcessive licensute fÌnes or sanctions or

flaudulent cost reports;

(3) The facility's financial history and solvency; and

(4) Other factors identified by the DepaÉment that it deems lelevant to a

determination that a contract with a particulal' facility is not in the best interests ofthe residents ofthe
facility or the state of Minnesota.

E. Ifthe DepaÉment rejects the proposal ofa nursing fâcility, it will p1'ovide written notice to

fhe facility ofthe reason for the rejection, including the factors and evidence upon whicli the

rejection was based.

SECTION 22.050 Durâtion and termination ofcontrâcts.

A. Contracts with nursing facilities may be executed beginning November 1, 1995.

B. All contracts entel€d into underthis sectioÍì ale foraterm notto exceed four years

C. Eithel.party may terminate a contract at any time without cause by providing 90 calendar

days advance writtet] notice to the other pa|ty. The decision to tern'ìinate a contract is not appealable.

D. The contract will be lenegotiated for additional terms ofup to four years, unless either

paÉy provides written notice oftennination. The provisions ofthe contract will be renegotiated at a

minimum of every four yeats by the parties before the expiration date ofthe contract
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E. The palties may voluntarily renegotiate the terms ofthe contract at any time by mutual

agreement.

F. If a nursing facility fails to comply with the terms of a contrâct, the Departmelit will
provide reasonable notice regarding the breach of contract and a reasonable opportunity for the

lacility to come into compliance.

G. Ifthe facility fails to come into cornpliance o| to rel¡ain in compliance, the Departmeut

may terrninate the contrâct. If a contract is terminated, the contract payment remains in effect fol' the

Iefirainder ofthe rate year in which the contmct'¡r'as terminated, but in all other tespects the

provisions ofthis section do ilot apply to that facility effective as ofthe date the contract is

terminated.

I-1. The contract must contain a plovision goveming the tl'ansition back to the cost-based

reimbursement system established under Sections I 000 to 21.000.

SECTION 22.060 Alternate rates for nursing facilities.

For nur.sing facilities that have their payment rates determined pulsuant to this section rathel'

than pußuant to Sections 1.000 to 21.000, a rate must be established under this section as follows:

A. The nut'sing facility must enter into a written contract with the Department;

B. A nursing facility's case mix payment rate for the first rate year ofa facility's

contract under this section is the same payment rate as established fol the facility under Sections

1.000 to 2l.000;

C. A nursing laciÌity's ease-*ix-p¡9p9¡¡y payment rates for the second and

subsequent yeafs of a facility's contl aci under this section ale the previous rate year's eenteaet

Þroþerty payment rates plus an inflation adjustment as provided in items D and E

D. The index for the inflation adjusment must be based on the change in the

Consumer Price Index-All Items (United States City avelage) (CPI-U) as forecasted by the

Minneseta Department in the fourth quader

ofthe calendar year preceding the rate year.

E. The inflation adjustment must be based on the l2-month petiod from the midpoint

ofthe previous rate year to the midpoint ofthe râte yea| for which the rate is being determined.

F, Fer the late Years
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SECTION 22.061 Construction project rate adjustments.

A. Effective October 1,2006, facilities paid under this section may receive a property rate
adjustment fol construction prcjects that exceed the threshold for additions and replacements
described in section 16.1373, but are below the threshold described in section 16.1374, item F.

(1) For these projects, câpitâl assets purch.ased shall be counted as construction ploiect
costs fol a rate adjustment lequest made by a facility ifthey are pulcliased within 24 months of
the completion ofthe construction project, purchased after the completion date ofany plior
construction pro.ject, and are not purchased prior to July 14,2005.

(2) Except as otherwise provided in this section, the definitions, rate calculatiotl
methods, and principles in Section 16.000 shall be used to calculate rate adjustments for
allowable construction plojects offacilities under this section and the mo¡atorium exceptions
process.

(3) Facilities completing construction projects between Octobel l,2005, and October I
2006, are eligible to have a propeÉy rate adjustment effective October 1, 2006. Facilities
completing plojects after October l, 2006, are eligible for a property rate adjustment effective
on the first day ofthe month following the completion date.

4) Facilities shall be allowed construction ploject rate adjustments no sooner than l2
months after completing a previous constl'ucfion project. Facilities must request the rate
adjustrnent by subrnitting the rcquest plus related supported documentation to the Department
within 60 days after the project's completion date. Effective August 1, 2009, if a nursing
facility gives notice more than 60 days aftel completion ofa construction project, the fate
adjusfment is effective on the lìrst ofthe month following the notice. Ifthe notice is given
within ó0 days ofcompletion, the rate adjustrnent is effective on the fìr'st ofthe month following
the completion ofthe project. Fol' constructìon projects completed after January l, 2018, any
rate adjustment resulting fiom the completed project will be implemented oli the fißt ofthe
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month ofJanuary or July, whichever occuts first, after both the project's completion and the

submission ofthe ptovider's Íequest for an adjustnrent.

(5) Capacity days shall be computed according to Section 1 6. I 10. For rate calculations

under thìs section, the number of licensed beds in the nursing facility shall be fhe number

existing after the constluctiotl project is completed and the numbet ofdays in the nursing

facility's reporting peliod shall be 365.

B. The value ofassets to be tecognized for a total replacement project shall be

computed as lollows:

(l) Replacement-cosFnew limits under Section l6-1374, and the rtumber ofbeds

allowed under Section 16.040, item G, shall be used to compute tlìe maximum amount ofassets

allowable in a facility's property rate calculation.

(2) If a facility's current l€quest for a rate adjustment results from the completion

of a construction project that was previously approved under a moratot'ium exception, the assets to be

used in the rate calculation cannot exceed the lesser ofthe amount determined under Section l6.l 374,

item G, or the actual allowable costs of the construction ploject

(3) A current request that is not the result of a project under a moratorium

exception cannot exceed the limit under Section 16.1374, itern G.

(4) Applicable credits must be deducted from the cost ofthe construction project.

C. The value ofassets to be recognized for all othel projects shall be conrputed as

follows:

(l) Replacement-coslnew limits under Section 16.1374, and the number ofbeds

allowed under Section 16.040, itern G shall be used to compute the maximuln amount ofassets

allowable in a facility's propedy rate calculation.

(2) The value of a facility's assets to be compared to the arnount in iteln (l)
begins with the total appraised value ffom the last rate notice a facility received when its rates were

set under Sections '1.000 thlough 21.000. This value shall be indexed by the factor in Section 16.040

for each rate yeal the facility received an inflation factot'on its property-related rate when its rates

were set under this section. The value of assets listed as previous capital additions, capital additions,

and special projects on the facility's bâse year rate notice and the value of assets related to a

construction project for which the facility received a rate adjustment when its mtes were determined

under this section shall be added to tlie indexed appraised value.
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(3) The rnaximum âmount ofassets to be recognized in computing a facility's

rate adjustment aftel a project is completed is the lesser of the aggregate replacement-coslnew limit
computed in subitem (l) minus the assets recognized in subitem (2) or the actual allowable costs of
the construction project.

(4) If a facility's current tequest for a rate adjustment results froû'ì the

completion ofa construction project that was previously approved as an exception to the state's

moratorium, the assets to be added to the late calculation cannot exceed the lesser ofthe amount

determined under Section 16.1 374, item G or the actual allowable costs ofthe construction project

plus amendments approved by the Minnesota Depaltment of Health. A current request that is not the

result of a project undel a moLatoriunì exceptiorl cannot exceed the limit stated in section 16. 1374,

item G. Assets dìsposed of as a result of a constluctiolì project and applicable credits must be

deducted fi'om the cost ofthe constluction project.

D. For construction plojects approved under a moratorium exception, allowable debt may

never exceed the lesser oftbe cost ofthe assets purchased, the threshold limit in Section 16.1374,

item G, or the replacement-cost-new limit less pleviously existing capital debt'

E. For construction projects that were not approved under a moratorium exception,

allowable debt is limitecl to the lesser of the threshold in Section 16.1374,ifem G, or the applicable

lirnit in items B or C, less previously existing capital debt. Amounts of debt taken out that exceed the

costs ofa construction project shall not be allowed regardless ofthe use ofthe funcls. For all

constructiotl projects being recognized, interest expense and average debt shall be computed based on

the first l2 months following ploject completion. "Previously existing capital debt" means capital

debt recognized on the last rate determined unde| Sections 1.000 through 21.000, and the amount of
debt recognized for a construction project for which the facility received a rate adjustment when its

rates were determined under this section. For a total replacement project as defined in section

16.1374,iíem H, the value ofpreviously existing capital debt shall be zero.

F. In âddition to the interest expense allowed flom the application of item D, the amounts

allowed under Section 16.1 374, item B will be added to interest expense.

G. The equity portion ofthe construction project shall be computed as the allowable assets

in item B or c, less the average debt in item D and F. The equity poÉion must be multiplied by 5.66

pel.cent and the allowable interest expense in iter¡ D must be added. This sum must be divided by 95

percent ofcapacity days to compute the construction project rate adjustment.

H. For projects that are not â total replacement of a nursing facility, the amount in item G

is adjusted for nonreimbursable areas and then added to the curient propetty payment rate of the

facility.
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I. For projects that are a total Íeplacement ofa nursing facility, the amount in item G
becomes the new property payment rate afler being adjusted for nonreimbursable areas. Any amounts
existing in a facility's rate bel'ore the effective date ofthe construction project for equity incentives
under Section 16.1373, capital repairs and replacements under Section 16.1372, or refinancing
incentives under Section 16.1376, shall be removed from the facility's rates.

J. No additional equipment allowance is allowed under Section 16. 100, as the result of
construction projects under this section. Allowable equipment shall be included in the construction
project costs.

K. Capital assets purchased after the cornpletion date of a construction project shall be

counted as construction project costs for any future rate adjustment request rnade by a facility under
Section 16. I 374, item G, if they are pulchased within 24 months of the completion of the future
construction ploject.

L. In sùbsequent rate years, the propefty payment rate for a facility that results from the
application of this subdivision shall be the amount inflated in Section 22.060, |¡en F.

M. Constructi'on projects are eligible for an equity incentive under Seclion I 6. 1 3 73.
When computing the equity incentive for a construction project under this section, only the allowable
costs and allowable debt related to the constluction project shall be used. The equity incentive shall
not be a part ofthe property payment rate and not inflated undel Section 22.060, item F. Effective
October l, 2006, al1 equity incentives for nursing facilities reimbursed under this section shall be

allowed for a duration determined under Section 16.1373, item C.

SECTION 22.065 Facility rate increases beginning July 1, 1999. For the rate year beginning July
I , 1999, a nursing facility's case mix rate is divided into the following components: compensation
operating rate, non-compensation operating fate, plopedy late and other-components rate. The
compensation alìd non-compensation operating rates are increased by the percentages in Section
I I .049, item B, subitem (1), respectively. The ploperty related payment ¡ate is increased as

described in Section 22.060, item F. The other-components late is not increased from the June 30,
1999 rate.

A. A nursing facility in Becker county licensed for 102 beds on September'30, 1998
receives the following increases:

(l) $1.30 in its case mix class A payÍnent rate;

(2) $1.33 in its case mix class B payment râte;

(3) $1.36 in its case mix class C payment rate;



STATE: MINNESOTA
Effective: January l, 2019
TN: l9-03
Approved: JUN 24 20lg
Supersedes: 17 -26 (17 -16,1

ATTACHMENT 4,I 9-D (NF)
Page 147

7-0 l, I 6-04, 1 s-l 0,14-13,13-16,12-23,12-t s,t2-1 1,1 l -26,1 1-17,1 |

l 3,l l -08, l0-25.1 0-l 5.l0- r 3,09-26,08- I 8,08- I 5,07 -10,07 -07.06- 13.0s- r 4)

(4) $1.39 in its case mix class D payment rate:

(5) $1.42 in its case mix class E and F payment rate;

(6) $1.45 in its case nix class C paylnent rate;

(7) $1.49 in its case mix class H payment rate;

(8) $1.51 in its case mix class I payrnent rate;

(9) $1.54 in its case mix class J payment rate; and

(10) $1.59 in its case n'rix class K paynent rate;

B. A rrurcing facility in Chisago county licensed for l0l beds on September 30, 1998

receives an increase of$3.67 in each case mix payment late:

C. A nulsing facility in Canby, licensed for 75 beds will have its property-t'elated per dìem

rate íncreased by $1.21. This ìncrease will be recognized in the lacility's contract payment late under

this section.

