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SECTION 100. INTRODUCTION TO PRICE - BASED REIMBURSEMENT SYSTEM 

.. 

A. January 1, 2000, a price-based reimbursement system will be 
implemented to reimburse a nursing facility (NF), a nursing facility with 
waiver (NF-W), a hospital based nursing facility (NF-HB) and a nursing 
facility with a mental retardation specialty (NF-MRS Beginning). 

B. The price-based system is a reimbursement methodology based on a 
standard price set for a day of service as opposed to reimbursing facilities 
based on the latest submitted cost report. The. standard price is based on 
reasonable, standardized wage rates, staffing ratios, benefits and 
absenteeism factors and "other cost" percentages. 

C. A rate model was developed which resolves issues inherent in the current 
system reflects current reimbursement methodology trends and satisfies 
the needs of the Department and the Provider community. The goal of the 
price-based methodology was to develop a uniform, acuity adjustment 
rate structure that would pay a nursing facility the same reimbursement 
for the same type of resident served . This rate structure accounts for 
resource utilization and allows rates to increase annually by an 
appropriate inflationary factor. The rate model is market based and 
accounts for the higher wage rates urban facilities must pay their 
employees; therefore the urban average rate is slightly higher than the 
rural. The rate does not distinguish between hospital based and 
freestanding facilities. 

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

1. To assure that needed nursing facility care is available for all 
eligible reCipients including those with higher care needs; and, 

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

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

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

TN No. 03-012B 
Supersedes 

iI ' 
Approval Date: _____ _ Effective Date: 11/01/03 

TN No. 00-04 



Revised 
State: Kentucky Attachment 4.19-0 

Exhibit B 
Page 7 

F. The price-based model reimbursement methodology provides for a 
facility specific capital cost add-on calculated using the E.H. 
Boeckh System, a commercial valuation system that estimates the 
depreciated and non-depreciated replacement cost of a facility. 

G. The Office of Inspector General has required the submission of the 
Minimum Data Set (MDS) since 1992 and OMS sought to use a tool 
familiar to the nursing facility industry in order to calculate case-mix. 
The case-mix portion of the rate will utilize the MDS 2.0 and the 
Resource Utilization Group (RUG) III to calculate the individual 
facility's average case-mix. 

H. The case-mix portion of the rate will be adjusted quarterly to reflect 
the facility's most recent case-mix assessment and to adjust the 
direct care and non-personnel operation costs (supplies, etc.) 
portion of the standard price for the current quarter. 

SECTION 110. PARTICIPATION REQUIREMENTS 

. . 

A. The facilities referenced in Section one hundred (100) shall be 
reimbursed using the methodology described in 907 KAR 1 :065. 
These facilities shall be licensed by the state survey agency (Office 
of Inspector General) for the Commonwealth of Kentucky and 
certified for Medicaid participation by the Department for Medicaid 
Services. 

B. A nursing facility, except a nursing facility with waiver, choosing to 
participate in the Medicaid Program will be required to have twenty 
(20) percent of its Medicaid certified beds participate in the 
Medicare program or ten (10) of its Medicaid beds participating in 
the Medicare program whichever is greater. If the NF has less than 
ten (10) beds all of its beds shall participate in the Medicare 
Program. 

C. The Medicaid Program shall reimburse all Medicaid beds in a 
nursing facility at the same rate. The Medicaid rate established for 
a facility is the average rate for all Medicaid participating beds in 
that individual facility . 
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SECTION 120. PAYMENTS FOR SERVICES TO MEDICAREJMEDICAID RESIDENTS 

A. Dually eligible residents and residents eligible for both Medicare and 
Medicaid (non-QMB) shall be required to Exhaust any applicable benefits 
under Title XVIII (Part A and Part B) prior to coverage under the Medicaid 
Program. 

B. APPLICATION. Services received by a resident that are reimbursable by 
Medicare shall be billed first to the Medicare Program. Any appropriate 
co-insurance or deductible payment due from the Medicaid Program shall 
be paid outside the Cost-based facility Cost-Related Payment System in a 
manner prescribed by the Department for Medicaid Services. Co­
insurance and deductible payments shall be based on rates set by the 
Medicaid Program. A day of service covered in this manner shall be 
considered a Medicare resident day and shall not be included as a 
Medicaid resident day in the facility cost report. 

SECTION 130. PRICE-BASED NF REIMBURSEMENT METHODOLOGY 

A. The price-based nursing facility reimbursement methodology reflects the 
differential in wages, property values and cost of dOing business in rural 
and urban designated areas. This results in two standard rates, a standard 
rate reflecting the lower wages for the rural facilities and a slightly higher 
rate for the urban facilities. 

B. The rural and urban deSignated areas are based on the "Metropolitan 
Statistical Area (MSA) designating the urban population centers based on 
the national census and updated on a yearly basis, as published by the 
Federal Office of Management and Budget. 

C. In order to determine the standard rates for urban and rural facilities, the 
department utilized an analysis of fair-market pricing and historical cost for 
staffing ratios, wage rates, cost of administration, food, professional 
support, consultation, and non-personnel operating expenses as a 
percentage of total cost. 

D. The standard price is comprised of the following components and 
percentages of the total rate: 

TN No. 02-02 
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E. The standard price shall be re-based in 2008 and adjusted for 
inflation every July 1. 

F. A portion of the standard price for both urban and rural facilities Will 
be adjusted each calendar quarter for "case-mix". The "case-mix" 
adjusted portion shall Include the following: 

1. The personnel cost of a: 

(a) DON-Director of Nursing; 
(b) RN-Registered Nurse; 
(c) LPN-Licensed Practical Nurse; 
(d) Nurse Aide; 
(e) Activities worker; and 
(f) Medical records director. 

2. The non-personnel operating cost including: 

(a) Medical supplies; and 
(b) Activity supplies. 

G. The "non-case-mix" portion of the standard price shall not be 
adjusted for case mix and includes: 

1. Administration; 
2. Non-direct care personnel; 
3. Food; 
4. Non-capital related costs; 
5. Professional support; 
6. Consultation; 
7. Capital cost component; and 
8. An allowance to offset a provider assessment. 

TN No. 05-005 
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H. The capital cost component shall be an "add-on" to the" non case-mix" 
adjusted portion of the rate. 

I. Ancillaries are servicas for which a separate charge is submitted and 
include: 

1. Speech Therapy; 
2. Occupational Therapy; 
3. Physical Therapy; 
4. Oxygen Servicas; 
5. Laboratory; and 
6. X-ray. 

J. Ancillary therapy services are reimbursed pursuant to 907 KAR 1 :023. 

K. Oxygen concentrator limitations. Effective October 1, 1991, the 
allowable cost of oxygen concentrator rentals shall be limited as 
follows: 

1. A facility may assign a separate concentrator to any resident 
who has needed oxygen during the prior or current month 
and for whom there is a doctor's standing order for oxygen. 
For the charge by an outside supplier to be considered as an 
allowable cost, the charge shall be based upon actual 
usage. A minimum charge by an outside supplier is 
allowable if this charge does not exceed twenty-five (25) 
percent of the Medicare Part B maximum. The minimum 
charge is allowable if the concentrator is used less than an 
average of two (2) hours per day during the entire month (for 
example, less than 60 hours during a thirty (30) day month). 
The maximum allowable charge by the outSide supplier shall 
not exceed one hundred (100) percent of the Medicare Part 
B maximum. For the maximum charge to a facility to be 
considered as the allowable cost, the concentrator shall 
have been used on average for a period of at least eight (8) 
hours per day for the entire month (for example, 240 hours 
during a thirty (30) day month). In those cases where the 
usage exceeds that necessary for the minimum charge and 
is less than the usage required for the maximum charge, the 
reimbursement shall be computed by dividing the hours of 
usage by 

TN No. M:Q!i 
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240 and then multiplying the result of this division by the 
Medicare Part 8 maximum charge. For example, if a 
concentrator is used less than 220 hours during a thirty (30) 
day month and the maximum Part 8 allowable charge is 
$250.00; then the allowable charge is computed by dividing 
the 220 hours by 240 hours and then multiplying the product 
of this division by $250.00 to obtain the allowable charge of 
$229.17. Allowable oxygen costs outlined in this paragraph 
shall be considered to be ancillary costs. 

2. A facility shall be limited to one (1) standby oxygen 
concentrator for each nurses' station. The Medicaid Services 
Program may grant waivers of this limit. This expense shall 
be considered as a routine nursing expense for any month in 
which there is no actual use of the equipment. The allowable 
cost for standby oxygen concentrators shall be limited to 
twenty-five (25) percent of the maximum allowable payment 
under Medicare Part 8 for in home use. 

