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A nursing facility shall hold, safeguard and account for residents' personal funds 
upon written authorization from the resident in accordance with all applicable provisions of 
state and federal law. The Department periodically audits residents' personal fund accounts. 

E. Allowable Program Costs and Policies 

Allowable costs are those costs which are necessary and reasonable for an 
efficiently and economically operated nursing facility to provide services to MA residents . 
Allowable costs are identified in and subject to limitations specified in Subchapter E (relating to 
Allowable Program Costs and Policies), Subchapter F (relating to Cost Reporting and Audit 
Requirement) and Subchapter H (relating to Payment conditions, Limitations and Adjustments) 
of 55 Pa. Code Chapter 1187, including the related party cost and prudent buyer principles set 
forth in Sections 1187.57 and 1187.60. Only the direct and indirect costs related to resident 
care are allowable. Any costs ot materials or services covered by payments made directly to 
providers, other than nursing facility services under Medicaid and Medicare or other insurers 
and third parties, are not aJiowable. 

All nursing facilities participating in the MA Program must allocate costs between 
nursing facility services and non-nursing facility services in accordance with the allocation 
bases established or approved by the Department. 

The assessment applied to nursing facilities for fiscal years 2003-2004 through 
2006-2007, 2007-2008 through 2011-2012, and 2012-2tll3 through 2015-2016 is an allowable 
cost under the Medical Assistance Program. The Medical Assistance portion of this 
assessment cost will be reimbursed as an add-on to a nursing facility's per diem rate and will 
be paid in lump sum on a quarterly basis. The Department will determine the nursing facility's 
MA allowable assessment cost by dividing the facility's Quarterly Assessment Payment by the 
facility's total resident days in the applicable corresponding assessment quarter and then 
multiplying the result by the facility's MA days in the applicable corresponding assessment 
quarter. 

The Department of Health's annual health-care associated infection (HAl) surcharge 
on a nursing facility's licensing fee is an allowable cost under the MA Program. The MA 
portion of the HAl surcharge will be reimbursed as a pass-through payment and will be paid on 
an annual basis. A nursing ·tacility's annual HAl pass-through payment will equal the annual 
HAl surcharge fee paid by the nursing facility, less any penalties assessed, as verified by the 
DOH, multiplied by the nursing facility's MA occupancy rate as reported on the nursing facility's 
cost report for the fiscal year in which the annual HAl surcharge is paid. The HAl pass-through 
payment will be made annually within i 20 days after the submission of an acceptable cost 
report provided that payment w it not be made before the later of 210 days from the close of 
the nursing facility fiscal year or the date on which the DOH received payment of the nursing 
facility's HAl surcharge fee . 
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b. For state fiscal years 2005 through 2009 (the transition period), subject to the 
availability of sufficient county, state and federal funds, the Department will make 
county supplementation payments to county nursing facilities in which MA days, as 
defined in 55 Pa.Code § 1187.2, account for at least 80% of the nursing facility's total 
resident days and the number of certified MA beds in the nursing facility is greater 
than 270 beds. 

The Department will negotiate a total supplementation payment amount 
with eligible county nursing facilities. The county supplementation payments 
during the transition period will be based upon an executed intergovernmental 
transfer agreement and a subsequent transfer of funds. The total 
supplementation payment amount in each state fiscal year of the transition 
period will equal the annual amount set forth in Supplement II. 

2. Nonpublic Nursing Facilities 

The Department will pay quarterly supplemental payments to qualified nursing 
facilities for state fiscal years July 1, 2003 through June 30, 2007, July 1, 2007 through 
June 30, 2012, and July 1, 2012 through June 30, 20 '1 6. 

a. To qualify for a quarteriy supplemental payment a nursing facility must: 

(i) Mee·~ the de·firntion of a nursing facil ity as aelined in 55 Pa.Code § 1187.2. 

(ii) Have participated continuously in the MA Program during the entire 
corresponding as~essment quarter. 