D. A nulsing facility in Golden Valley with all its beds licensed to provide tesidential

rehabilitative services to physically handicapped young adults has the pâyment rate computed

according to tliis section increased by $14.83; and

E. A county-o\'r'ned 13O-bed nursing facility in Park Rapids has its per diem contlâct
paylÌent rate increased by $l.02 for costs related to compliance with comparable worth requit€mel.tts.

SECTION 22.066 Facility rate incr€âses beginning July 1, 2000' For the late 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 are added following the determination undel Section I L050 of
the payment rate for the rate year beginning July l, 2000, and will be included in the nursing

facilities' total payment rates fol the pu|poses of determining future rates under this attachment to the

State plan.

A. Nursing facilities with an avetage operâting rate of $l10.769 rcceive an

operating cost per diem inclease of 5.9 percent, provided that the facilities delicense, deceltify, or
place on layaway status, iffhat status ís othetwise permitted by law, 70 beds.
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B. Nursing facilities with an average operating l'âte of $79.107 receive an increase of $ 1.54

in each case mix payment rate.

C. Nursing facilities with an average opemting râte of$80.267 Leceive an increase in thei¡
case mix resident class A payment of$3.78, and an ìnctease in their payment rate for all other case

rnix classes ofthat amount multipliecl by the class weight for that case mix class established in
Section 13.030.

D. Nursing facilities with an avelage operating rate of$94.987 receive an increase of$2.03
in each case mix payment rate to be used fol employee wage and benefit enhancements.

E. Nursing facilities with an avelage operating rate of$82.369 have theil operating cost per

diem increased by the following amounts:

(1) case r¡ix class A, $1.16;

(2) case mix class B, $1.50;

(3) case mix class C, $1.89;

(4) case mix class D, $2.26;

(5) case mix class E, $2.63;

(6) case mix class F, $2.65;

(7) case mix class G, $2.96;

(8) case mix class H, $3.55;

(9) case mix class I, $3.76;

(10) case mìx class J, $4.08; and

(1 1) case mix class K, $4.76.

F. Nursing facilities with an average opelating rate of$95.974 that decertified 22 beds

in calendar year 1999 have theil property-rclated per diem payment rate increased by $ 1 .59.

SECTION 22-067 Facility râte increases beginning July 1, 2001.
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A. For the rate year beginning July 1,2001, the Department wiÌl provide an adjustment

equal to 3.0 percent ofthe total operating payment mte. The operating payment rates in effect on

June 30, 2001 include the adjusttrent in Section 1 I.070.

B. For rate yeal's beginning on or after July l, 2001 and for admissions occurring

on or aftel July I , 2001, the total payment rate fol the first 90 paid days after admission is:

(1) for the first 30 paid days, the rate is 120 percent ofthe facility's rnedical

assistance rate for each case mix class; and

(2) for the next 60 paid days after the first 30 paid days, the rate is 110

percent ofthe facility's medical assistance rate fol each case mix class.

C. For rate yeals beginning on or aftel July l, 2001 and for admissions occurring

on or after July l, 2001, beginning with the 9l$ paid day after admission, the payment rate is the rate

otherwise detetmined under this Section.

D. Payments under item B apply to admissions occurrìng on or after July 1,

2001, and before July l, 2003, and to res¡dent days occurring before July 30, 2003.

E. For the rate year beginning July l, 2001 , the Department will adjust the operating

payment rates for low-rate facilities. Fol each case mix level, if the amount computed under item A
is less than the amount ofthe operating paylnent rate target level for July 1, 2001, below, the

Department will make available the lesser ofthe amount ofthe operâting payment rate target level for
Juli l, 2001, or an increase of ten pelcent over the rate in effect on June 30, 2001 , as an adj ustment

to the operating payment rate. For the purposes ofthis item, facilities ale considered rìetro ífthey
are located in Anoka, Carver, Dakota, Hennepin, Olmsted, Ramsey, Scott, or Washington counties;

or in the cities of Moorhead or Breckenridge; or in St. Louis county, north ofToivola and south of
Cook; ol in ltasca counly, east of a north south line two miles west of Grand Rapids.

Operating Payment Râte Target Level for July 1,2001

Case Mix Classification Metro
$76.00
$83.40
$91.67
$99.s 1

$ 107.46

$ 107.96

$114.67
st26.99

Nonmetro
$68.13
$74.46
$8 r .63

$88.04
$94.87
$95.29
$ 100.98

$l I l.3l

B
C

D
E
F

G
H
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I
J

K

$ l3l .34

$138.34
st52.26

$l 15.06
$ 120.85

$133.10

F. For the rate year beginning July 1,2001, two-thirds ofthe money Ìesulting froÍì the rate

adjustrnent under item A and one-halfofthe rnoney resulting from the rate adjustment under items B

through D must be used to increase the wages and benefits and pay assocìated costs of all employees

except management fees, the administrator, ând central office staff.

(1) Money Ieceived by a facility resulting fiom the late adjustments under

iterns A through D must be used only fol wage and benefit increases implemented on or after July 1,

2001 .

(2) A facility may apply for the poftions ofthe rate adjustments under this item. The

application must be made to the Department and contain â plan by which the facility will distribute
the funds to its eniployees. For a facìlity in which the ernployees are represented by an exclusive

bargaining lepreseúative, an agrcement negotiated and agreed to by the employer and the exclusive

bargaining representative constitutes the plan, ifthe agreement is finalized after June 30, 2001.

(a) The Depaltment will leview the plan to ensure that the rate adjustments are used

as required in this item.

(b) To be eligible, a facility must submit its plan for the wage and benefit distribution
by Decernber 3 l, 2001 . If a facility's plan for wage and benefit distlibution is effective fol its
employees aî1er July I, 2001 , the portion of the 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 ofemployees 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-r'elated grouping payment rates per admission under Medicare are less

than three percent during the l2 months before July 1, 2001. Ifa hospital-attached facility meets

these qualifications, the difference between the rate adjustments approved lor nursing facility
services and the rate increase approved fot hospital services may be permitted as a distribution in the

hospital-
attached facility's plan regardless ofwhether the use ofthe funds is shown as being attributable to

employee hours worked in the facility or employee hours worked in the hospital.

G. Notwithstanding Sections L020 and 18.020, upon tlìe request ofa facility, the

Department may âuthorize the facility to raise per diem rates for private-pay residents on July 1 by

the amount antìcipated to be required upon implementation of tlìe rate adjustments allowable under
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items A through D. lJntil the rate is finalized, the Depaftment will require any amounts collected,
which rnust be used as provided in this item, to be placed in an escrow account established for this
purpose with a financial institution thât pl'ovides deposit insurance. The Depadment shall conduct
audits as necessary 10 ensure that:

(l) the amounts collected are retained in escrow until rates are increased to reflect the
wage-related adjustment; and

(2) any amounts collected from private-pay residents in excess ofthe final rate are

repaid to the private-pay residelìts with interest.

I-1. For rate years beginning on or after July I,2001, in calculating a facility's operating cost
per diem for the purposes of constt ucting an artay, determining a median, or otherwise performing a
statistical measurc offacility paymel'ìt rates to be used to determine future tate increases, the
Department will exclude adjustments for raw food costs under Section 8.020, item B, that ate lelated
to providing special diets based on religious beliefs.

L For the rate year beginning July l, 2001, facilities that changed their bed Iicensute from
board and care beds to nursing home beds must have the additional cost of sutchalge included in
their rate. The increase is added following the deterrnination of the payment t ate for the rate year

beginning July l, 200 l, and is included in the facility's total payment rates for the purposes of
determining future rates.

J. For the rate year beginning July l, 2001, non-profit facilities in the county with the

fewest beds per 1000 for age 65 and over that are not accepting beds from another closing non-profit
facility receive a total increase of $10 in eaclr case mix rate, as a lesult ofincreases provided under
this item and item D. The increases unde| this item are added before the determination under item D,
of the payment rate fol the July 1,2007 ràte yeal', and are included ìn the facility's total payment ate

for purposes of determining future rates through June 30, 2004.

SECTION 22.068 Facility râte increâses beginning January 1, 2002.

For the rate period from January l, 2002 through June 30,2002, facilities that went from non-profit
to for-profìt status in 2000 rcceive an increase of $2.54 in each case mix payment rate to offset
propedy tax payments due as a result ofthe facility's conversion from nonprofit to for-profit status.

The increase will be added following the determination ofthe payment rate for the late year

beginning July l, 2001, and will be included in a facility's total payment rates for the pulposes of
determining future rates.

SECTION 22.069 Facility râte increases beginning July l,2002.



STATE: MINNESOTA
Effective: January 1, 2019
TN: l9-03
Approved:
Supersedes

ATTACHMENT 4.19-D OF)
Page 152

JUN 2 4 2019

17-26 (17-16,17-01,16-04,1s-10,14-t3,13-16,12-23,12-rs,t2-1t,ll-26,1 I -17,1 1-

I 3, I r -08,1 0-25, I 0-l s, l 0-l 3,09-26,08- I 8,08- r s,07- 10,07-07,0ó- ß.0s- l4)

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 payment Ìates in effect on

June 30, 2001 include the adjustment in Section 11.070.

B. For the rate year beginning July 1, 2002, the DepaÉment will adjust the operating

payment rates for low-rate facilities. For each case mix level, iftlìe amount computed under items A
is less than the amount ofthe opelating payment rate target level for July l, 2002, below, the

Depattment will lnake available the lesser ofthe operating payment rate target level for July l, 2002,

or an increase of ten percent ovel the rate in effect on Ju ne 30,2002, as an âdjustment to the

operating payment rate. Forthe purposes ofthis item, facilities are considered metlo ifthey meet the

requircrrents in Section 22.067 , iletn D.

Operating Payment Rate Target Level for July 1' 2002

Case Mix Classification Metro
$78.28
$8s.91
s94.42
$ 102.50

$110.68
$111.20
$118.1I
$ 130.80

$ 135.38

$142.49
$ 156.85

Nonmetro
$70.s 1

$77.16
$84.62
s9t.42
$98.40
$98.84
sl04.77
$1 15.64

$1 19.50
$ 12s.38

$137 .77

B
C
D
E
F
G
H
I
J

K

C. For fhe rate year beginning July l, 2002, two{hirds of the tnoney l€sulting from the rate

adjustment under item A, and one-halfofthe money resulting from the rate adjustment under Section

22.067, items B and C and item B ofthis Section, must be used to increase the wages and benefits

and pay associated costs of all employees except management fees, the administrator, and centml

office staff.

(l) Money received by a facility resulting from the rate adjustments under

item A, Section 22.067, items B and C and item B ofthis Section must be used only for wage and

benefit increases irnplemented on or after July l' 2002.

(Z) A facility may apply for the podions of the rate adjustrnents under this item. The

application must be made to the Department ar'ìd contain a plan by which the facility',¡/ill dìstribute

the funds to its employees. For a facility in which the employees are represented by an exclusive
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bargaining representative, an agreement negotiated and agteed to by the employer and the exclusive

bargaining lepresentative constitutes the plân, ifthe agreement is finalized afier the date of enactment

ofall increases for the mte yeâr.

(a) The Depaltment will r'eview the plan to ensure tliat the late adjustments are used

as required in this ìtem.

(b) To be eligible, a facility rnust submit its plan for the wage and benefit distribution

by December 31, 2002. ff a facility 's plan for wage and benefit distribution is effective for its
employees after July 1, 2002, the podion ofthe rate adjustments are effective the same date as its

plan.

(3) A hospital-attached facility may include costs in its distribution plan fol wages

and benefits and associated costs ofemployees in that organization's shared services departments,

provided that the facility and the hospital share common ownership and adjustments for hospital

ser.vices using the diagnostic-related grouping payment rates per admission under Medicare are less

than three percent during the l2 months before July l, 2002. Ifa hospital-attached facility meets

these qualifications, the diffelence between the rate adjustments approved for nursing facility
services and the rate increase apploved for hospital services may be pel'mitted as a distribution in the

hospital-attached facility's plan regardless of whether the use ofthe funds is shown as being

attdbutâble to employee hours worked in the facility or ernployee hout's worked in the hospital.