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

L. The department shall adjust the Standard Price if: 

1. A government entity imposes a mandatory minimum wage or 
staffing ratio increase and the increase was not included in 
the DRI; or 

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

TN No. 03-0128 
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that a cost increase occurred as a result of licensure 
requirement or policy interpretation. 

3. The provider shall submit any documentation required by the 
department. 

SECTION 140. PRICE- BASED NF REIMBURSEMENT CALCULATION 

A. For each calendar quarter, based on the classification of urban and 
rural, the department shall calculate an individual NF's price-based 
rate to be the sum of: 

1. The case-mix adjustable portion of a NF Standard Price, 
adjusted by the individual NF's current average case-mix 
index. Except that until June 30, 2000 the average case-mix 
index shall be the greater of the current average case-mix 
Index or the case-mix average calculated as a ratio of the 
facility's case-mix index to the statewide average case-mix 
index that would have been used for January 1, 2000 rate 
selting. After July 1, 2000 the individual NF's actual average 
case-mix shall be used in the rate calculation; and 

2. The non-case-mix adjustable portion of the assigned total 
Standard Price and the capital cost component. 

B. A capital cost component shall be calculated on an individual facility 
basis based on the facility appraisal completed in November 1999. 
Reappraisal shall be conducted and utilized to determine the facility 
specific capital component. The department shall appraise a price­
based NF to determine the facility specific capital component again 
in 2009. The Department shall contract with a certified appraisal 
company to perform the appraisal using the E.H. Boeckh Valuation 
System. The appraisal is based on the depreciated replacement 
value of the individual facility. The same Appraisal Company shall 
perform any re-appraisal that may be requested by a facility within 
that five-year period. 

C . . A facility may request a re-appraisal within five years ' should 
renovations or additions have a minimum total cost of $150,000 for 
facilities with more than sixty (60) licensed beds. For facilities 
having sixty (60) or less licensed beds, the total renovation or 
addition must be a 

TN No. 05-001 
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minimum total cost of $75,000. The individual NF shall submit 
written proof of construction cost to the department In order to 
request a reappraisal. The Individual NF shall relrnbursa the 
department's contracted appraisal company for the cost of the 
appraisal. The department shall reirnbursa the facility the cost of 
the appraisal or re-appralsal upon receipt of Ii valid copy of the paid 
invoice from the Appraisal Company. 

O. A capital cost component shall be calculated on an individual facility 
basis. A capital cost component based on the results of the 
appraisal shall be the total of the average licensed bed value and 
ten (10) percent of the licensed bed value for land on which the NF 
is built. To this sum, add two thousand dollars per licensed bed for 
equipment. To determine the rate of return for capital cost, multiply 
the sum of the preceding paragraph by the yield on a twenty (20) 
year Treasury bond plus a risk factor of two (2) percant. The rate of 
return shall be no less than nine (9) percent or greater than twelve 
(12) percent per state fiscal year. The final calculation to determine 
the individual NF's capital cost component shall be the product of 
the rate of retum calculation divided by the total number of NF bed 
days as calculated in paragraph F of this section. 

E. To determine the average licensed bed value, the depreciated 
replacement cost of the NF shall be divided by the total number of 
licensed beds in the NF with the following limitations: 
1. The average bed value shall not exceed $40,000; and 
2. Shall exclude: 

(a) Equipment; and 
(b) Land. 

F. NF bed days used In the capital cost rate calculation shall be based 
on actual bed occupancy, except that the occupancy rate shall not 
be less than ninety (90) percent of certified bed days. 

G. The department shall utilize a rate of return for capital costs that 
shall be equal to the yield on a twenty (20) year Treasury bond as 
of the first business day on or after May 31 of each year. Should a 
change of ownership occur pursuant to 42 CFR 447.253 (2)(d), the 
new owner shall continue to recaive the capital 

TN No. lM:QQ 
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cost rate of the previous owner unless the Nf is eligible for re-appraisal 
pursuant to section IV B of this manual. 

SECTION 150. ON-SITE REVIEWS AND VALIDATION 

A. On a quarterly basis, beginning January 1,2000 the department shall 
perform anon-site review of the Nf. The review will consist ofa 
minimum of ten (10) percent of the MDS assessments completed by_ the 
NF. The department shall validate the MDS assessments by using the 
Long Term Care Facility Resident Assessment Instrument User's Manual. 

B. Should the department invalidate a NF's MDS, the NF may appeal the 
findings of the department within seven (7) business days. The 
department shall receive a written request by the NF that the department 
reconsider the invalidation. The department shall conduct the second 
validation with seven (7) business days of receipt of the request and notify 
the provider in writing of the decision. A provider may appeal the second 
validation per 907 KAR 1 :671, Sections 8 and 9. 

SECTION 160. LIMITATION ON CHARGES TO RESIDENTS. 

A. 

B. 

C. 

D. 

TN No. 00-04 
Supersedes 
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Except for applicable deductible and coinsurance amounts, a NF that 
receives reimbursement for a Medicaid resident shall not charge a resident 
or his representative for the cost of routine or ancillary services. 

A NF may charge a resident or his representative for an item if the resident 
requests the item and the NF informs the resident in writiQg that there will 
be a charge. A NF shall not charge a resident for an item or service if 
Medicare or Medicaid pays for the item pursuant to 42 CFR 
483.IO(c)(8)(ii). 
A NF shall not require a resident or an interested party to request any item 
or services as a condition of admission or continued stay. A NF shall 
inform the resident or an interested party requesting an item or service that 
a charge will be made in writing that there will be a charge and the amount 
of the charge. 

A NF may charge a resident for the cost of reserving a bed if requested by 
resident or interested party after the fourteenth (14th) day of a temporary 
absence from the facility pursuant to 907 KAR 1 :022. 
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E. Durable medical equipment (DME) and supplies shall be fumished 
by the NF and not be billed to the department under separate DME 
claim pursuant to 907 KAR 1 :479. 

SECTION 170. REIMBURSEMENT FOR REQUIRED SERVICES UNDER THE 
PRE-ADMISSION SCREENING RESIDENT REVIEW (PASRR). 

A. Prior to admission of an individual, a price-based NF shall conduct 
a level I PASRR in accordance with 907 KAR 1 :755, Section 4. 

B. The department shall reimburse a NF for services delivered to an 
individual If the NF complies with the requirements of 907 KAR 
1:755. 

c. Failure to comply with 907 KAR 1 :755 may be grounds for 
termination of the NF's participation in the Medicaid Program. 

SECTION 180. NF PROTECTiON PERIOD AND BUDGET CONSTRAINTS 

A. For the period of January 1, 2000 through June 30, 2002, a NF shall 
not receive a rate that is less than the rate that was set for the NF 
pursuant to 907 KAR 1 :025E on July 1, 1999, including any capital cost 
and extenuating circumstances add-ons. 

B. The department shall monitor payments on a monthly basis to ensure 
that aggregate payments made to NF's do not exceed the appropriated 
funds In fiscal years 2000 through 2002. 

C. In order to monitor the payments, the department shall on a monthly 
basis notify the industry's representatives in writing the total payment 
amount for the preceding month. 

D. The department shall also place on the Medicaid Internet site the 
amount of payment in aggregate to the NF's for the preceding month 
and the cumulative amount paid for the current state fiscal year. 

TN No. 04-05 
Supersedes Approval Date: JIPR 1 9 2005 Effective Date: 07/15/04 
TN No. 03-012B 



\ 

State: Kentucky 

SECTION 190. ANCILLARY SERVICES 

Revised 
Attachment 4.19-0 
Exhibit B 
Page 16 

A. The department shall reimburse for an ancillary service that meets 
the criteria established in 907 KAR 1 :023 utilizing the 
corresponding outpatient procedure code rate listed in the Medicaid 
Physicians Resource Based Relative Value Scale fee schedule. 

B. The department shall reimburse for an oxygen therapy utilizing the 
durable medical equipment fee schedule. 

C. Respiratory therapy and respiratory therapy supplies shall be 
considered in the routine services per diem rate. 

D. The department shall calculate an add-on amount in accordance 
with 907 KAR 1 :065, Section 12, to be in effect from November 1, 
2003 through June 30, 2004, to a nursing facility's routine services 
per diem rate if the nursing facility incurred cost providing 
respiratory therapy or respiratory therapy supplies for the period 
July 1, 2003 through September 30, 2003. 

E. A nursing facility shall submit documentation requested by the 
department in order to apply for a routine services per diem add-on 
in accordance with 907 KAR 1 :065, Section 12. 

SECTION 200. REIMBURSEMENT REVIEW AND APPEAL 

A NF may Appeal department decisions as to the application of this 
regulation as it impacts the NF's price-based reimbursement rate in 
accordance with 907 KAR 1 :671, Section 8 and 9. 