(iii) Have reported the information requested by the Department in the 
manner and time period specified by IhE: Department for the corresponding 
assessment quarter. 

b. A nursing faCility H1at is no longer participating in the MA Program on the· day 
on which the supplemental oayment is being made will still be eligible to receive a 
supplemental payment so long as, in addition to n1eeting the criteria in paragraph a. 
above, the facility has paid the assessment amount due to the Department for the 
corresponding assessment quarter. 

c. A nonpublic nursing facility that undergoes a change in ownership will still be 
eligible to receive a supplemental payment so long as it meets the criteria in paragraph 
a above. 
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d. When a nonpublic nursing facility undergoes a change in ownership, the 
supplemental payment will be made to the legal entity of the nursing facility on the date 
the supplemental payment is processed by the Department. 

e. For state fiscal year 2003-2004 the Department will determine a qualified 
nursing facility's supplemental payment by multiplying the facility's MA days as 
reported by the facility for the corresponding assessment quarter by $10.66. 

f. For state fiscal years July 1, 2004 through June 30, 2007, July 1, 2007 through 
June 30,2012, and July 1, 2012 through June 30,2016, a qualified nursing facility's 
supplemental payment will be determined as follows: 

(i) The Department will estimate the amount available for supplemental 
payments by subtracting from the assessment mvenue the amount necessary 
to maintain nursing facility payment rates and the amount necessary to 
reimburse MA allowable costs related to the assessrnent. 

(ii} The available statewide wppl·~rnentc.l revenue will then be divided by 
the most recent statewide MA days available to determine the supplemental 
per diem amount. 

(iii) The supplemental per diem amount will then be multiplied by the 
qualified nursing facility's quarterly MA days as reported by the facility for the 
corresponding assessment quc:;~ter. The product of this calculation will be the 
qualified nursinr, facilily·'~; quarterly suppltJmer.tal payment. 

g. The information ~wnished bj e 3ch qL:~Miecl nurs ing facility is subject to audit 
verification by the Department. 

h. A nursing facili~y that is aggrieved by a detm'llination of the Department as to 
the amount of the quarterly supplemen~al payment due to the nursing facility may file a 
request for review of the decision with the Bureau of Hearings and Appeals. 
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B. Incentive Payments 

1. County MADay One Incentive payment for FYs 2006-2007 thru 2011-2012 and 
2012-2013 thru 2015.:2016. The Department will make MADay One Incentive 
(MOOI) payments to each qualified county nursing facility as an incentive to 
preserve the critical safety network county nursing facilities provide to the poor and 
indigent residents of Pennsylvania . 

a. An annual MOO I will be calculated for each qualified county nursing 
facility, to be paid out in quarterly installments. 

b. To qualify for an MDOI quarterly installment payment, the facility 
must be a county nursing facility both during the entire quarter for 
which the installment payment is bein~ made and at the time the 
installment payment is made. 

c. The Department will calculate each qualified county nursing facility's 
1\11001 quarterly installment payment based on the following formula: 

(i) The total funds allocated for the MOO I payments for the rate 
year will be divided by the total MA days for all county nursing 
facilities to determine the MDOI per diem for the rate year. The 
total MA days used for each county nursing faci lity will be the 
MA days identifiec on the most recent PROMISe data file used 
to deterrnine the facility's ellg•bil ity foe dispmportionate share 
incentive payments. The state funds allocated for FYs 2006-
2007 thru 2012-2013 are as follows: 

FY- 2C06-2007- $ '1·1,858,682 
FY- 2007-2008- $ 12.330,822 
FY- 2008-L.OOfi- $ 9,604,649 
FY - 2008-2\J'I G - $ 't 3,868,883 
FY- 201 0-201 '1 - $ 13,979,89'3 
FY- 201 ·1-20'12- $ 20,574,1a 1 
FY- ;~0 1:2-2(VI3- $ 23,680,-tOE, 
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