D. Notwithstanding Sections 1.020 and 18.020, upon the request ofa facility, the

DepaÉment may authorize the facility to raise pel diem rates for private-pay residents on July I by

the amount anticipated to be required upon implementation ofthe rate adjustn.rents allowable under

item A, Section 22.067, items B and C, and item B of this Section. Until the late is finalized, the

Depaftment will require any alnounts collected, which must be used as plovided in this item, to be

placed in an esclow account established fol this purpose with a financial institution that provides

deposit insurance. The Depaftment shall conduct audits as necessâly to ensure that:

(1) the amounts collected are retained in escrow until rates are increased to

reflect the wage-related adjustment; and

(2) any amounts collected from private-pay residents in excess of the final rate ale

repaid to the private-pay residents with interest.

E. Each facility paid pursuant to Section 22.000 receíves ân inclease in each case mix
payment rate of $ I .25, which is added following the determination of the payment rate fot the

facility. This inc|ease is not subject to any annual percentage increase.
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SECTION 22.070 Facility rate increases beginning June 1' 2003'

Each facility paid pursuant to Section 22.000 receives an increase in each case mix payment rate o1

$5.56, which is added following the detenrination ofthe payment râte for the facility. This increase

is not subject to atry annual pelcentage increase. For facilities with boald and care beds, the increase

is equal tá $5.s6 multiplied by the ratio ofthe number ofnursing home beds to the number oftotal

beds.

SECTION 22.071 Facility rate changes beginning July l' 2003.

A. For late years begintring on or aftef July l, 2003 and for adlnissions occurring on or

aftel July l, 2003, the total payment rate is:

(l) for the first 30 calendar days after admission, 120 percent ofthe
facility's medical assistance rate for each RUG class; and

(Z) beginning with the 3 l'r calendal day after admission, the rate otherwise

determined under Sections 1.000 through 21.000.

SECTION 22.072 îacility rate chânges beginning January 1,2004. Effective January 1,2004, the

rates under Section 22.071 are not allowed ifa resident has resided during the previous 30 calendar

days in:

(l ) the same facilítY;

(2) a facility owned or operated by a related pafiy; or

(3) a facility or part ofa facility that closed or, effective August 1,2004,

was in the process ofclosing.

SECTION 22.073 Facility rate changes beginning July 1' 2005.

A. Medical Assistance provides for an additional annual payment for: 1) State Fiscal

Year 2006 (July 1 , 2005 thlough June 30,2006), which includes a Depaltment payment made for that

state fiscal year. and distributed by a sponsoling institution prior to october 1, 2006; and 2) state

Fiscal yearl2007 (July l, 2006 through June 30, 2007), which includes a Depaftment payment made

for that state fiscal year. and disfr.ibuted by a sponsoring institution plior to october l,2007 , fo

Medical Assistance-enrolled teaching nulsing facilities. The Medical Assistance payment is

increased according to the sum of items A through C:

(l) (Total amount available for this purpose in the Mimiesota Medical Education and
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Research Trust Fund, minus $4,850,000, divided by the state matching rate), multiplied by 9,

multiplied by .67, multiplied by [(the nurnbel of full-time equivalent trainees at the facility multiplied

by the average cost per trainee for all sites) divided by (the total trâilìing costs across all sites)1, for
each type ofgraduate trâinee at the clinical site.

(2) (Total amount available for this purpose in the Minnesota Medical Education and

Research Trust Fund, minus $4,850,000, divided by the state matching rate), multiplied by .9,

multiplied by .33, multiplied by the ratio ofthe facility's public program revenue to the public

program revenue for all teaching sites.

(3) (A poÍion ofthe total amount available for this purpose in the Minnesota

Medical Education and Research Trust Fund minus $4,850,000), divided by the state matching

rate, multiplied by .10, multiplied by the provider's sponsoring institution's ratio ofthe amounts

in subitems (l ) and (2) to the total dollars available under subitems (l) and (2), in the amount the

sponsoring institution determines is necessary to offset clinical costs at the facility

In accordance with Code of Federal Regulations, title 42, s'êclion 447 .253(b)(2), this payment will
not exceed the Medicare upper limit payment and charge limits as specified in Code ofFederal
Regulations, title 4, section 447.272.

B. Pursuant to subitems (1) through (3), the opefating payment rate for each facility is increased

by 20 percent multiplied by the ratio ofthe number ofnew single-bed rooms cl'eated, divided by the

numbel. ofactive beds on July 1, 2005, for each bed closure resulting in the creation of a single-bed

room after July 1, 2005.

(1) The Depafiment may implement rate adjustments for up to 3,000 new single-bed

rooms each fiscal yeal.

(2) For eligible bed closules for which the Department receives a notice from a facility
during a calendar quarter that a bed has been delicensed and a new single-bed room been established,

the rate adjustment is effective on the fir'st day ofthe second month following that calendar qualter.

(3) A facility is prohibited frorn discharging residents for purposes ofestablishing single-

bed rooms. A facility must submit documentation to the Department cedirying the occupancy status

ofbeds closed to cteate single-bed rooms.

SECTION 22.074 Changes to nursing facility reimbursement beginning October 1' 2005.

A. For the rate pefiod beginning October l, 2005, each facility receives an adjustment equal to

2.2553 percent ofthe total operating payment rate. The adjustment is distributed according to items

B through D, below.
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B. Except as provided in item C, 75% ofthe money resulting from the rate adjustment must be

used to increase employee wages, benefits and associated costs and must be implemented on or after

the effective date ofthe rate increase. "Employee" does not include management fees, the

administrator, and central office staff.

C. A facility that incurred costs for employee wages, benefits and associated cost increases first
provided after July 1,2003 may count those costs toward the amount requircd to be spent on the

items in item B. These costs must be rcported to the Depafiment.

D. A facility may apply forfheT5yo portion ofthe rate adjustment for employee wages, benefits

and associated costs. The application must be made to the DepaÉment and contain a plan by which
the facility will distribute the funds according to items B through 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 bargaining representative constitutes the plan, ifthe
agreement is finalized after that date ofenactment ofall incrcases for the ¡ate period and signed by

both pâÉies prior to submission to the Depaftment.

SECTION 22.075 Changes to nursing facility reimbursement beginning October l' 2006.

A. For fhe rate year beginning October' 1, 2006, each receives an adjustment equ al to 1.2553

percent ofthe total opelating pâyment rate.

B. Seventy-five percent ofthe money resulting from the rate adjustment must be used to increase

the Medicaid portion ofwages and benefits and pay associated costs for all employees, except

management fees, the administrator, and central office staff.

C. Seveñty-five percent ofthe money received by the facility as a result ofthe adjustment must

be used only for the Medicaid portion ofwage, benefit, and staff increases implemented on or after

the effective date ofthe rate increase and must not be used for increases implemented before that

date.

D. A facility may apply for the rate adjustment for employee wages, benefits and associated

costs. The application must be made to the Department and contain a plan by which the facility will
distribute 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

errployer and the exclusive bargaining representative constitutes the plan, ifthe agreement is

finalized afÍer that date ofenactment ofall increases for the late period and signed by both parties

prior to submission to the Depaltment.

SECTION 22.076 Quâlity score
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A. For purposes of the quality component ofthe total care-related lirnit at section 23.100,

the commissioner shall determine a quality scote for each nursing facility using the most

recently available data as provided in the Mimresota Nursing Home RepoÍ Card. The
quality score shall be detelmined as described below.

Beginning January 1,2016, the quality score shall include up to 50 poìnts related to tlre

Minnesota quality indicatols score, up to 40 points related to the resident quality of life
score, and up to ten points related to the state inspection results score.

l. Nursing horne MDS quality indicators (Qls) are delived from the Minimul¡ Datâ Set (MDS)

âssessment instrument. The QIs measure quality mainly in clinical areas such as physical

functioning, skin care, and pain. The 26 indicators are risk-adjusted, scored, and summed to

form a composite facility QI score which can range ftom 0-40. The best 20% of the

facilities for each QJ in the state receive full points assigned to that QI, the poorest l5% of
the facilities in the state for that QI receive no points. Points are distributed on a straight line
relationship beiween those two thresholds.

2. Quality of life and resident satisfaction measures (QoL/RS) based on an annual in-person

survey ofa representative sample ofresidents (approximately 13,000). Domains measured in
the survey are satisfaction with care, mood, comfoft, environmental adaptations, pt'ivacy,

dignity, meaningful activity, food enjoyment, autonomy, individuality, security, and

relationships. Proportions ofpositive respohses in each domain are summed to fonn a total

QoL/RS score which is risk-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 according

to findings of their most lecent or prior MDH survey, confitmed complaints, and listing as a

Special Focus provider. The facility score takes into account number ofdeficiencies,
particularly those indicting actual harm, substandard quality ofcare, or immediate jeopardy.

B. Quality improvement inc€ntive system beginning October 1' 2015.

For purposes ofcalculating the quality component ofthe payment rate for external fixed costs

under section 23.140, the commissioner shall develop a quality improvement incentive program in

consultation with stakeholders. The annual funding pool available for quality improvement incentive

payments shall be equal to 0.8 percent of all opefating payments, not including any rate

components resulting from equitable cost-sharing fot'publicly owned nursing facility

program participation under section 20.070, critical access nursing facility program

participation under section 23.21 l, or performance-based incentive payment program

participation under sectìon 22.0761. Folthe period from October 1,2015, to December'31,
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2016,f]ale adjustnrents provided undel this section shall be effective for l5 months. Beginning

January 1, 2017, annual rate adjustments provided under this section shall be effective for one year,

stafting January 1 and ending the following December 3 l. This increase shall be included irl the

external fixed payment rate unclet section 23.140.

SECTION 22.0761 Performance-incentive payments beginning July 1, 2007'

A. Beginning July l, 2007, nursing facilities may contract to earn negotiated performance-

incentive Medicaid payments up to five percent above the facilifies' operating payment rates for
achieving contracted improvements in their quality of services. The Commissioner will accept

qualified proposals from facilities submitted in t'esponse to an annual request for proposals that

are designed to improve outcomes or achieve efficiencies through diverting or discharging

residents to the community, adopting new technology to improve quality or efficiency, improve
quality as measured by the Nursing Home Report Card or reduce acute care costs Nul"sing

facilities with existing contracts for the maximum 5olo perfotmance incentive payments for rate

year October l, 2009 are not eligible to apply. Criteria that will be used by the selection

committee in reviewing the proposals include: the impoúance ofthe proposal; 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 whether any

collaborative plan is clear.

Approved: JUN242019
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The Depadment will enter into negotiations with those providers recommended by ihe selection

committee. The total computable amount for state fiscal year 2009 is $6,714,000 plus federal

financial participation. The total computable amount for state fiscal year 2010 and subsequent

years is $6,042,600 plus federal financial participation. The incentive payments are timelimited
rate adjustments paid for one to three years depending upon the project as approved for payment

by the Commissioner. Payments ate made in the usual manner in the monthly remittance advice

as pârt ofthe daily per diem for Medicaid eligible nursing home residents.

B. Specified outcomes and related criteria shall consider:
(l ) successful diversion or discharge of residents to the community;
(2) adoption ofnew technology to improve quality or efficiency;
(3) imploved quality as measured by the Nursing Home Repoft Card;
(4) reduced acute care costs; and
(5) any additional outcomes proposed by a facility that the Commissioner ofHuman
Services fi nds desirable.

SECTION 22.076l- Chîngesto nursing facility reimbursement beginning October 1,2007.
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A. Effective october 1,2007 , a nursing facility in oitef Tail county that was licensed for 57

beds as ofDecember 31,2004, shall receive an inctease to the 60'l' percentile ofthe operating

rates ofall other Otter Tail County nursing facilities.

B. Effective October 1,2007, a nursing facility in Martin County licensed for 93 beds as of
January 1,2006, shall receive an increase in the operating rate of $5 per resident day for all

case mix classes.