TN No. 03-0128 
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SECTION 210. COST REPORT INSTRUCTIONS FOR PRICE-BASED 

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

SECTION 1. SCHEDULE NF-I - PROVIDER INFORMATION 

Enter in the appropriate information. Choose whether the cost report is in 
a leap year or a regular 365 day year. Note that the cost report must have 
an original signature by an officer or administrator of the facility. 

SECTION 2. SCHEDULE NF-2 - WAGE AND SALARY INFORMATION 

TN No. 00-04 
Supersedes 
TN No. 96-10 

This schedule records a facility's labor costs. 

A. The pay period starting date should be the first day of the first 
payroll period in the provider's fiscal year. Likewise, the end date 
shall be the final day of the last payroll period in the fiscal year. 

B. Under wage information, the hours paid includes vacation pay, 
sick leave, bereavement, shift differential and holidays in addition 
to time engaged in for regular business activity. Hours worked, in 
contrast, are only those hours that the employee spent at the facility 
in normal work duties. Wages paid should include all 
compensation paid to the employee, including time worked, time 
in training, vacation, and sick time. 

C. Expenses incurred with outside businesses for temporary-nursing 
staff should be placed under contracted services. For each nursing 
category, enter the hours worked by the contract employees and 
the amount charged by the contracting business for wages paid. 
Hours paid and hours worked will differ only if the contract staff 
engaged in training while being employed at the facility . 

D. Benefits paid by the facility for all employees (nursing staff, 
administrative, etc.) should be included under Section C: the 
facility's contribution for health insurance, life insurance, etc. 
would be listed under these categories. 

Approval Date: AUG 1 0 2001 Effective Date: 1-1-00 
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SECTION 3. SCHEDULE NF- 3- STAFF INFORMATION 

On an annual basis the Department for Medicaid Services shall 
select a seven-day period in which the facility records information 
regarding their staffing levels and patient days. 

A. Record the number of residents in your facility in the 
Resident Census section. This includes only those full-time 
resid ents in the certified nursing facility section. 

B. For each of the staff categories, record the number of staff 
on duty. Contract staff should be included in this category. 

C. Continue this throughout the seven-day survey period . 

TN No. 03-012B 
Supersedes 
TN No. 00-04 

Approval Date: _____ _ Effective Date: 11/01/03 
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SECTION 4. SCHEDULE NF- 7 - ALLOCATION STATISTICS 

A. Section A - Ancillary Charges 

1. Column 1. Enter the total charges for each type of 
ancillary service on Line 1 through 6. The sum of lines 
1 through 6 are totaled on line 7. 

2. Column 2. Enter the total charges for each type of 
ancillary service provided to KMAP patients in 
certified beds on lines 1 through 6. Lines 1 through 6 
a summed and totaled on line 7. 

3. Column 3. The Medicaid percentage in column 3 is 
calculated by dividing KMAP charges in column 2 by 
total charges in column 1. Percentages shall be 
carried to four decimal places (i.e., XX) O(XX%). 

B. Section B - Occupancy Statistics. 
Certified Nursing Facility. Use the Bed Days Available 
worksheet on Box C to complete lines 1, 2, and 3. For line 4, 
enter in the Total Patient Days provided to all certified 
nursing facility residents. On line 6, enter in the KMAP 
Patient Days. 

C. Non-Certified and Other Long-Term Care 

, ' 

TN No. 03-012B 
Supersedes 
TN No. 00-04 

1. Lines 1 and 2. Enter the number of licensed beds at 
the beginning and end of the fiscal year. Temporary 
changes due to alterations, painting, etc., do not 
affect bed capacity. 

2. Line 3. Total licensed bed days available shall be 
determined by multiplying the number of beds in the 
period by the number of days in the period. Take into 
account increases and decreases in the number of 
licensed beds and the number of days elapsed since 
the changes. If actual bed days are greater than 
licensed bed days available, use actual bed days. 

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

Approval Date: _ ,1_11 _. ___ . _v,_ Effective Date: 11/01/03 
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SECTION 5. SCHEDULE NF- 8 - MISCELLANEOUS INFORMATION 

All providers must complete section A and B. 

A. A NF shall submit a Medicare cost report and Medicaid 
supplement schedule pursuant to HCFA Provider 
Reimbursement Manual - Part 2 (Pub. 15-11) Section 102, 
102.1, 102.3 and 104 included in this manual. 

B. A copy of a NF's Medicare cost report for the most recent 
fiscal year end. 

C. A completed copy of the Medicaid supplemental schedules 
included in this manual shall also be submitted with the NF's 
Medicare cost report. 

D. A cost report's financial data related to routine services shall 
be used for statistical purposes. 

TN No. 03-012B 
Supersedes 
TN No. 00-04 

IIJ I ., 
Approval Date: _ '_" _ .. ' ___ _ Effective Date: 11/01/03 
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SECTION 220. INTRODUCTION TO COST-BASED REIMBURSEMENT SYSTEM 

A. The Department for Medicaid Services has established a prospective reimbursement 
system for cost-based facilities. Cost-based facilities include the following: 

B. 

I. Institutions for Mental Diseases (IMD's); 
2. Pediatric Nursing Facilities; and 
3. Intermediate Care facilities for the Mentally Retarded and Developmentally 
Disabled (ICFIMRlDD). 

The reimbursement methOdology for the facilities listed is outlined here. Also included in this 
section are the facilities that are reimbursed by all-inclusive rates. The payment method is 
designed to achieve two major objectives: I). To assure that needed facility care is available for 
all eligible recipients including those with higher care needs and, 2). To assure Department for 
Medicaid ServiceS control and cost containment is consistent with the public interest and the 
required level of care. 

I. This cost-based system is designed to provide a re;tsonable return in relation to cost but also 
contains factors to encourage cost contaimnent. Under this system, payment shall he made to state 
owned or operated, non-state but government owned or operated, and non-governmental IMDs, 
state owned or operated, non-state but government owned or operated, and non-governmental 
pediatric nursing facilities, and non-state but government owned or operated, and non­
governmental ICFIMRlDDs on a prospectively detennined basis for routine cost of care with no 
year-end adjustment required other than adjustments which result from either desk reviews or 
field audits. 

2. Effective with the eight month period ending June 30, 2006, and continuing ruillually 
thereafter on a state fiscal year basis, a year-end cost settlement will be required for state owned 
or .operated ICFIMRlDDs. Total reimbursement to state owned or operated ICFIMRlDDs in 
aggregate shall be limited to the lesser of actual costs or the runoWlt the state reasonably estimates 
would have been paid Wlder Medicare Payment Principles. The determination will be in 
conformance with the standards and methods as expressed in 42 CFR 447.257,447.272, and 
447.304. Cost associated with prescription drugs should be removed from the routine cost. 
Central Office Overhead costs for facilities that are state owned, but not state operated should be 
adjusted to remove costs that duplicate costs incurred by the operating entity. 

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

D. The basis of the prospective payment for routine care cost is the most recent arulUal cost report 
data (availahle as of May 16) trended to the beginning of the rate year and indexed for the 
prospective rate year. The routine cost is divided into two major categories: Nursing Services 
Cost and AU Other Cost. 

E. The payment system also contains various restrictions on allowahle costs that are designed to 
assure that Medicaid payment is limited to the cost of providing adequate resident care. 

TN No. 05-011 
Supersedes 
TN No. 02-02 

FEB 2 1 2007 
Approval Date: _ _ Effective Date: 1115/05 
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PARTICIPATION REQUIREMENTS. Cost-based facilities participating in the 
Department for Medicaid program shall be required to have at least twenty (20) 
percent of its beds but not less than ten (10) beds; for a facility with less than ten 
(10) beds, all beds participate in the Medicare Program. 

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

A. Prior to admission of an individual, a nursing facility shall conduct a level 
I PASRR in accordance with 907 KAR 1:755, Section 4. 

B. The depariment shall reimburse a nursing facility for services delivered to 
an individual if the facility complies with the requirements of907 KAR 
1 :755 

C. Failure to comply with 907 KAR 1 :755 may be grounds for termination of 
nursing the facility participation in the Medicaid Program. 

SECTION 250. LIMITATION ON CHARGES TO RESIDENTS. 

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

·G. A NF may charge a resident or his representative for an item if the resident 
requests the item, the NF informs the resident in writing that there will be 
a charge. A NF shall not charge a resident for an item or service if 

. Medicare or Medicaid pays for the item pursuant to 42 CFR 
483.1 O( c)(8)(ii). 