C. For the rate year beginning Octobel' I ,2001 , each lacility receives an operating payment mte

adjustment equal to 1.87 percent ofthe operating payment rate in effect on September 30,

2001 .

(1) Seventy-five percent ofthe money resulting from the rate adjustment must be used to

increase the Medicaid poltion ofthe compensâtion-related costs for employees

directly employed by the facility on or after the effective date ofthe rate adjustment,

except:

(a) the adrninistlator;
(b) central office staffofa corporation that has an ownership interest in the

facility or exercises control over the facility; or
(c) persons paid by the facility under a management contract.

(2) Two{hirds of the money available for compensation-related costs must be used for

the Medicaid portion ofwage increases for all employees directly employed by the

facility on or after the effective date ofthe rate adjustment except those listed in
clause I (a) through (c).

(3) The wage adjustment that employees receive under paragfaph (2) must be paid as an

equal hourly percentage wage increase for all eligible employees. All wage increases

must be effective on the same date. Only costs associated with the portion ofthe
equal hourly percentage wage increase that goes to all employees shall qualify under

this paragraph. Costs associated with wage increases in excess ofthe âmount ofthe
equal hourly percentage wage increase provided to all employes shall be allowed only

for meeting the requirements in clause l. This paragraph shall not apply to employees

covered by a collective bargaining agreement.

(4) Cornpensation-related costs shall include all costs for:

(a) wages and salaries;
(b) FICA taxes, Medicare taxes, state and federal unemployment taxes, and
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workers' compensation;
(c) the employer's share ofhealth and dental insurance, life insurance,

disability insurance, Iong-term care insurance, uniform allowance, and
pensions; and

(cl) other benefits provided, subject to the approval of the commissioner.

(5) The portion ofthe rate adjustment under paragraph C that is not subject to the
requirements in clauses I and 2 shall be provided to facilities effective October l,
2007.

(6) Facilities may apply fol the portion ofthe rate adjustment undet paragraph C that is

subject to the requirements in clauses 1 and 2. The application must be submitted to
the commissioner within six months of the effective date of the l'ate adjustment, and

the facility must provide additional infotmation required by the commissioner within
nine months ofthe effective date ofthe rate adjustment. The commissioner must
respond to al1 applications within three weeks of receipt. The cornmissioner may
waive the deadlines in this clause under circumstances that are unusual and outside
ofthe normal course of business operations. The application must contain:

(a) an estimate ofthe amounts ofmoney that must be used as specifted in

clauses (l) and (2);

(b) a detailed distribution plan specifying the allowable compensation-related
and wage increases ihe facility will implement to use the funds available
in paragraph (a);

(c) a description ofhow the facility will noti! eligible employees ofthe
contents ofthe approved application, which must provide for giving each

eligible ernployee a copy of the approved application, excluding the
information required in clause (a), or posting a copy ofthe approved
application, excluding the information required in clause (a), for a period

ofat least six weeks in an area ofthe nursing facility to which all
eligible employees have access; and

(d) instructions for employees who believe they have not received the
compensation-related or wage increases specified in clause (2), as

approved by the commissioner, and which must include a rnailing
address, e-mail address, and the telephone number that may be used by
the efirployee to contact the commissioner ot the commissioner's
representative.
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(7) The commissioner shall ensure that cost incl€ases in distlibution plans under

paragraph (6), clause (b), thât may be included in approved applications, comply with the

following requirements :

(a) costs to be incurred during the applicable rate year resulting from
wage and salary increases effective after October 1,2006, and

prior to the first day ofthe nursing facility's payloll period that
includes October 1, 2007, shall be allowed ifthey were not used

in the prior Year's aPPlication;

(b) a portion ofthe costs resulting from tenul€-related wage or salary

increases may be considered to be allowable wage increases,

a'ccording to the following:
(i) determine the facility's employee retention rate;

(iÐ sum the median statewide average employee retention rate

and one-halfofthe standard deviation ofthe statewide

average emPloYee retention rate;

(iií) ifthe amount in (i) is greater than the amount in (ii), the

facility will be allowed to use in its distribution plan a
percentage of anniversary increases equal the amount in
(i) multiplied by the difference between the amount in (l)
and (ii).

(c) the annualized amount of increases in costs for the employer's

share ofhealth and dental insurance, life insurance, disability
insurance, ancl workers' compensation shall be allowable
compensation-related increases ifthey are effective on or after

April 1, 2007, and prior to April l, 2008; and

(d) For nursing facilities in which employees are represented by an

exclusive bargaining representative, the commissioner shall

approve the application only upon receipt ofa letter of acceptance

ofthe dislribution plan, in regard to members ofthe bargaining

unit, signed by the exclusive bargaining ageut and dated after
enactment ofthis subdivision. Upon receipt ofthe letter of
acceptance, the commissioner shall deem all requirements of this

section as having been met in regard to the members ofthe
bargaining unit.

(8) The commissioner shall review applications received under pamgraph (6) and shall
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provide the poftion of the rate adjustment under clauses (l ) and (2) if the

requirements of this item have been met. The rate adjustment shall be effective
October 1. Notwithstanding palagraph C, if the approved application distributes

less

money than is available, the amount ofthe rate adjustment shâll be reduced so that
the amount of money made available is equal to the amount to be distributed.

D. Nursing facilities that participate in the Public Employees Retilement Association (PERA)

shall have the component oftheir payment rate associated with the costs ofPERA
determined for each rate year. Effective for rate years beginning on and aí1er October l,
2007, the commissioner shall determine the poÉion ofthe payment rate in effect on

September 30 each year and shâll subtract that amount froln the payment rate to be effective
on the following October l. The poltion that shall 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 for determinìng rates under this section, divided by the resident days reported for that

year. The commissioner shall add to the payment rate to be effective on October 1 each year

ân amount equal to the repoÉed costs associated with PERA, for the year ended on the most

rccent September 30 for which data is available, divided by total resident days for that year,

as reported by the facility and audited under section2568.441

SECTION 22.0763 Nursing facility râte increase beginning October 1, 2008.

For the rate year beginning October 1, 2008, each facility receives an operating payment rate

âdjustment equal to L00 percent ofthe operating payment rate determined by the blending in
Section 23.160.

(1) Seventy-five percent ofthe money resulting from the rate adjustment must be used to
increase the Medicaid portion ofthe compensation-related costs for employees

directly employed by the facility on or aftet'the effective date ofthe rate adjustment,

except:

(a) the administrator;
(b) central office staffofa corporation that has an ownership interest in the

facility or exercises control over the facility; or
(c) persons paid by the facility under a management contrâct.

(2) Two{hirds of the money available for corrpensation-related costs must be used for
the Medicaid portion ofwage increases for all employees ditectly employed by the

facility on or after fhe effective date ofthe rate adjustment except those listed in

clause (l )(a) through (c).
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(3) The wage adjustment that employees receive under paragraph (2) must be paid as an

equal hourly percentage wage increase for all eligible employees. All wage increases

must be effective on the same date. Only costs associated with the portion ofthe
equal hourly percentage wage increase that goes to all employees shall qualifl under

this paragraph. Costs associated with wage increases in excess ofthe amount ofthe
equal hoully percentage wage inclease provided to all employees shall be allowed
only fol'meeting the requirements in clause 1. This paragraph shall not apply to
employees covered by a collective bargaining agreement.

(4) Compensation-related costs shall include all costs for:

(a) wages and salat'ies;
(b) FICA taxes, Medicare taxes, state and federal unemployment taxes, and

workers' compensation;
(c) the employer's share ofhealth and dental insurance, life insurance,

disability insurance, long-term care insutance, uniform allowance, and
pensions; and

(d) other benefits provided, subject to the approval ofthe commissioner.

(5) The portion of the rate adjustment under paragraph A that is not subject to the

requirements in clauses I ánd 2 shall be provided to facilities effective October l,
2008.

(6) Facilities may apply for the portion ofthe rate adjustment under paragraph A that is

subject to the requirements in clauses I and 2. The application must be submitted to

the commissioner within six months ofthe effective date ofthe rate adjustment, and

the facility must provide additional information required by the commissioner within
nine months of the effective date of the rate adjustment. The commissioner must

respond to all applications within three weeks ofreceipt. The commissioner may

waive the deadlines in this clause under circumstances that are unusuâl and outside

ofthe normal course ofbusiness operations. The applicâtion must contain:

(a) an estimate ofthe amounts ofmoney that must be used as specified in
clauses (1) and (2);

(b) a detailed distribution plan speciffing the allowable compensation-related
and wage increases the facility will implement to use the funds available
in paragraph (a);

(c) a description ofhow the facility will notify eligible employees ofthe
contents ofthe approved application, which must provide fol giving each
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eligibie err.rployee a copy ofthe approved application, excluding the
information required in clause (a), or posting a copy ofthe approved
application, excluding the information tequired in clause (a), for a period
ofat least six weeks in an area ofthe nursing facility to which all
eligible employees have access; and

(d) instl'uctions for employees who believe they have not received the
compensation-related ol wage increases specified in paragraph (b), as

approved by the commissioner, and which must include a mailing
address, e-mail addrcss, and the telephone number that may be used by
the employeé to contact the commissioner or the commissioner's
r€presentative.

(7) The commissioner shall ensure that cost inct€ases in distribution plans under
paragraph (6), clause (b), that may be included in approved applications, comply with the

following requirements :

(a) costs to be incurred during the applicable rate year resulting from
wage and salary increases effective after October l, 2007, and prior
to the first day ofthe nursing facility's payroll period that includes
October' 1, 2008, shall be allowed ifthey were not used in the prior
year's application;

(b) a pofiion ofthe costs resulting from tenure-related wage or salary
increases may be considered to be allowable wage increases,
according to the following:

(i) determine the facility's employee retention râte;
(ii) sum the median statewide average employee retention

mte and one-halfofthe standard deviation ofthe
statewide average employee retention rate;

(iiÐ ifthe amount in (i) is greater than the amount in (ii),
the facility will be allowed to use in its distribution
plan a percentage ofanniversary increases equal to the
amount in (i) multiplied by the difference between the
amount in (i) and (ii).

(c) the annualized amount of increases in costs fot the employer's share

ofhealth 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, 2008, and prior to
April l, 2009; and

(d) for nursing facilities in which employees are represented by an

exclusive bargaining representative, the commissioner shall approve
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the application only upon receipt of a letter ofâcceptance ofthe
distributìon plan, in regard to members ofthe bargaining unit,

signed by the exclusive bargaining agent and dated after enâctment

ofthis subdivision. Upon receipt of the letter of acceptance, the

commissioner shall deem all requilements ofthis section as having

been met in regatd to the members ofthe bargaining unit.

(8) The commissioner shall review applications received under paragraph (6) and shall

provide the poftion ofthe rate adjustment undel clauses (l) and (2) ifthe
requirements of this item have been met. The rate adjustment shall be effective

October I . Notwithstanding paragraph A, if the approved application distributes

less money than is available, the amount ofthe rate adjustment shall be reduced so

that the amount ofmoney made available is equal to the amount to be distributed.

22.07 64. Temporary nursing facility rate adiustment beginning October 1' 2008

For the fate year beginning october 1, 2008, each facility receives a temporary operating payrnent

rate adjustment equal to 1.00 percent ofthe operating payment rate determined by the blending in

Section23.160. This rate adjustment shall be lemoved from the facility's operating payment late for

the rate yeal beginning October 1, 2009.

seventy-five percent ofthe money fesulting ffom the rate adjustment must be used to provide the

Medicaid portion of quarlerly bonus payments and to pay for associated employer costs and other

benefits as specified in seclion 22.0763 for all employees directly employed by the facility on

December 31,2008, March 31,2009, June 30, 2009, and September 30,2009, except:

i. the administrator;
ii. central office staff of a cofporation thât has an ownership interest in the facility or

exercises control over the facility; or
iii. persons paid by the facility under a management contrâct.

Two-thirds ofthe money available as described above in this section must be used for the Medicaid

poÉion ofan equal hourly percentage wage bonus wage increase for all eligible employees.