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

TN No. 00-04 
Supersedes 
TN No. 96-10 

Approval Date: AUG i 0 2001 Effective Date: [-1-00 
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l. A NF may charge a resident for the cost of reserving a bed if requested by 
resident or interested party after the fourteenth (14 th) day of a temporary 
absence from the facility pursuant to 907 KAR 1 :022. 

1. Durable medical equipment (DME) and supplies shall be furnished by the 
NF and not be billed to the depa11ment under separate DME claim 
pursuant to 907 KAR 1 :474. 

SECTION 260. ROUTINE COST 

A. Routine costs are broken down into two major categories: Nursing Service 
costs and All Other costs. Routine Cost includes all items and services 
routinely furnished to all residents. 

B. NURSING SERVICES COSTS. The direct costs associated with nursing 
services shall be included in the nursing service cost category. These 
costs include: 

TN No. 00-04 
Supersedes 
TN No. 96-10 

1. 

2. 

3. 

4. 

5. 

6. 

Costs of equipment and supplies that are used to complement the 
services in the nursing services cost category; 
Costs for education or training including the cost of lodging and 
meals of nursing service personnel. Educational costs are limited 
to either meeting the requirements of laws or rules or keeping an 
employee's salary, status, or position or for maintaining or 
updating skills needed in performing the employee's present 
duties; 
The saiaries, wages, and benefits of persons perfooning nursing 
services including salaries of the director of nursing and assistant 
director of nursing, supervising nurses, medical records personnel, 
registered professional nurses, licensed practical nurses, nurse 
aides, orderlies, and attendants; 
The salaries or fees of medical directors, physicians, or other 
Professionals performing consulting services on medical care 
which are not reimbursed separately; and 
The costs of travel necessary for training programs for nursing 
personnel required to maintain licensure, certification or 
professional standards. 
Nurse aide training costs billable to the program as an 
administrative cost are to be adjusted out of allowable cost. 

Approval Date: AUG 1 0 2001 Effective Date: 1-1-00 
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B. ALL OTHER COSTS. Costs reported in the All OTHER COST category 
includes tluee major cost centers as reported on the annual cost report: 

TN No. 00-04 
Supersedes 
TN No. 96-10 

Other Care-Related Cost, Other Operating Costs, Indirect Ancillary Costs, 
and Capital Costs. 

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

a. Raw food costs, not including preparation; 
b. Direct costs of other care-related services; such as social 

services and resident activities; 
c. The salaries, wages, and benefits of activities' directors and 

aides, social workers and aides, and other care-related 
personnel including salaries or fees of professionals 
performing consultation services in these areas which are 
not reimbursed separately under the Medicaid program; 

d. The costs of training including the costs oflodging and 
meals to meet the requirements of laws or rules for keeping 
an employee's salary, status or position, or to maintain or 
update skills needed in performing the employee's present 
duties. 

2. Other Operating Costs. The costs in this category shall include the 
supplies, purchased services, salaries, wages and benefits for: 

a. Dietary Services 
b. Laundry services including the laundering.of personal 

clothing which is the normal wearing apparel in the facility. 
The cost of dry cleaning personal clothing, even though it 
is the normal wearing apparel in the facility, is excluded as 
an allowable cost. Providers shall launder institutional 
gowns, robes and personal clothing which is the normal 
wearing apparel in the facility without charge to recipients. 
The recipient or responsible party may at their discretion 
makes other arrangements for the laundering of personal 
clothing. 

c. Housekeeping 
d. Plant Operation and Maintenance 
e. General and Administrative Services 

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

Approval Date: AU G? 0 2001 Effective Date: 1-1-00 
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Depreciation on building and fixtures 
Depreciation on equipment 
Capital related interest expense 
Rent 

4. Indirect Ancillary Costs. Indirect ancillary costs are those costs 
associated with ancillary departments (including fringe benefits). 

SECTION 270. ANCILLARY SERVICES 

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

I. Respiratory Therapy 
2. Speech Therapy 
3. Occupational Therapy 
4. Physical Therapy 
5. Oxygen Service 
6. Laboratory 
7. X-ray 

B. Ancillary therapy services are reimbursed pursuant to 907 KAR 1:023. 

C. Psychological and psychiatric services shall be billed as an ancillary service 
by an ICF-MRIDD. 

NOTE: Effective October I, 1990 drugs for residents in Cost-Ba~ed Facilities 
shall be reimbursed through the pharmacy program. 

D. Oxygen concentrator limitations. Effective October 1,1991, the 
allowablecost of oxygen concentrator rentals shall be limited as follows: 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. A facility may assign a separate concentrator to any resident whom 
has needed oxygen during the prior or current month and for whom 
there is a doctor's standing order for oxygen. For the charge by an 
outside supplier to be considered as an allowable cost, the charge 
shall be based upon actual usage. A minimum charge by an 
outside supplier is allowable if this charge does not exceed twenty­
five (25) percent of the Medicare Part B maximum. The minimum 

Approval Date: !\UD 10 ID Ol Effective Date: 1-1-00 
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charge is allowable if the concentrator is used less than an average 
of two (2) hours per day during the entire month (for example, less 
than 60 hours during a thirty (30) day month). The maximum 
allowable charge by the outside supplier shall not exceed one 
hundred (100) percent of the Medicare Part B maximum. For the 
maximum charge to a facility to be considered as the allowable 
cost, the concentrator shall have been used on average for a period 
of at least eight (8) hours per day for the entire month (for 
example, 240 hours during a thirty (30) day month). In those cases 
where the usage exceeds that necessary for the minimum charge 

. and is less than the usage required for the maximum charge, the 
reimbursable shall be computed by dividing the hours of usage by 
240 and then inultiplying the result of this division by the 
Medicare Pal1 B maximum charge (for example, if a concentrator 
is used less than 220 hours during a thirty (30) day month and the 
maximum Part B allowable charge is $250.00; then the allowable 
charge is computed by dividing the 220 hours by 240 hours and 
then multiplying the product of this division by $250.00 to obtain 
the allowable charge of $229.17). Allowable oxygen costs 
outlined in this paragraph shall be considered to be ancillary costs. 

3. A facility shall be limited to one (I) standby oxygen concentrator 
for each nurses' station. The Medicaid Services Program may 
grant waivers of this limit. This expense shall be considered as a 
routine nursing expense for any month in which there is no actual 
use of the equipment. The allowable cost for standby oxygen 
concentrators shall be limited to twenty-five 05) percent of the 
maximum allowable payment under Medicare Par! B for in home 
use. 

SECTION 280. INFLATION FACTOR 

The inflation factor index shall be used in the determination of the prospective 
rate shall be established by the Department for Medicaid Services. The index 
shall be based on Data Resources, Inc. The index represents an average inflation 
rate for the year and shall have general applicability to all facilities. 

The inflation factor shall be applied to nursing services costs and all other costs 
excluding capital costs. 

TN No. 00-04 
Supersedes 
TN No. 96-10 
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SECTION 290. PROSPECTIVE RATE COMPUTATION 

A. Prospective rates are established annually for a universal rate 
year, July 1 through June 30. Rate setting shall be based on the 
most recent cost reports available by May 16. If a desk review or 
audit of the most recent cost report is complete after May 16 but 
prior to universal rate setting for the rate year, the desk reviewed 
or audited data shall be utilized for rate setting. If a facility's rate is 
based upon a report that has not been audited or desk reviewed, 
the facility's rate is subject to revision after the cost report has 
been audited or desk reviewed. 

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

C. Allowable cost for the Nursing Services Cost component shall be 
trended to the beginning of the universal rate year and indexed for 
the period covering the rate year based on an inflation factor 
obtained from the Data Resources, Incorporated (DRI) forecast 
table for Skilled Nursing Facilities. 

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

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

SECTION 300. ADJUSTMENT TO PROSPECTIVE RATE 

TN No. 05-002 
Supersedes 
TN No. 02-01 

A. Upon request by participating facility, an increase in the 
prospective rate shall be considered if the cost increase is 
attributed to one (1) of the following reasons: 

. 1. Governmentally imposed minimum wage increases, unless 
the minimum wage Increase was taken into account and 
reflected In the setting of the trending and index factor. 

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

Approval Date: J U L - 7 2005 Effective Date: Januarv 1. 2005 
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governmental agency as issued in regulation or written policy 
material which affects all facilities within the class. The provider 
shall demonstrate through proper documentation that a cost 
increase is the result of a new policy interpretation; or 

3. Other direct governmental actions that result in an unforeseen cost 
increase. 

B. To receive a rate increase (except for Federal or State minimum wage 
increases), it shall be demonstrated by the facility that the amount of cost 
increase resulting directly from the governmental action exceeds on an 
annualized basis, the inflation factor allowance included in the prospective 
rate for the general cost area in which the increase occurs. For purposes of 
this determination, costs shall be classified into two (2) general categories, 
Nursing Service and all other. 

c. 

Other Cost. Within each of these two (2) categories, costs are to be further 
broken down into "salaries and wages" and "other costs." Those costs 
directly related to salaries and fringe benefits shall be considered as 
"salaries and wages" when determining classifications. 

Other unavoidable cost increases of a substantial nature, which can be 
attributed to a single unique causal factor, shall be evaluated with respect 
to allowing an interim rate change. Ordinarily budget items such as food, 
utilities, and interest where cost increases may occur in a generalized 
manner shall be excluded from this special consideration. Secondary or 
indirect effects of governmentally imposed cost increases shall not be 
considered as "other unavoidable cost increases." 

D. The increase in the prospective rate shall be limited to the amount of the 
increase directly attributable to the governmental action to the extent that 
the increase on an annualized basis exceeds the inflation factor allowance 
included in the prospective rate for the cost center in question. In regard 
to minimum wage increases, the direct effect shall be defined as the time 
worked by total facility employees times the dollar amount of change in 
the minimum wage law. However, the amount allowed shall not exceed 
the actual salary and wage increase incurred by the facility in the month 
the minimum wage increase is effective. An exception to this shall be 
considered when there is an unusual Occurrence that causes a decrease in 
the normal staff attendance in the months the minimum wage increase is 
effective. 

TN No. 00-04 
Supersedes 
TN No. 96-10 
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E. The effective date of a prospective rate adjustment shall be the first day of 
the calendar month in which the direct governmental action occurred. To 
be allowable, a request for an adjustment to the prospective rate shall be 
received by the Department for Medicaid Services within sixty (60) days 
of the direct governmental action, except where the costs are to be 
accumulated. 

F. If two (2) or more allowable reasons for a rate change occur in the same 
facility fiscal year, the costs may be accumulated and submitted at one (I) 
time. Each cost shall be documented. A rate adjustment, if allowed, shall 
be effective the first day of the calendar month in which the latest direct 
governmental action occurred if the request is made within the required 
sixty (60) days. 

SECTION 310. RATE ADJUSTMENT FOR PROVIDER TAX 

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

SECTION 320. OTHER OBRA NURSING HOME REFORM COSTS 

Effective October I, 1990 and thereafter, facilities shall be required to request 
preauthorization for costs that must be incurred to meet OBRA 87 Nursing Home 
Reform costs in order to be reimbursed for such costs. The preauthorization shall 
show the specific reform action that is involved and appropriate documentation of 
necessity and reasonableness of cost. Upon authorization by the Department for 
Medicaid Services, the cost may be incurred. A request for a payment rate 
adjustment may then be submitted to the Department for Medicaid Services with 
documentation of actual cost incurred. The allowable additional amount shall be 
added on to the facility's rate (effective with the date the additional cost was 
incurred) without regard to upper limits or the Cost SavingsJncentive factor (i.e., 
the authorized Nursing Home Reform cost shall be passed through at 100 percent 
of reasonable and allowable costs) through June 30, 1991 . For purposes of the 
July I, 1991 rate setting, amounts associated with OBRA rate adjustments 
received prior to May 15, 1991 shall be folded into the applicable category of 
routine cost (subject to upper limits). Preauthorization shall not be required for 

TN No. 00-04 
Supersedes 
TN No. 96-10 
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nursing home reform costs incurred during the period July I, 1990, through September 30, 1990; 
however, the actual costs incurred shall be subject to tests of reasonableness and necessity and 
shall be fully documented at the time of the request for rate adjustment. Facilities may request 
multiple preauthorizations and rate adjustments (add-ons) as necessary for implementation of 
nursing home reform. Facility costs incun'ed prior to July I, 1990, shall not (except for the costs 
previously recognized in a special manner. i.e., the universal precautions add-oll and the nurse aid 
training add-on) be recognized as being nursing home refonn costs. The special nursing home 
ref amI rate adjustments shall be requested using fonns and methods specified by the Department 
for Medicaid Services a nursing home rate adjustment shall be included within the cost base for 
the facility in the rate year following tbe rate year for which the adjustment was allowed. Interim 
rate adjustments for nutsing home reforms shall not be allowed for period after June 30, 1993. For 
purposes of the July I, 1992 and July I, 1993 rate setting, all amounts associated with OBRA rate 
adjustments for the preceding rate year shall be folded into the applicable categOlY of routine cost. 
All nurs ing borne ref ann rate adjustment requests shall be submitted by September 30, 1993. 

SECTION 330. PAYMENT OF SPECIAL PROGRAM CLASSES 

A. BRAIN INJURY UNIT 

TN No.: 07-004 
Supersedes 
TN No.: 00-04 

1. A nursing facility with a Medicaid certified brain injury unit providing pre­
authorized specialized rehabilitation services (or persons with brain injuries 
shall be paid at an all-inclusive (excluding dmgs which shall he reimbursed 
through tbe pharmacy program) fixed rate which shall be set at $475 per diem 
for services provided in the brain injury unit. The rates shaIl be increased or 
decreased based on the Global Insight Healthcare Cost Review, 1" Quarter 
Edition'Index from the CMS Nursing Home without Capital Market Basket, 

. Moving Average using the second quarter in the rate year. 
2. A facility providing pre-autborized specialized rehabilitation services for 

persons with brain injuries with rehabilitation complicated by neurobehavioral 
sequelae shaIl be paidan al!.inclusive (excluding dtugs) negotiated. The 
negotiated rate shaIl be a mi,umum of the approved rate for a Medicaid certified 
brain injUly unit or a maximum of the lesser of the average rate paid by all 
payers for this service or the facilities usual and customary charges. 

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

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

identifiable; and, 
(c) Be accredited by the Commission on Accreditation of Rehabilitation 

Facilities (CARF) 

SEP - Ii 2007 
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(d) Include administration and operations policies 
(e) Governing authority 
(f) Quality assurance and program evaluation. 

B. VENTILATOR FACILITIES 
A nursing facility recognized as providing distinct part ventilator 
dependent care shall be paid at an all-inclusive (excluding drugs which 
shall be reimbursed through the pharmacy program) fixed rate for services 
provided in the distinct part ventilator unit. 
A distinct part ventilator unit shall : 
I. Have a minimum of twenty (20) beds; and 
2. Maintain a census of fifteen (15) patients. 

The patient census shall be based upon the quarter preceding the 
beginning of the rate year, or the quarter preceding the quarter for which 
certification is requested if the facility did not qualify for participation as a 
distinct part ventilator care unit at the beginning of the rate year. 

The fixed rate for hospital-based facilities shall be $460 per day. The 
fixed rate for freestanding facilities shall be $250 per day. The rates shall 
be increased or decreased based on the Data Resources, Inc. inflation 
factor for the rate year beginning July I, 1997. 

C. FEDERALLY DEFINED SWING BEDS 
A federally defined swing bed shall meet the requirements pursuant to 42 
CFR482.66. 
A federally defined swing bed shall be reimbursed pursuant to 42 CFR 
447.280. -

SECTION 340. PAYMENT FOR ANCILLARY SERVICES 

The reasonable, allowable, direct cost of ancillary services as defined provided as 
a part of total care shall be compensated through the Department for Medicaid 
Services on a reimbursable cost basis as an addition to the prospective rate. 
Ancillary services shall be subject to a year-end audit, retroactive adjustment and 
final settlement. 

Each provider shall request a percentage factor tailored to its own individual cost 
and charge ratios for ancillary services. These ratios shall be limited to one 
hundred (100) percent and the Department shall analyze each request for 

TN No. 00-04 
Supersedes 
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Medicaid Services staff to determine appropriateness of the requested percentage 
factor. Reimbursable ancillary costs shall be determined based on the ratio of 
Medicaid Program charges to total charges applied to direct departmental costs. 

A retroactive settlement between actual direct allowable costs and actual payment 
made by the Department for Medicaid Services shall be made at the end of the 
accounting period based on the facility's annual Cost Report. Indirect ancillary 
costs shall be included in routine cost and reimbursed through the prospective 
rate. 

The reasonable, allowable, direct cost of ancillary services as defined and 
provided as a part of total care shall be compensated through the Department for 
Medicaid Services on a reimbursable cost basis as an addition to the prospective 
rate. Ancillary services shall be subject to a year-end audit, retroactive 
adjustment and final settlement. 

Each provider shall request a percentage factor tailored to its own individual cost 
and charge ratios for ancillary services. These ratios shall be limited to one 
hundred (100) percent and each request shall be analyzed by Department for 
Medicaid Services staff to determine appropriateness of the requested percentage 
factor. Reimbursable ancillary costs shall be determined based on the ratio of 
Medicaid Program charges to total charges applied to direct departmental costs. 
A retroactive settlement between actual direct allowable costs and actual payment 
made by the Department for Medicaid Services shall be made at the end of the 
accounting period based on the facility's annual Cost Report. Indirect ancillary 
costs shall be included in routine cost and reimbursed through the prospective 
rate. 