Facilities may apply for the podion offhe rate adjustment described above in this section which shall

be acted on by the commissioner as described in section 22.07.63, ilem (6). The poftion ofthe rate

adjustment thât is not paft ofthe seventy-five pelcent described above in this section shall be

provided to facilities effective Octobel l, 2008

SECTION 22.0765 Paymentfor post-PERA pension benefit costs
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Nursing facililies that convert of converted after September 30, 2006, frorn public to private

o*n"rrhip shall have a portion of their post-PERA pension costs treated as a component of the

historic operating rate. Effective for the rate years beginning on or after October 1,2009, and

prior to octobef 1,2016, rlle commissioner shall determine the pensìon costs to be included in

the facility's base for determining rates under this section by using the following formula: post-

privatization pension benefit costs as a percent of salary shall be determined from either the cost

ieport for the first full reporting year after plivatization or the most recent report year available,

whichever is later. This percentage shall be applied to the salafy costs of the alternative payment

system base rate year to determine the allowable amount of pension costs. The adjustments

provided for in sections 1.000 to 23.000 shall be applied to the allowable amount. The adjusted

allowable amouirt shall be added to the operating rate effective the first rate year PERA ceases

to remain as a pass-through component of the rate.

SECTION 22.0766 Special diet adiustment
For rate years beginning on or after August l, 2010, in calculating a facility's opel'ating cost per diem

for the purposes of comparing to an array, a median, or other statistical measure of facility payment

rates to be used to determine future rate adjustments, the Department \ryill exclude adjustments for
raw food costs under Section 22.132,Íhat arc related to providing special diets based on religious

beliefs.

SECTION 22.077 Contract payment rates; appeals. Ifa provider appeal is pending conceming

the cost-based payment rates that are the basis for the calculation ofthe payment Iate under the

contractual alternative payment methodology, the Department and the nursing facility may agree on

an interim contract rate to be used until the appeal is resolved. When the appeal is resolved, the

contract rate must be adjusted retroactively in accordance \.vith the appeal decision

Section 22.078 Rate adjustment for sprinkler federal compliance. Beginning october 1,2007, and

ending September 30,2008, a rate adjustment is available for facilities that take action to come into

compliance with existing or pending requirements of the life safety code provisions or federal

regulations governing sprinkler systems. Facilities will receive reimbursement for the Medicaid
poftion ofthe costs associated with compliance if all ofthe following conditions al'e met:

A. the expenses associated with compliance occurred on or aíter January l, 2005, and before

December 3i,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.

Nursing facilities that have spent money or anticipate the need to spend money

to satisfu the most recent life safety code requirements by ( t) installing a sprinkler

system or (2) replacing all or portions of an existing sprinkler system may submit to the
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commissioner by June 30, 2007, on a form provided by the commissionel the actual

cosis ofa completed project or the estimated costs, based on a project bid, ofa planned

project. The commissioner shall calculate a rate adjustment equal to the allowable
costs ofthe project divided by the resident days reported for the report year ending

September 30, 2006. Ifthe costs from all projects exceed the appropriation for this

pul'pose, the commissioner shall allocate the money appropriated on a pro 1'ata basis to the

qualifling facilities by reducing the rate adjustment determined for each facility by an

equal percentage. Facilities that used estimated costs when requesting the rate adjustment

shall report to the commissioner by January 31 , 2009, on the use ofthis money on a

form provided by the commissioner. Ifthe nursing facility fails to provide the report, the

commissioner shall recoup the money paid to the facility for this purpose accot'ding to the

Department ofHuman Services' established credit balance process. Ifthe facility reports

expenditures allowable under this subdivision that are less than fhe âmount lBceived in the facility's

annualized rate adjustment, the commissionet shall recoup the difference.

SECTION 22.080 Exemptions. To the extent permitted by lederal law:

A. Nursing facilities that are Medicare certified and filing a Medicare cost repoft and

have entered into a contract under this section are not requir€d to file â cost report as described in

Section 2.000 for any year after the base year that is the basis for the calculation ofthe contract

paymenf rate for the first rate year ofthe alternative payment contract. Nursing facilities that are not

Medicare certified and are not filing a Medicare cost repoú must file a cost report as described in

Section 2.000.

B. A facility under contract is not subject to audits of historical costs or revenues, or paybacks or

retroactive adjusúnents based on these costs or revenues, except audits, paybacks, or adjustments

relating to the cost report that is the basis fol calculation ofthe first rate year under the contract, and

all subsequent rate years affected by changes to that first rate year payment rate

C. A facility that is under contract with the state under this section is not subject to the state's '
moratorium law on licensure or certification ofnew nursing home beds, unless the projecf results in â

net increase in bed capacity or involves relocation ofbeds from one site to another. Contract

payment rates must not be adjusted to reflect any additionâl costs that a nursing facility incul's as a

result of a construction project undefiaken under this paragraph.

D. As a condition of entering into a contract under Section 22.000, a nursing facility must agree

that any future medical assistance payments for nursing facility sefvices will not reflect any

additional costs attributable to the sale of a nursing facility under the State plan or to construction

undertaken under this section that otherwise would not be authorized under the moratorium exceptíon

process.
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E. Nothing in this section plevents a nursing facility palticipating in the contractual alternative

payment rate methodology described in this section from seeking approval of an exception to the

state's nursing hot.ne mo¡atorium law through the process established in that law. The projected costs

ofthe moratorium exception ploject are not required to exceed the cost threshold, which is

$1,000,000 plus inflation added annually for projects approved after July l, 2001.

(l) Ifa moratorium exception application is approved, the nursing facility's payment rate for
propelty shall be adjusted to reflect the cost oftlle approved project.

(2) Ifa nursing facility receives legislative approval ofan exception to the moratorium, the

facility's râte must be adjusted to reflect the cost ofthe project.

F. Notwithstanding the state's law governing the level of nursing home Medicare ceftification,

and pursuant to any terms and conditions contaìned in the facility's contract, a nursing facility

contiacting with the state under this section is in compliance with state laws if the nursing facility is

Medicare certified.

G. A nursing facility under conûact is allowed to change therapy arrangements from an unrelated

vendor (i.e., a therapist not working for the nursing facility) to a related vendor during the term ofthe
contract.
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SECTION 22.090 Consumer protection.

A. As a condition ofentering into a cont¡act under this section, a nursing facility must agree to

establish resident grievance procedures that are similar to those required under state law.

B. The nursing facility may also be required to establish expedited grievance procedures to

resolve complaints made by shoft-stay residents.

C. The facility must notify its resident council of its intent to enter into a contract and must

consult with the council regarding any changes in operation expected as a result ofthe contrâct.

SECTION 22.100 Contracts are voluntary'

A. Election by a nursing facility of the contractual alternative payment rate is voluntary.

B. The terms and procedures governing the alternative pâyment rates are determined under

Section 22.000 and through negotiations between the Depaúment and nursing facilities that have

submitted a letter of intent to elect the alternative payment rate.

C. For purposes ofdeveloping requests for proposals and contract requirements, and negofiating
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the terms, conditions, and requirements ofcontracts, the Depâltment is exempt flom state rulemaking
requirements.

SECTION22.110 Federal requirements. The Deparlment will implement the contractual

alternative payment methodology subject to any required federal approvals, and in a manner that is

consistent with federal requirements. Ifa provision ofthis section is inconsisfent with a federal

requirement, the federal requirement supersedes the inconsistent provision. The Deparlment will
seek federal approval and request waivers as necessary to implement this section.

SECTION 22.120 Sâlary adjustments. Effective July l, 1998, made available the appropriate

salary adjustment per diem calculated in Section I 1.070 to the total operating cost payment rate of
each nursing facility subject to payment under this section. This salary adjustment per diem became

part ofthe operating payment Ìate in effect on June 30,2001.

SECTION 22.130 Separate billings for therapy services. Nursing facilities must limit charges in
tofal to vendors oftherapy services for renting space, equipment, or obtaining other services during
the l.ate year to the inflated amount from the facility's base year cost reporl. Nulsing facilities that are

located in a county participating in the state's $1 I l5 prepaid medical assistance waiver program are

exempt from this maximum therapy rent revenue requirement

SECTION 22.140 Payment for preadmission screening fees' The estimated annual cost of
screenings for each nursing facility are included as an allowable operating cost for reimbursement

purposes. The estimated annual costs are divided by the facility's actual resident dâys fot'the cost

report period. The resulting per diem amount is included in the calculation ofthe total payment rate.

SECTION 22.150 Noncompliance with baseline statistical and cost information' Ifanursing
facility fails to comply with the baseline statistical and cost information requirements of state law that

require such information by August 31,2004, the Department shall reduce the nursing facility's
payments to 85% ofthe amount they would otherwise have received. The reinstatement of withhelrl
payments is retroactive for no more than 90 days.

SECTION 22.160 Nursing facility rate adjustments beginning September 1' 2013. A
total ofa five percent average rate adjustment shall be provided as described under this

section and under section 22.076.
(a) Beginning September l, 2013, the commissioner shall make available to each

nursing facility reimbulsed 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
paragmph (a) must be used for increases in compensation-relâted costs for employees

directly employed by the nursing facility on or aftel the effective date ofthe rate

adjustment, except:
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(l) the administrator;
(2) persons employed in the central office ofa colporation that has an ownership

interest in the nursing facility or exercises control over the nursing facility; and

(3) persons paid by the nursing facility under a management contract.

(c) The commissioner shall allow as compensation-related costs all costs for:
(l) wage and salary increases effective after May 25,2013;
(2) the employer''s share of FICA taxes, Medicare taxes, state and federal

unemployment taxes, and wolkers' compensation;
(3) the employer's share ofhealth and dental insurance, life insurance, disability
insurance, Iong-term cate insutance, uniform allowance, and pensions; and

(4) other benefits ptovided and workforce needs, including the recruiting and

training ofemployees, subject to the approval ofthe commissioner.
(d) The portion of tlie rate adjusttnent under pafagfaph (a) that is not subject to the

requirements ofparagraph (b) shall be provided to nursing facilities effective September l,
2013. Nursing facilities may apply for the poftion ofthe rate adjustment under paragraph

(a) that is subject to the requirements in palagraph (b). The application must be submitted

to the commissioner within six months ofthe effective date ofthe rate adjustment, and

the nursing facility must provide additional information lequired by the commissioner

within nine months ofthe effective date ofthe rate adjustment. The commissioner must

respond to all applications within three weeks ofreceipt. The commissioner may waive

the deadlines in this paragraph under extraordinary circumstânces, to be determined at the

sole discretion ofthe commissioner. The application must contain:
(1) an estimate ofthe amounts ofmoney that must be used as specified in paragraph

(b);
(2) a detailed distribution plan specifying the allowable compensation-related

increases the nursing facility will implement to use the funds available in clause (1);

(3) a description ofhow the nursing facility will notify eligible employees of
the contents ofthe approved application, which must provide for giving each eligible

employee a copy ofthe approved application, excluding the information lequired in clause

(l), or posting â copy ofthe approved application, excluding the information required in

clause (l ), for a period of at least six weeks in an area ofthe nursing facility to which all

eligible employees have access; and

(4) instructions for employees who believe they have not received the

compensation-l'elâted 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 shall ensure that cost increases in distribution plans under
paragraph (d), clause (2), that may be included in approved applications, comply with the

following requirements :

(l) a portion ofthe costs resulting from tenure-related wage or salaty increases
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may be considered to be allowable wage increases, accolding to formulas that the

commissioner shall provide, where employee retention is above the average statewide

rate of retention of direct-care employees;
(2) the annualized amount ofincreases in costs for the ernployer's share ofhealth

and dental insurance, life insulance, disability insurance, and workers' compensation

shall be allowable compensation-related increases if they are effective on or after April
l, 2013, and prior to APril 1,2014; and

(3) fof nursing facilities in which employees are represented by ân exclusive

bargaining representative, the commissioner shall approve the application only upon

.""ðipt ofã lJtt". ofacceptance ofthe distribution plan' in regard to members ofthe
bargáining unit, signed by the exclusive bargaining agent, and dated after May 25,2013

Upðn receipt ofthè letter ofacceptance, the commissioner shall deem all requirements of
this provisiòn as having been met in regard to the members ofthe bargaining unit'

(f) The iommissioner shall review applications received under pamgraph (d) and

shall provide the poftion ofthe rate adjustment under paragraph (b) if the lequirements

of pargraph (b) are met. The rate adjustment shall be effective September 1, 201 3.