SECTION 350. RETROACTIVE ADJUSTMENT FOR ROUTINE SERVICES 

A. A retroactive adjustment may be made for routine services in the 
following circumstances: 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. If incorrect payments have been made due to computational errors, 
i.e., mathematical errors, discovered in the cost basis or 
establishment of the prospective rate. Omission of cost data does 
not constitute a computational error. 

2. If a determination is made by the Department for Medicaid 
Services of misrepresentation on the part of the provider. 

Approval DateALl [) 1. 0 2001 Effective Date: 1-1-00 
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3. [fa facility is sold and the funded depreciation account is not 
transferred to the purchaser. 

4. If the prospective rate has been set based on an unaudited cost 
report and the prospective rate is adjusted based on a desk review 

5. or field audit. The appropriate cost settlement shall be made to 
adjust the unaudited prospective payment amounts to the correct 
audited prospective payment amounts. 

6. If adjustments are necessary, any amounts owed the provider shall 
be paid by the Department for Medicaid Services, Any amounts 
owed the Department for Medicaid Services shall be paid in cash 
or recouped through the MMIS_payment system 

BANKRUPTCY OR INSOLVENCY OF PROVIDER. If, on the basis of 
reliable evidence, the Department for Medicaid Services has a reasonable 
cause for believing that, with respect to a provider, proceedings have been 
or may shortly be instituted in a State or Federal court for purposes of 
determining whether the facility is insolvent or bankrupt under an 
appropriate State or Federal law, any payments to the provider shall be 
adjusted by the Department for Medicaid Services notwithstanding any 
other reimbursement principle or Department for Medicaid Services 
instruction regarding the timing or manner of adjustments, to a level 
necessary to insure that no overpayment to the provider is made. This 
section shall be applicable only to ancillary services. 

SECTION 360. RETROACTIVE ADJUSTMENT FOR ANCILLARY SERVICES 

A. 

A. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

Actual cost reimbursable to a provider shall not be determined until the 
cost reports are filed and costs are verified. Therefore, a -retroactive 
adjustment shall be made at the end of the reporting period to bring the 
interim payments made to the provider during the period into agreement 
with the reimbursable amount payable to the provider for the ancillaty 
services rendered to the Department for_Medicaid Services recipients 
during that period. 
In order to reimburse the provider as quickly as possible, a pat1ial 
retroactive adjustment may be made when the cost report is received. For 
this purpose, the costs shall be accepted as reported unless there are 
obvious errors or inconsistencies subject to later audit. When an audit is 
made and the final liability of the Department for Medicaid Services is 
determined, a final adjustment shall be made. 
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C. To determine the retroactive adjustment, the amount of the provider's total 
allowable ancillary cost apportioned to the Department for Medicaid 
Services for the reporting year is computed. This is the total amount of 
the reimbursement the provider is due to receive from the Department for 
Medicaid Services for covered ancillary services rendered during the 
reporting period. The total of the interim payments made by the Medicaid 
Program in the reporting year is computed. The difference between the 
reimbursement due and the payments made shall be the amount of 
retroactive adjustment. 

D. ANCILLARY SERVICES. Upon receipt of the facility's cost report, the 
Department for Medicaid Services shall as expeditiously' as possible 
analyze the report and commence any necessary audit of the report. 
Following receipt and analysis of any audit findings pertaining to the 
report, the Department for_Medicaid Services shall furnish the facility a 
written notice of amount of Medicaid reimbursement. The notice shall (I) 
explain the Department for_Medicaid Service's determination of total 
Medicaid reimbursement due the facility for the reporting period covered 
by the cost report or amended cost report; (2) relate this determination to 
the facility's claimed total reimbursable costs for this period; and (3) 
explain the amount(s) and the reason(s) for the determination through 
appropriate reference to the Department for Medicaid Services policy and 
procedures and the principles of reimbursement. This determination may 
differ from the facility 's claim. 

E. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

The Department for Medicaid Services ' determination as contained in a 
notice of amount of Medicaid reimbursement shall constil,j.lte the basis for 
making the retroactive adjustment to any Medicaid payments for ancillary 
services made to the facility during the period to which the determination 
applies, including the suspending of further payments to the facility in 
order to recover, or to aid in the recovery of, any overpayment determined 
to have been made to the facility. 

ROUTINE SERVICES. When a retroactive adjustment is made to the 
routine rate, the Fiscal Agent shall adjust all routine payments made based 
on the rate that was adjusted. 

Approval Date:AUG 10 2001 Effective Date: 1-1-00 
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SECTION 370. PAYMENTS FOR SERVICES TO MEDICARE/MEDICAID RESIDENTS 

A. Dually eligible residents and residents eligible for both Medicare and 
Medicaid (non-QMB) shall be required to Exhaust any applicable benefits 
under Title XVIII (Part A and Part B) prior to coverage under the Medicaid 
Program. 

B. APPLICATION. Services received by a resident that are reimbursable by 
Medicare shall be billed first to the Medicare Program. Any appropriate 
co-insurance or deductible payment due from the Medicaid Program shall 
be paid outside the Cost-based facility Cost-Related Payment System in a 
manner prescribed by the Department for Medicaid Services. Co­
insurance and deductible payments shall be based on rates set by the 
Medicaid Program. A day of service covered in this manner shall be 
considered a Medicare resident day and shall not be included as a 
Medicaid resident day in the facility cost report. 

SECTION 380. RETURN ON EQUITY OF PROPRIETARY PROVIDERS 

An allowance for a return on eqUity capital invested and used in the provision of 
resident care shall not be allowed. 

SECTION 390. DESK REVIEW AND FIELD AUDIT FUNCTION 

After the facility has submitted the annual cost report, the Division of Long Term 
Care shall perform an initial "desk review" of the report. During the desk review 
process. Medicaid staff shall subject the submitted Cost Report to various tests 
for clerical accuracy and reasonableness. If the Medicaid Program detects 
clerical error, the Department for Medicaid Services shall return the submitted 
Cost Report to the providers for correction. If Medicaid staff suspect possible 
errors rather than simple clerical errors, the Medicaid staff shall require the 
provider to submit supporting documentation to clarity any areas bought into 
question during the desk review. The desk review shall not be deemed to be 
completed until all clerical errors have been rectified and all questions asked of 
the provider during the desk review process have been answered fully. 
Additionally, results of this desk review shall be used to determine whether a field 
audit, if any, is to be performed. The desk review and field audits shall be 
conducted for purposes of verifying prior year cost to be used in setting 
prospective rates which have been set based on unaudited data. Ancillary 
service cost shall be subject to the same 

TN No. 02-02 
Supersedes 
TN No. 00-04 
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desk review and field audit procedure to settle prior year costs. The field audit 
procedures shall include an audit of Resident Fund Accounts to insure the 
Medicaid Program that the providers are in compliance with appropriate federal 
and state regulations. 

SECTION 400. REIMBURSEMENT REVIEW AND APPEAL 

A NF may appeal department decisions as to the application of this regulation.as 
it impacts the NF's cost-based reimbursement rate in accordance with 907 KAR 
1:671, Section 10. 

SECTION 410. INTRODUCTION TO PROVIDER COST THAT ARE 
REIMBURSABLE 

A. 

B. 

c. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

The material in this part deals with provider costs that are reimbursable by 
the Department for Medicaid Services. In general, these costs are 
reimbursed on the basis of a provider's actual costs, providing these costs 
are reasonable and related to resident care. These costs are termed 
allowable costs. That portion of a provider's total allowable costs 
allocable to services provided to Medicaid Program recipients shall be 
reimbursable under the Medicaid Program. 

Reasonable cost includes all necessary and proper expenses incurred in 
rendering services, such as administrative costs, maintenance costs, and 
premium payments for employee health and pension plans. It includes 
both direct and indirect costs and normal standby costs. However, if the 
facility ' s operating costs include amount not related to resident care, 
specifically not reimbursable under the Medi~aid Program or flowing from 
the provision of luxury items or services (that is, those items or services 
substantially in excess of or more expensive than those generally 
considered necessary for the provision of needed health services), such 
amounts shall not be allowable. 

It is not possible to include the treatment of all items in this manual. If a 
provider presents a question concerning the treatment of cost not 
specifically covered, or desires clarification of information in this manual, 
the provider may make a request for determination. The request shall 
include all pertinent data in order to receive a: binding response. Upon 
receipt of the request, the Department for Medicaid Services shall issue a 
binding response within sixty (60) days. 

Approval Date: AUG 10 ZOOlEffective Date: 1-1-00 
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SECTION 420. ADEQUATE COST DATA 

A. To receive reimbursement for services provided Medicaid Program 
recipients, providers shall maintain financial records and statistical data 
sufficient to allow proper determination of costs payable' under the 
Medicaid Program. This cost data shall be of sufficient detail to allow 
verification by qualified auditors using General Accounting Office and 
American Institute of Certified Public Accountants guidelines. The cost 
data shall be based on Generally Accepted Accounting Principles. 

B. Use of the accrual basis of accounting is required. Governmental 
institutions that operate on a cash basis of accounting may submit cost 
data on the cash basis subject to appropriate treatment of capital 
expenditures. 

c. 

D. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

Under the accrual basis of accounting, revenue is reported in the period in 
which it is earned regardless of when it is collected, and expenses are 
reported in the period in which they are incurred, regardless of when they 
are paid. To allow comparability, financial and statistical records shall be 
maintained in a manner consistent from one period to another. However, a 
proper regard for consistency need not preclude a desirable change in 
accounting procedures when there is reason to effect such change. 

Providers, when requested, shall furnish the Department for Medicaid 
Services copies of resident service charge schedules and changes as they 
are put into effect. The Department for Medicaid Services shall evaluate 
charge schedules to determine the extent to which they may be used for 
determining Medicaid payment. 

Where the provider has a contract with a subcontractor, e.g., pharmacy, 
doctor, hospital, etc., for service costing or valued at $10,000 or more over 
a twelve (12)-month period, the contract shall contain a clause giving the 
Cabinet for Health_Services access to the subcontractor's books. Access 
shall also be allowed for any subcontract between the subcontractor and an 
organization related to the subcontractor. The contract shall contain a 
provision allowing access until four (4) years have expired after the 
services have been furnished. 
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E. If the Department for Medicaid Services determines that a provider does 
. not maintain or no longer maintains adequate records for the determination 
of reasonable cost, payments to the provider shall be suspended until the 
Department for Medicaid Services is assured that adequate records are 
maintained. 

F. A newly participating provider of services shall, upon request, make 
available to the Department for Medicaid Services for examination its 
fiscal and other records for the purpose of determining the provider's 
ongoing record keeping capability. 

G. Records shall be retained by the facility for three (3) years from the date 
the settled-without-audit or the audited cost report is received from the 
Department for Medicaid Services. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

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

I. Records and documents relating to facili ty ownership, 
organization, and operation; 

2. All invoices and purchase orders; 
3. All billing forms or charge slips; 
4. All agreements pertaining to asset acquisition, lease, sale or other 

action; 
5. Documents pertaining to franchise or management arrangements 

including costs of parent or "home office" operations; 
6. Resident service charge schedules; 
7. Contracts pertaining to the purchase of goods or services; 
8. All accounting books or original entry kept in sufficient detail to 

show source and reason for all expenditures and payments; 
9. All other accounting books; 
10. Federal and State income tax returns; 
11. Federal withholding and State Unemployment returns; and, 
12. All financial statements regardless whether prepared by the facility 

or by an outside firm; 
13. Any documentation required by the Department shall be made 

available for examination; and, 
14. All of these records shall be made available for examination at the 

facility, or at some other location within the Commonwealth, when 
requested by the Cabinet for Health Services. Reasonable time 
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shall be given to out- of-state home offices to make the records 
available within the Commonwealth. 

SECTION 430. APPORTIONMENT OF ALLOWABLE COST 

A. Consistent with prevailing practices where third party organizations pay 
for health care on a cost basis, reimbursement under the Medicaid 
Program involves a determination of (I) each provider's allowable costs of 
producing services, and (2) an apportionment of these costs between the 
Medicaid Program and other payors-. 
Cost apportionment is the process of recasting the data derived from the 
accounts ordinarily kept by a provider to identify costs of the various types 
of services rendered. It is the determination of these costs by the 
allocation of direct costs and pro-ration of indirect costs. 

B. The objective of this apportionment is to ensure, to the extent reasonably 
possible, that the Medicaid Program's share ofa provider's total allowable 
costs is equal to the Medicaid Program's share of the provider's total 
services, subject to Medicaid Program limitations on payments so as not to 
pay for inefficiencies and to provide a financial incentive for providers to 
achieve cost efficiencies. 

SECTION 440. COST REPORTING 

A. The Medicaid Program requires each Cost-Based Facility to submit an 
annual report of its operations. The report shall be filed for the fiscal year 
used by the provider unless otherwise approved by the M':,dicaid Program. 

B. Amended cost reports (to revise cost report information that has been 
previously submitted by a provider) may be permitted or required as 
determined by the Medicaid Program. 

C. The cost report shall be due within sixty (60) days after the provider's 
fiscal year ends. 

D. Providers may request in writing a thirty (30) day extension. The request 
shall explain in detail why the extension is necessary. There shall be no 
automatic extension of time for the filing of the cost report. After the 
extension period has elapsed, the Medicaid Program shall suspend all 
payments to the provider until an acceptable cost report is received. 

TN No. 00-04 
Supersedes 
TN No. 96-10 
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E. Newly participating providers not having a cost report on file containing 
twelve (12) months of actual data in the fiscal year shall submit a partial 
year cost report. Upon entry into the Medicaid Program, the provider shall 
inform the Department of Medicaid Services of the period ending date for 
the initial cost reporting period. 

F. A provider that voluntarily or involuntarily ceases to participate in the 
Medicaid Program or experiences a change of ownership shall file a-cost 
report for that period under the Medicaid Program beginning with the first 
day not included in a previous cost reporting period and ending with the 
effective date of termination of its provider agreement. The report shall be 
due within forty-five (45) days of the effective date of termination of the 
provider agreement. If a new owner's fiscal year end is less than six (6) 
months from the date of the change of ownership, Schedules A, D-5 and E 
as well as the ancillary portion of Schedule F shall be required to be filed 
at the end of the fiscal year. The nlte paid to the new owner shall be the 
old owner's rate and shall remain in effect until a rate is again determined 
for a new universal rate year. 

SECTION 450. BASIS OF ASSETS 

A. PRlNCIPLE. Unless otherwise stated in this manual, the basis of an asset 
shall be the purchase price of that asset paid by the current owner. 

B. REVALUATION UPON CHANGES IN OWNERSHIP. If there is a 
change in ownership, the Medicaid Program shall treat the gain or loss on 
the sale of an asset in accordance with one (I) of the following methods 
(dependent on the date of the transaction) for purposes of determining a 
purchaser's allowable basis in relation to depreciation and interest costs. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I . For changes of ownership occurring prior to July 18, 1984, or if an 
enforceable agreement for a change of ownership was entered into 
prior to July 18, 1984, the following methodology applies: 

a. The actual gain on the sale of the facility shall be 
determined. Gain shall be defined as any amount in excess 
of the seller's depreciated basis at the time of the sale as 
computed under the Medicaid Program policies. The value 
of Goodwill included in the purchase price shall not be 
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considered part of the gain for purposes of determining the 
purchaser's cost basis. 
Two-thirds (2/3) of one (l) percent of the gain for each 
month of ownership since the date of acquisition of the 
facility by the seller shall be added to the seller's 
appreciated basis to determine the purchaser's allowable 
basis. This method recognizes a graduated proportion of 
the gain on the sale of a facility that shall be added to the 
seller's depreciated basis for computation of the 
purchaser's allowable basis. This allows full consideration 
of the gain by the end of twelve and one-half(12 112) 
years. 

2. For changes of ownership occurring on or after July 18, 1984, the 
allowable basis for depreciation for the purchaser shall be the 
lesser of: I) the allowable basis of the seller, at the time of the 
purchase by the seller, less any depreciation allowed to the seller in 
prior periods; plus the cost of any improvement made by seller, 
less the depreciation allowed to the seller on those improvements, 
at the time of closing, or 2) the actual purchase price. 

C. If a provider wishes to change its fiscal year; approval shall be secured in 
advance from the Department for Medicaid Services prior to the start of 
the fourth quarter of the original reporting period. If a provider has 
changed its fiscal year and does not have twelve (12) months in its most 
recent fiscal year, the provider shall file a cost repoli for its new fiscal 
year and include twelve (12) months of data, i.e., the provider should use 
all months included in their new fiscal year plus additiona1 months from 
the prior fiscal year to construct a twelve (12) month report. 