Noìwìthsianding paragraph (a), if the app'oved application distributes less money than is

available, the amòunt ofthe r.ate adjustment shall be reduced based on the ratio of the lower amount

in the approved applicâtion to the amount available as specified in (b) so that the amount ofmoney

made available is equal to the ar¡ount to be distributed.
(g) The increase in this section shall be applied as a percentage to operâting

p;yment rates in effect on Augusl3l,2013. For each facility, the commissioner shall

àeiermine the operating payment rate, not including any rate components resulting from

equitable cost-sharing for publicly owned nursing facility program participation under

section 20.070, critical access nursing facility program participation

under section 23.21l, or performance-based incentive payment

progtam palticipation under section 22.0761, for a RUG class with a weight

of 1.00 in effect on August 31, 2013

sEcTION 23.000 calculation of nursing facility operating and external fixed payment rat€s.

SECTION 23.010 Calculation of nursing facility operating payment rates.

The commissioner shall calculate operating payment râtes using the statistical and cost report lÌled by

each nursing facility for the repoÉ period ending 1 5 months prior to the rate year. Each cost reporting

year shall begin on October I and end on the following September 30. Beginning in 2014, a

statistical and cost repofi shall be filed by each

nursing 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 Reserved
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SECTION 23.030 R€served

SECTION 23.040 R€served

SECTION 23.050 Definitions.

Active beds. "Active beds" means licensed beds thât are;ot currently in layawây status

Activities costs. "Activities costs" means the costs for the salaries and wages ofthe supervisor and

other activities workers, associated flinge benefits and payroll taxes, supplies, services, and

consultants.

Administrative costs. "Administrative costs" means the direct costs for administering the overall

activities ofthe nursing home. These costs include salaries and wages ofthe administrator, assistant

administrator., business office employees, security guards, and associated fringe benefits and payroll

tâxes, fees, contracts, or purchases related to business office functions, licenses, permits except as

provided in the external fixed costs category, employee recognition, travel including meals and

iodging, all training except as specified in direct care costs, voice and data communication or
transmission, office supplies, property and liability insulance and other forms of insurance except

insurance that is a fringe benefit, personnel tecruitment, legal services, accounting services,

management or busìness consultants, data processing, infomation technology, Web site, central or

home office costs, business meetings and seminars, postage, fees for plofessional organizations,

subscriptions, security services, advertising, board of director's fees, working capital interest expense,

bad debts, bad debt collection fees, and costs incurred for travel and housing for pelsons employed

by a supplemental nursing services agency and working in the facility.

Allowed costs. (a) "Allowed costs" means the amounts reported by the facility which are necessary

for the operation ofthe facility and the care of residents and which ale reviewed by the depaltment

for accuracy; reasonableness, in accordance with the requirements set forth in Title XVIII ofthe
federal Social Security Act and the interpretations in the provider reimbursement manual; and

compliance with this section and generally accepted accounting principles. All references to costs in
this section shall be assumed to refer to âllowed costs.

(b) For facilitìes where employees are represented by collective balgaining agents, increases

fr.orn the prior year in costs l.elated to the salaries and wages, payroll taxes, and employel's share of
fr.inge benefit costs, except employer health insurance costs, for facility employees who ate members

of the bargaining ultit are allowed cosLs only if these costs are iucut'red pursuant to a collective

balgaining agreement that was effective on the last day ofthe cost repofting year.
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Tlre commissioner shall allow ulitil March 1 following the date on which the cost repod was required

to be submitted for a collective bargaining agent to notify the commissioner ifa collective bargaining

agreement was not in effeci on the last day ofthe cost repofiing year. Ifthe collective bargaining

agent notifies the comnrissioner by March I that a collective balgaining agreement was not in effect

on tlle last day of the cost rcporting year', the agent must tl.ìen notify the commissioner by October 1

that these costs are incurred pul'suant to an agleemenl ot understandillg between tlie facìlity arrd the

collective bargaining agent in order for the above costs to be allowed.

(c) In any year for which a pottion of a facility's lepolted costs ale not allowed costs under

par.agraph (b), when calculating the operating payment mte for the facility, the commissionet shall

use the facility's allowed costs from the facility's secoud most recent cost repolt in place ofthe

nonallowed costs. For the purpose of setting the othel operating payment fate, the rate shall be

reduced by the iliffererrce betweer, the nor,allowed costs and the allowed costs from the

facility's second most recent cost report.

centers for Medicare & Medicaid services. "centers for Medicare & Medicaid Services or cMS"
means the federal agency, in the united states DepaÉment of Health and Human services that

adminisfers Medicaid.

commissioner. ,,commissioner" means tlìe commissioner of human services unless specified

otherwise.

Desk audit. "Desk audif' means the establishment ofthe payment rate based on the commissioner's

review and analysis ofrequired repoñs, suppofting documentation, and work sheets submitted by the

nursing facility.

Dietary costs. ,,Dietary costs,, means the costs for the salaries and wages ofthe dietary supervisor,

dietitians, chefs, cooks, dishwashers, and other employees assigned to the kitchen and dining room,

and associated fringe benefits and payroll taxes. Dietary costs also include the salaries or fees of
dietary consultânts, dietary supplies, and food preparation and serving.

I)irect care costs. "Direct care costs" meâns costs for the wages ofnursing administration, direct care

registered nurses, licensed practical nurses, certified nursing assistants, trained medication aides,

employees conducting training on resident care topics, and associated fringe benefits and payroll

taxès; services from a supplemental nursing services agency; supplies that afe stocked at nursing

stations or on the floor and distributed or used individually, including, but not limited to: alcohol,

applicators, cotton balls, incontinence pads, disposable ice bags, dressings, bandages, water pitchers,

tongue depressors, disposable gloves, enemas, enema equipment, soap, medication cups, diapers,

plaJtic waste bags, sanitary products, thermometers, hypodermic needles and syringes, clinical
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rcagents or similar diagnostic agents, dlugs that are not paid on a separate fee schedule by the

medical assistance program or any other payer, and technology related to the provision ofnursing
care to residents, such as electronic chaÉing sysfems. Effective August 1,2009, direct care costs also

means wages of employees conducting training in resident care topics, costs of materials used for
resident cal€ training and training course outside ofthe facility attended by direct cale staff on

resident care topics. Effective Octobet 1,2017, direct care costs also means costs for nurse

consultants, pharmacy consultants, and medical directors

Employer health insurance costs. "Employer. health insurance costs" means ptemiu:n expenses for
glo¡p covel?ge, actual expenses inculred for self-insured plans, including reinsurance; aud employer

contributions to employee liealth reimbursement and health savings accounts. Premium and expense

costs and coutt'ibutions are allowable for employees, atrd the spouse and dependents ofthose

employees who are employed on average at least 30 hours per week. Employer costs for health

ìnsurance for spouse and depenclents of palt-tinie enìployees shall not be an allowable cost.

External fixed costs. "External fixed costs" means costs relâted to the nursing home surcharge;

Minnesota Health Department Iicensure fees; family advisory council fees; scholarships; planned

closure rate adjustments; single bed toom incentives; plopefty taxes; âssessments, and payments in

lieu oftaxes; employef health insurance costs, quality incentive payment râte adj ustments;

performance-based incentive payments; special dietary needs; r'ate adjustments under 23.212

effective on or after January l, 201 8; and PERA.

Facility average case mix index. "Facility average case mix index" or ''CMI" means a numerical

value score thât describes the relative resource use for all residents within the groups under the

resource utilization group (RUGJII) classification system prescribed by the commissioner based on

an assessment ofeach resident. The facility average CMI shall be computed 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 system described in section 14.

Facility type groups. Facilities shall be classified into two groups, called "facility type groups,"

which shall consist of:
(1) C&NC/R80: facilities that al.e hospital-attached, or al'e licensed as described ìn section 20.030;

and
(2) freestanding: all other facilities.

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

statisticâl records, and related suppofting documentation on the nursing home and any related

organization.

Fringe benefit costs. "Fringe benefit costs" means the costs for group life; dental; workers'

compensation; shoÉ- and long-term disability; long term care insurance; accident insurance;
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supplemental insurance; legal assistance insurance; profit sharing; other costs not considered

emptoyer health insurance costs, including costs associated with palttime employee family rnembers

or ietiiees; and pension and retirement plan contributions, except for the Public Employees

Retirement Association.

Generally accept€d âccounting principles. "Generally Accepted Accounting Principles" means the

body of pionouncements adopted by the American Institute ofceftified Public Accountants

legarding proper accounting ptocedures, guidelines, and rules.

Hospital-attached nursing facility status. (a) "Hospital-attached nursing facility" means a nursing

facility which meets the requirements ofclauses (l) and (2); or (3); or (4), or had hospital-attached

status pfiof to January l, 1995, and has been recognized as having hospital-attached status by cMS

continuously since that date:

(l ) the nursing facility is recognized by the federal Medicare prog|am to be a hospital-based nursing

facility;

(2) the hospital and nursing facility are physically attached or connected by a corridor;

(3) a nursing facility and hospital, which have applied for hospital-based nursing facility status under

ttre fede.ut Ñ4edicare program during the reporting year, shall be considered a hospital-attached

nursing facility for. purposes of setting payment rates undel this section. The nursing facility must

file itsiost report fòl.tÀat repoting year using Medicare pri ciples and Medicare's recommended

cost allocation methods had the Medicare program's hospital-based nutsing facility status been

granted to fhe nursing facility. For each subsequent rate year, the nursing facility must meet the

ãefinition requirements in clauses (l) and (2). Ifthe nursing facility is denied hospital-based nursing

facility statuJ under the Medicare program, the nursing facility's payment rates for the rate years the

nursing facility was considered to be a hospital-attached irursing facility according to this paragraph

shall bè recalculated treating the nursing facility as a non-hospital-attached nursing facility;

(4) ifa nonprofit or. cornmunity-operated hospital and attached nursing facility suspend operation_of

thó nospitai the remaining nursing facility must be allowed to continue its status as hospital-attached

for ratscalculations in the three rate yeafs subsequent to the one in which the hospital ceased

operations.

(b) The nursing facility's cost report filed as hospital-attached facility shall use the same cost

aliocation principles and methods used in the reports filed for the Medicare program. Direct

identificati,on of costs to the nursing facility cost center will be permitted only when the comparable

hospital costs have also been directly identified to a cost center whicli is not allocated to the nursing

facility.
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Housekeeping costs. "Housekeeping costs" means the costs for the salaries and wages ofthe
housekeeping supervisor, housekeepers, and other cleaning employees and associated fringe benefits

and payroll taxes. lt also includes the cost ofhousekeeping supplies, including, but not limited to,

cleaning and lavatory supplies and contract sewices.

Laundry costs. "Laundry costs" means the costs fof the salalies and wages ofthe laundry supervisor

and other laundry employees, associated fringe benefits, and payroll taxes. It also includes the costs

of linen and bedding, the laundering of resident clothing, Iaundry supplies, and conttact services.

Licensee. "Licensee" means the indìvidual or organization listed on the form issued by the Minnesota

Department of Health.

Maintenânce ând plant operations costs. "Maintenance and plant operations costs" means the costs

for the salaries and wages ofthe maintenance supervisor, engineers, heating-plant employees, and

other maintenance employees and associated fringe benefits and payroll taxes. It also includes direct

costs for maintenance and opelation ofthe building and grounds, including, but not limited to, fuel,

electricity, medical waste and garbage removal, water, sewer, supplies, tools, and repairs.

Median total care-related cost per diem and other operating per diem determined'

(a) The commissionel shall detet rnine the l¡edian total care-related per diem to be used in

section 23.100 and tlìe median othel operating per dietn to be used in section 23.120 usirig the cost

repofts flom numing facilities in Anoka, Carver, Dakota, Hennepin, Ramsey' Scott, and Washington

Counties.

(b) The median total cale-related pel dienr shall be equaì to 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 ¡rer diem sliall be equal to the median other opelating per dietn

for facilities located in the coulrties listed in palaglaph (a). The other operating per dieln shall be the

surn ofeach facility's adrninisttative costs, dietary costs, housekeeping costs, laundly costs, and

n.ìaintenance alìd plant operatiotìs costs divided by each facility's resident days.

Normalized dir€ct care costs per day. "Normalized direct cale costs per day" means djrect care

costs divided by standardized days. It is the costs per day fot'direct care setvices associated with a
RUG's index of I .00.
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STATE: MINNESOTA
Effective: January l, 2019
TN: l9-03
Approved: JUN t4 ¿019

Supersedes: 17-26 (17 -16,

ATTACHMENT 4.I9-D (NF)
Page 177

l 7-01, I 6-04, 1 5-l 0,14-13,13-l 6,12-23,12-15,12-ll,l1 -26,11 -17,11

13,I t-08,10-25, I 0-l 5,1 0-l 3,09-26,08-l 8.08- I 5,07- I 0,07 -07,06-13,05 -14

other direct câre costs. "other direct câfe costs" means the costs for the salaries and wages and

associated fringe benefits and payroll taxes oftnental health workers, religious personnel, and other

direct care employees not specified in the definition ofdirect care costs.

Payroll taxes. ',Payroll taxes" means the costs for the employer's share ofthe FICA and Medicare

withholding tax, and state and federal unemployment compensation taxes.

Prior system operating cost pâyment râte. "Prior system opelating cost payment rate" means the

operating cost payment rate in effect on December 31, 2015, under Minnesota rules and Minnesota

siatutes, inclusive ofhealth insurance plus property insurance costs from external fixed, but not

including rate increases allowed under Section 20.070.

Private paying resident. "Pfivate paying resident" means a nursing facility resident who is not a

medical ãsiisøìce recipient and whose payment rate is not established by another third party,

including the Veterans Administration or Medicale.

Rate year. "Rate year" means the l2-month period beginning on January 1.

Raw food costs. "Raw food costs" means the cost of food provided to tiufsing facility residents and

the allocation ofdietary credits. Also included are specìal dietary supplements used for tube feeding

or oral feeding, such as elemental high nitrogen diet.

Related organization, "Related organization" means a person that fut'nishes goods or services to a

nursing facility and that is a close felative ofa nursing facility, an affiliate ofa nursing facility, a

close relative ófan affiliate ofa nursing facility, or an affiliate ofa close relative ofan affiliate ofa
nursing facility. As used in this subdivision, paragraphs (a) to (d) apply.

(a) "Affiliate" means a person that directly or indirectly through one or more intermediaries, controls

or is controlled by, or is under common control with another person.

(b) "Person'' means an individual, a corporation, a partnership, an âssociation, a trust, an

unincorporated organization, or a government or political subdivision.

(c) ',Close relatiVe ofan affiliate ofa nursing facility" means an individual whose relationship by

blood, marriage, or adoption to an individual who is an affiliate ofa nursing facility is no.more

remote than first cousin.

(d) ',control" including the terms "controlling," "controlled by," and "under common control with"

means the possession, direct or indirect, ofthe power to direct or cause the direction ofthe
¡nunug"¡n"nt, operations, or policies ofa pelson, whether thlough the ownership of voting securities,
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by contract, or otherwise.

Reporting period. ,,Reporling period" means the one-year period beginning on october I and ending

on itr" follo*ing September 30 during which incurred costs are accumulated and then repofted on the

statistical and cost repoÉ. If a facitity is reporting fot' an interim ol settle-up peliod, the reporting

period beginnirrg date may be a date other than October I . An interim oÍ settle-up lepoÉ must cover

ât least five rronths, but no lnole than l7 months, and must always end on September 30.

8- t 8,08-15,07- 10,07 -07,06-13,05-t4)

Resident day or actual residenf dây. "Resident day" or "actual resident day" means a day for which

nurcing services are rendered and billable, or a day for which a bed is held and billed. The day of
admission is considered a resident day, t€gardless ofthe time ofadmission. The day ofdischarge is

not considered a resident day, regardless ofthe tirne of discharge.

salaries and wages. ,,salaries and wages" means âmounts eamed by and paid to employees or on

behalf of employees to compensâfe fol necessary services provided. Salaries and wages include

accrued vestèd vacation and accrued vested sick leave pay. Salalies and wages must be paid within

30 days ofthe end ofthe reporting period in order to be allowable costs ofthe reporting period.

Social services costs, "Social services costs" meâns the costs for the salaries and wages ofthe
supervisor and other social work employees, associated fringe benefits and payroll taxes, supplies,

seivices, and consultants. This category includes the cost ofthose employees who manage and

process admission to the nursing facility.

Stakeholders. "Stakeholdel's" means individuals and representatives of organizations interested in

long-term care, including nulsing homes, consumers, and labor unions.

Standardized days, "standardized days" means the sum of resident days by case mix category

multiplied by the RUG index for each category. when a facility has resident days at a penalty

classification, tfiese days shall be repolted as resident days at the RUG class established immediately

after the penalty per.iod, if available. and othe|wìse, at the RUG class in effect before tbe penalty

began.

Statistical and cost report, "statistical and cost report" means the forms supplied by the

commissioner for annual repofting of nursing facility expenses and statistics, including instrucfions

and definitions of items in the report.

Therapy costs. "Therapy costs" means any costs l€lated to therapy services provided to residents that

are not separately billable frorn the daily operating rate.

Section 23.060. Reporting of statistical and cost informâtion. (a) All nursing facilities shall

provide information annually to the commissionel on a form and in a manner determined by the
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commissioner. The commissioner may also require nursing facilities to provide statistical and cost

information for a subset ofthe items in the annual l€poft on a semiannual basis. Nursing facilities

shall report only costs directly related to the operation of the nursing facility: The facility shall not

include costs which are separately reimbursed by residents, medical assistance, or other payors.

Allocations ofcosts from central, affiliated, or corporate oiTice and related organization transactions

shall be reporled according to Section 3.040. Beginning with the September 30, 2013, reporting
year, the commissioner shall no longer grant to facilities extensions to the frling deadline. Tbe

commissioner may separately require facilities to submit in a manner specified by the commissioner

documentation ofstatistical and cost information included in the report to ensure accuracy in

establishing payment rates and to perfonn audit and appeal review functions under this section.

Facilities shall retain all records necessary to document statistical and cost information on the report

for a period of no Iess than seven years. The commissioner Ínay amend information in the report

according to section 23.060. The commissioner may reject a repofi filed by a nursing facility under

this section ifthe commissioner detèrmines that the repoÉ has been filed in a form that is incomplefe

or inaccurate and the infonnation is insufficient to establish accurate payment rates. In the event that

a complete report is not submitted in a timely mannet, the commissioner shall reduce the

reimbursement payments to a nursing facility to 85 percent ofamounts due until the information is

filed. The release of withheld payments shall be retroactive for no more than 90 days' A nursing

facility that does not submit a repoÉ or whose report is filed in a timely manner but determined to be

incomplete shall be given written notice that â payment reduction is to be implemented and allowed

ten days to complete the repoft prior to any payment reduction. Ifcircumstances exist that are

unusual and outside ofthe normal course ofbusiness operations, the commissioner may delay the

payment withhold at the sole discretion ofthe commissioner. An example ofan exceptional

circumstance would be the illness ofseveral employees involved in cost report preparation.

(b) Nursing facilities may, within l2 months ofthe due dâte ofa statistical and cost reporl, file an

amendment when errors or omissions in the annual statistical and cost report are discovered and an

amendment would result in a rate increase ofat least 0.15 percent ofthe statewide weighted average

operating payment rate and shall, at any time, file an amendment which would result in a rate

reduction of at least 0.1 5 percent of the statewide weighted average operating payment rate. The

commissioner shall make retroactive adjustments to the total payment rate ofa nursing facility if an

amendment is accepted. Where a retroactive adjustment is to be made as a result ofan amended

repofi, audit findings, or other detelmination ofan incorrect payment rate, the commissioner may

seitle the payment error through a negotiated agreement with the facility and a gross adjustment of
the paymenfs to the facility. Retroactive adjustments shall not be applied to private pay residents.

An àmor or omission for purposes ofthis item does not include a nursing facility's determination that

an election between permissible alternatives was not advantageous and should be changed.

(c) Ifthe commissioner detefmines that a nursing facility knowingly supplied inacculate or false

information or failed to file an amendment to a statistical and cost report that resulted in or would

result in an overpayment, the commissioner shall immediately adjust the nulsing facility's payment
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rate and tecover the entire overpayment. The commissioner may also terminate the commissioner's

agreement with the nursing facility and prosecute under applicable state or federal law.

Section 23.070. Audit authority. (a) The commissioner may subject reports and supporting

documentation to desk and fìeld audits to determine compliance with this section. Retroactive

adjustments shall be made as a result of desk or field audit findings ifthe cumulative impact of the

finding would result in a rate adjustment ofat least 0.15 percent ofthe statewide weighted average

operating payment rate. lfa field audit reveals inadequacies in a nursing facility's rccord keeping or

accounting practices, the commissioner may require the nursing facilìty to engage competent

professional assistance to correct those inadequacies within 90 days so that the field audit may

proceed.

(b) Field audits may covel.the four most recent annuâl statistical and cost lepoÉs for which desk

audits have been completed and pâyment rates have been established. The field audit must be an

independent review ofthe nursing facility's statistical and cost report. All transactions, invoices, or

other documentation that support or relate to the stâtistics and costs claimed on the annual statistical

and cost feports are subject to review by the field auditor. Ifthe plovider fails to provide the field
auditor access to supporting documentâtion related to the information reported on the statistical and

cost report within the time period specified by the commissioner, the commissioner shall calculate the

total payment rate by disallowing the cost ofthe items for which access to the supporting

documentation is not provided.

(c) Changes in the total payment rate which result fi'om desk or field audit adjustments to statistical

and cost repofis for repoÉing years eatlier than the four most recent annuâl cost reports must be made

to the four most recent annual statistical and cost reports, the current statistical and cost repoft, and

future statistical and cost repofts to the extent that those adjustments affect the total payment rate

established by those reporting years.

(d) The commissioner shall extend the period for retention of rccolds under section 23.050 for
purposes of performing field audits as necessary to enforce Minnesota Statutes, 2568.48 with wrjtten

notice to the facility postmarked no later than 90 days prior to the expiration ofthe record retention

requirement.

Section 23.080. Calculation of care-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 other care-related per diem shall be the sum ofthe facility's activities costs,

other direct care costs, raw food costs, thelapy costs, and social services costs, divided by the

facility's resident days.

Section 23.090. Determinafion oftotal care-related per diem. The total câre-related per diem for
each facility shall be the sum ofthe direct care per diem ând the other care-related per diem.
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section 23.100. Determination of total care-related limit, (a) The median total care-related per

diem shall be detennined accor.ding to definition of median total-care related per diem in section

23.050.

(b) A facility's total care-lelated limit shall be a variable amount based on each facility's quality

score, as determined under section 22.076, i:tem (A):

(l) the quality scote detelmined in section 22.076 shall be multiplied by 0.5625;

(2) add 89.375 to the amount determined in clause (l), and divide the total by 100; and;

(3) rnultiply the amount detetminecl iu clause (2) by the median total care-relatecl per diem

detel mined in section 23.050.

(c) A RUG's weight of 1.00 shall be used in ihe calculation ofthe rnedialr total care-related per diem,

and in cornparisotrs of facility-specific direcl cae costs 1o the median

(d) A fàcìlity that is above its total care¡ elated limit as determined according to palagraph (b) sliall

have íts total care-related pef diçm reduced to its limit. Ifa reduction ófthe total care-related per

diem is necessary due to this limit, the leduction shall be made proportionally to both the direct care

per diem and the other care-related pet diem.

Section 23.1 10. Reserved

Section 23.120. Determinâtion of other operating price. The price for othel operating costs shall

be determined as 105 percent of the median other operating per diem described in section 23.050.

Section 23.130. Exception for specialized care facilities.

(a) For r.ate years beginning on or after January 1, 2016, the care-related limit for specialized care

facilitìes shall be increased by 50 petcent.

(b) "Specialized care facilities" ate facilities with specialized treatrnent programs for residents with

physical disabilities, or is a facilìty with 96 beds on January l, 2015, located in Robbinsdale that

specializes in the treatlnent of Huntington's Disease.

section 23. l3 l. Nursing facility in Golden valley. Effective fol the fate yeal beginning January l,
2016, and all subsequent rate years, the operating paylnent rate for a facility located in the city of
Golden Valley with 44 licensed rehabilitation beds as ofJanuary 7,2015, must be calculated withoul
the application ofthe rate ìirnit in section 23.100 and shall no1 be lirnited to tlie price detetrnined in

section 23.1 20.
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Section 23.132. Special dietary needs. The Commissioner shall adjust tlie rates ofa nursing facility
that nÌeets the criteria fol the special dietary needs of its residents, including the requitetnents for
kosher and halal pr.oducts. The adjustlnenl for raw food cost shall be the difference between the

nu.sing facility,s tnost fecently repoúed allowable law food cost per diem and I l5 percent ofthe
median allowable raw food cost per diem. For râte years beginning on or aftet January I , 2016, this

amount shall be ¡elnoved from allowable raw food per diem costs under operating costs and included

in the external fixed per dietn late under section 23.140.

Section 23.133.Nursing facilities in border cities. Eflective for the rate yea| beginning January I ,

2016, and annually thereafter', opelating payment rates of a non-profit nul sing facility thât exists on

January I , 2015, is located anywhele within the boundaries of the city of Breckenridge, and is

reimbursed undel.this section, sliall be adjusted to be equal to the median RUG's rates, including
cornparable rate components as determined by the Cornrnissioner, for the equivalent RUG's weiglit of
the nonprofit nursing facility or facilities locatecl iu an adjacent city in anothel'state and in cities

contiguous to the adjacenl city. The Minnesota facility's operating payment 1âte with a weight of 1.0

shall be computed by dividing the adjâcent city's nursing facilities meclian operating payment rate

with a weight of I .OZ by 1.02.If the adjustments under this subdivision rcsult in a rate that exceeds

the limits ín section 23.120 in a given rate year', the facility's fate shall not be subject to those lirnits

for tlìat rate yeal.. This section sliall apply only if it lesults in a higher operatìng pâyment rate than

would otherwise be determined under this sec1iotl.

Section 23. 140. Calculation of payment rate for external fixed costs. The commissioner shall

calculafe a payment rate for external fixed costs. Thestate will pay the Medicaid pofiion of the

following calculated rate:

(a) For a facility licensed as a nutsing home, the portion related to Minnesota Statutes, 5256 9657 
'

shall be equal to $8.86. For a facility licensed as both a nursing home and a boarding care home, the

portion relâted to Minnesota Statutes, ç256.9657, shall be equal to $8.86 multiplied by the result of
its number ofnursing home beds divided by its total number oflicensed beds.

(b) The portion related to the Minnesota Department of Health licensure fee shall be the amount of
the fee divided by actual resident days.

(c) The portion related to scholarships shall be determined under Section 20.060'

(d) The portion related to development and education of resident and family advisory councils shall

be $5 divided by 365.

(e) The portion related to planned closure rate adjustments shall be as determined under Section

20.027 .
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(f) The portions related to real estate taxes, special assessments, and payments made in lieu of real

estate taxes directly identified or allocated to the nulsing facility shall be the actual amounts divided
by actual resident days.

(g) The potion related to the Public Employees Retirement Association shall be actual costs divided
by resident days.

(h) The single bed room incentives shall be as determined under Section I 1.0568 and Section

22.0738.

(i) The portiou relatecl to employer health insurance costs shall be the allowable costs tlivided by

lesident days.

O Tlre poltion related to special dietary needs shall be the per diem amount determined under sectíon

23.132.

(k) The portion relatecl to quality improvemenl shall be the amount determined under section 22.07 6,

item (B).

(l) The portion felated to tlre performance incentive shall be fhe amount determined under section

22.0761.

(m) The porlion related to consolidation rate adjustrnents shall be the aniount determined under

section 20.1 15.

(n) The payment rate for external fixed costs shall be the sum ofthe amounts in paragraphs

(a) to (m).

Section 23.150. Determination oftotâl payment rates. The total payment rate for a RUG's weight
of 1.00 shall be the sum ofthe total care-related payment rate, other operating payment rate, extemal

fixed cost rate, and the property râte determined under section 22.060. To determine the care-related

payment rate for each RUG's level, multiply each RUG's weight by the direct care portion of the

care-related per diem.

23.160. Reserved

Section 23.170. Hold harmless. (a) For the rate years beginning on or after January l, 2016, no

nursing facility shall receive a cost payment rate, including the propeúy insurance portion of
operating costs plus health insurance component of extemal fixed, less than its cost payment rate

under the prior system, which included operating costs inclusive of health insurance costs plus the
propeÍy insurance conlponent of extemal fixed. The comparison ofpayment-rate components under
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this section shall be made for a RUG's rate with a weight of 1.00.

(b) Fot rate years beginning on ot a'fler Janual y l, 2016, no facility shall be subj€ct to â

reduction ofthe care-related paytneÍìt-rate limit gleater than five percent ofthe median detennined in

section 23.150.

Section 23.180. Appeals. Nursing facilities may appeal, as described under Minnesota Statutes,

$2568.50, the determination ofa payment râte established under this section

Section 23.190. Reserved

Section 23.200 Reserv€d

Section 23.210 Reserved

Section 23.21I Critical access nursing facilities.
Effective July 1,2012, (a) rhe commissioner ofhuman services, in consultation

with the commissioner of health, may designate ceftain nursing facilities as critical access

nursing facilities. The designation shall be granted on a competitive basis, within the

limits of funds appropriated fot' this purpose.
(b) The commissioner shall request proposals from nursing facilities every two years.

Proposals must be submitted in the form and according to the timelines established by

the commissioner. In selecting applicants to designate, the commissioner, in consultation
with the commissioner of health, and with input from stakeholders, shall develop criteria
designed to preseNe access to nursing facility set'vices in isolated areas, rebalance

long-term care, and improve quality. Beginning in fìscal year 2015, to the extent placticable,

the commissioner shall ensure an even distlibution of designations across the state'

(c) Nursing facilities designated as critical access nursing facilities will receive reimbursement
according to clauses (1) to (5):
(1) partial rebasing, with operating payment rates being the sum ofup to 60 percent ofthe
operating payment rate determined in accordance with section 23.150 and at least 40 percent of
the operating payment rate thât would have been allowed had the facility not been designated as

a critical access nursing facility, with the sum of the two portions being equal to 100 percent.

The commissioner may adjust these percentages by up to 20 percent and may approve a request

for less than the amount allowed; (2) enhanced payments for leave days. Upon designation as a

critical access nursing facility, the commissioner shall limit payment for leave days to 60
percent of that nursing facility's total payment rate for the involved resident, and shall allow this
payment only when the occupancy of the nursing facility, inclusive of bed hold days, is equal to
or greater than 90 percent; (3) two designated critical access nursing facilities, with up to 100

beds in active service, may jointly apply to the commissioner of health fot a waiver in order to
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jointly employ a director ofnursing; (4) the minimum threshold under section 16.1374, item F,

shall be 40 percent ofthe amount that would otherwise apply; and (5) the quality-bâsed rate

limits under section 23.100 shall apply to designated critical access nursing facilities.
(d) Designation of a critical access nursing facility shall be for a period of two years, after
which the benefìts allowed under paragraph (c) shall be removed. Designated facilities may

apply for continued designation.
(e) Tlris section is suspended fron January 1,2016,Io Decenber'31,2019.

Section 23.212 Rate adjustments for compensation-related costs
Effective for rate years beginning on and after October I , 2014, (a) Operating payment

rates of all nursing facilities that are reirnbursed under this section or section 22 shall be

increased annually to address changes in cornpensation costs for nursing facility employees
paid less than $14 per hour. Rate increases under this section or secfion 22, effective prior to
October l, 201 6, expire effective January I , 201 8. Rate increases under this section or
seclion 22, effective on or after October 1,2016, expire effective January 1,2019.

(b) Based on the application in paragraph (d), the commissioner shall calculate the

allowable annualized compensation costs by adding the totals ofclauses (l), (2), and (3). The

result is divided by the standardized or resident days from the most recently available cost

repoft to determine per diem amounts, which must be included in the operating portion ofthe
total payment rate and allocated to direct care or other operating costs as determined by the

commissioner:

(1) the sum ofthe difference between $8 and any hourly wage rate less than $8 for
October 1,2014; between $9 and any hourly wage rate less than $9 for October l, 2015;

between $9.50 and any hourly wage rate less than $9.50 for October l, 2016; and between

the indexed value ofthe minimum wage, as defined by state law and any hourly wage less

than that indexed value for rate years beginning on and after October 1, 2017; multiplied by

the number of compensated hours at that wage rate;

(2) using wages and hours in effect during the first three months ofcalend ar yeat 2014,
beginning with the first pay period beginning on or after January 1,2014;33.3 percent ofthe
sum of items (i) to (viii) for October 1,2014;44.4 percent of the sum of items (i) to (viii) for
October 1, 2015 and 22.2 percent of the sum of items (i) to (viii) for October 1, 2016;

(i) for atl compensated hours from $8 to $8.49 per hour, the number ofcompensated

hours is multiplied by $0.13;

(ii) for all compensated hours from S8.50 to $8.99 per hour, the number of compensated

hours is multiplied by $0.25;
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(iii) for all compensated hours from $9 to $9.49 per hour, the number of compensated

hours is multiplied by $0.38;

(iv) for all compensated hours from $9.50 to $ I 0.49 per hour, the number of
compensated hours is rnultiplied by $0.50;

(v) for atl compensated hours from $10.50 to $10.99 per hour, the number of
compensated hours is multiplied by $0.40;

(vi) for all compensated hours from $l 1 to $l 1.49 per hour, the number of compensated

hours is multiplied by $0.30;

(vii) for all compensated hours from $I L50 to $I1.99 per hour, the number of
compe4sated hours is multiplied by $0.20; and

(viii) for all compensated hours from $12 to $13.00 per hour, the number of
compensated hours is multiplied by $0. l0; and

(3) the sum ofthe employer's share ofFICA taxes, Medicare taxes, state and federal

unemployment taxes, workers' compensation, pensions, and contributions to employee

retirement accounts attributable to the amounts in clauses (1) and (2).

(o) For the rate years beginning October I , 2014, and later, nursing facilities that receive

approval ofthe applications in paragraph (d) must receive rate adjustments according to
paragraph (b). The rate adjustments must be used to pay compensation costs for nursing

facility employees paid less than $14 per hour.

(d) To receive a rate adjustment, nursing facilities must submit applications to the

commissioner that include specified data, and spending plans that describe how the funds

from the rate adjustments will be allocated for compensation to employees paid less than $14
per hour. The applications must be submitted within three months ofthe effective date ofany
operating payment rate adjustment under this section. Within three weeks ofreceiving a
complete application, the commissioner will request any additional infomation needed to

determine the rate adjustment. The nursing facility must provide any additional information
requested by the commissioner within six months ofthe effective date ofany operating
payment rate adjustment under this section. The commissioner may waive the deadlines in
this section under extraordinary circúmstances.

(e) For nursing facilities in which employees are represented by an exclusive bargaining

representative, the commissioner shall approve the applications described in paragraph (d)



STATE: MINNESOTA
Effective: January 1, 2019
TN: l9-03
Approved: JUN942019
Supersedes: 17-26(17-16,17-01,16-04,15-10,14-13,13-16,12-23,12-15,12-ll,1l-26,11-17,11'

I 3, I l-08,10-25, I 0-1 5, 10-l 3,09-26,08- I 8,08- 15,07- r 0,07 -07,06-13,05-14')

only upon receipt ofa letter, or letters, of acceptance of the spending plans in regard to

members ofthe bargaining unit, signed by the exclusive bargaining agent and dated after

May 31, 2014. Upon receipt ofthe letter, or letters, of acceptance, the commissioner shall

deem all requirements ofthis section as having been met in regard to the members ofthe
bargaining unit.
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