SECTION 460. DEPRECIATION EXPENSE 

A. PRINCIPLE. An appropriate allowance for depreciation expense on 
buildings and equipment shall be an allowable expense. The depreciation 
shall be: 

TN No. 00-04 
Supersedes 

. TN No. 96-10 

I. 
2. 
3. 
4. 

Identifiable and in the facility's accounting records 
Based on the allowable basis; 
Prorated over the useful life of the asset; and, 
Goodwill and other intangible assets shall not be depreciated 
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B. METHOD OF DEPRECIATION. Assets shall be depreciated using the 
straight-line method, unless Medicare has authorized another method for 
the facility; in which case, the facility may elect to utilize the method 
authorized for Medicare purposes. 

C. USEFUL LIVES. In selecting a proper useful life, the 1988 Edition of the 
American Hospital Association's "Estimated Useful Lives of Depreciable 
Hospital Assets" shall be used with respect to assets acquired in 1989 or 
later years. For assets acquired from 1983 through 1988, the 1983 Edition 
of the AHA's guidelines shall be used. For assets acquired before 1982, 
the 1973 Edition of the AHA's "Chart of Accounts for Hospitals" shall be 
used; or for assets acquired before 1981, guidelines published by the 
Internal Revenue Service, with the exception of those offered by the Asset 
Depreciation Range System, shall be used. 

SECTION 470. INTEREST EXPENSE 

A. PRINCIPAL. Unless otherwise stated in this manual, interest expense 
shall be an allowable cost pursuant to 42 CFR 413 .1 53 and it is both 
necessary and proper in accordance with the provisions of this manual. 

B. DEFINITIONS. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. "Interest" means interest is the cost incurred for the use of 
borrowed funds. 

2. "Necessary" means necessary requires that interest: 
a. Be incurred on a loan made to satisfy a financial 

need of the provider that is related to resident care. 
Loans that result in excess funds or investments shall 
not be considered necessary . 

b. Be incurred on a loan made for the following 
purposes: 

c. Represent interest on a long-term debt existing at the 
time the provider enters the Medicaid Program plus 
interest on any new long-term debt, the proceeds of 
which are used to purchase fi xed assets relating to 
the provision of the appropriate level of care not to 
exceed the allowable basis of the assets. If the debt 
is subject to variable interest rates found in "balloon" 
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type financing, renegotiated interest rates subject to 
tests of reasonableness should be allowable. The 
form of indebtedness may include mortgages, bonds, 
notes, and debentures when the principal is to be 
repaid over a period in excess of one year. 

(\) Other interest for working capital and 
operating needs that directly relate to 
providing resident care is an allowable cost. 
Working capital interest shall be limited to 
the interest expense that would have been 
incurred on two months of Medicaid 
Receivables. The amount of which this 
limitation is to be based is computed for cost 
repoliing purposes by determining the 
monthly average Medicaid payments (both 
routine and ancillary) for the Cost 
Reporting period and multiplying the 
amount by two (2). Once the allowable 
amount of borrowing has been determined, 
it is multiplied by the provider'S average 
working capital bOlTowing rate in order to 
determine the maximum allowable working 
capital interest. It should be emphasized 
that the two-month limit is a maximum. 
Working capital interest shall not be 
allowable simply because it does not exceed 
the two month limitation. Working capital 
interest that meets the two-month test shall 
meet all other tests of necessary and proper 
in order for it to be considered allowable. 

(2) Be reduced by investment income except 
where such income is from gifts and grants, 
whether restricted or unrestricted, and which 
are held separate and not commingled with 
other funds, or have been separated, if 
necessary. When investment income is 
derived from combined or pooled funds, 
only that portion of investment income 
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resulting from the facility's assets after 
segregation shall be considered in the 
reduction of interest cost. Income from 
funded depreciation, a provider's qualified 
pension fund, or a formal deferred 
compensation plan shall no! be used to 
reduce interest expense so long as these 
funds are used only for those purposes for 
which they were created. -

a. Be incurred at a rate not in excess of what a prudent ' 
borrower would have had to pay in the money market 
existing at the time the loan was made. 

b. Be paid to a lender not related through control or 
ownership, or personal relationship to the borrowing 
organization. However, interest is allowable if paid on 
loans that meet one of the related party exemptions. 

C. BORROWER-LENDER RELATIONSHIP. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. To be allowable, interest expense shall be incurred on indebtedness 
established with lenders or lending organizations not related 
through control, ownership or personal relationship to the 
borrower. Presence of any of these factors could affect the 
"bargaining" process that usually accompanies the making of a 
loan, and could thus be suggestive of an agreemerit on higher rates 
of interest or of unnecessary loans. Loans shall be made under 
terms and conditions that a prudent borrower would make in arms­
length transactions with lending institutions. Thus, interest paid by 
the facility to. partners, stockholder, or related organizations of the 
facility shall not be allowable. 

2. Exceptions to the general rule regarding interest on loans from 
controlled sources of funds are made in the following 
circumstances. Interest on loans to those facilities classified as 
Intermediate Care Facilities prior to October I, 1990, by partners, 
stockholders, or related organizations made prior to July I, 1985 
shall be allowable as cost, as determined under these principles, 
provided that the terms and conditions of payment of such loans 
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have been maintained in effect without subsequent modification 
subsequent to July I, 1975. For facilities classified as Skilled 

3. Facilities prior to October I, 1990, the same policy applies for this 
type loan made prior to and maintained without modificaiion 
subsequent to December 1,1979. If the general fund ofa provider 
"borrows" from a donor-restricted fund and pays interest to the 
restricted fund, this interest expense is an allowable cost. The 
same treatment shall be accorded interest paid by the general fund 
on money "borrowed" from the funded depreciation account of the 
provider or from the provider's qualified pension fund . In 
addition, if a facility operated by members of a religious order 
borrows from the order, interest paid to the order shall be an 
allowable cost. 

4. If funded depreciation is used for purposes other than 
improvements, replacement, or expansion of facilities or 
equipment related to resident care, allowable interest expense shall 
be reduced to adjust for offsets not made in prior years for earnings 
on funded depreciation. A similar treatment shall be accorded 
deposits in the provider's qualified pension fund where such 
deposits are used for other than the purposes for which the fund 
was established. If a facility is sold and the funded depreciation 
account is not transferred to the purchaser, the earnings of the 
funded depreciation account shall be treated as an investment 
income. Any investment income that had been earned by the 
funded depreciation account and had not been utilized to reduce 
interest expense, shall be considered an overpayment by the 
Medicaid Program and a retroactive cost settlemellt shall be 
computed at the time of the sale'. If the funded depreciation 
account is transferred to the purchaser and the purchaser eliminates 
the account, any investment income earned iil prior years by the 
account shall be offset against interest expense of the purchaser. 

D. INTEREST NOT REASONABL Y RELATED TO RESIDENT CARE 
Interest expense is not reasonably related to resident care if: 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. It is paid on borrowings in excess of the allowable basis of the 
asset. 

2. It is made to defer principle payments. 
3. It is used to purchase goodwill or other intangible asset. 
4. It is in the form of penalty payments. 

" '( 1 0 2001 
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E. INTEREST EXPENSE ON PURCHASES OF FACILITIES ON OR 
AFTER JULY 18, 1984. For facilities purchased on or after July 18, 
1984, but before October I, 1985, the amount of interest expense allowed 
purchaser shall be limited to the amount that was allowable to the seller at 
the time of the sale. For facilities purchased on or after October 1, 1985, 
the amount of interest expense allowed to the purchaser shall be limited to 
the interest on the allowable basis of the asset reduced by the amoul)t 
necessary (if applicable) to ensure that the increase in depreciation and 
interest paid to facilities purchased on or after October I, 1985 does 
not e.xceed $3,000,000 annually. Any reduction of allowable interest 
based on the $3,000,000 limit shall be prorated proportionately among the 
affected facilities (i.e., the percentage reduction shall be applied equally.) 

SECTION 480. FACILITY LEASE OR RENT ARRANGEMENTS 

A. For cost-based nursing facilities previously classified as Intermediate Care 
Facilities, the allowable cost of all lease or rent arrangements occurring 
after 4/20176 shall be limited to the owner's allowable historical costs of 
ownership. The effective date of this limitation for nursing facilities 
previously classified as Skilled Nursing Facilities is 1211/79. Historical 
costs of ownership can include the owner's interest expense, depreciation 
expense, and other costs such as taxes, insurance, maintenance, etc. In the 
event of the sale or leaseback arrangement, only the original owner's 
allowable basis shall be recognized. The owner's allowable historical 
cost shall be subject to the basis limitations as applied to property owned 
by providers. Additionally, allowable depreciation and inlerest shall not 
exceed that which would have been allowed had the provider owned the 
assets. In order to have the allowable cost determined and approved, all 
data pertaining to the lease or rent arrangement, including the name of 
previous owners, shall be submitted by the provider. In regard to lease or 
rent arrangements occurring prior to 4/20176 for basic Intermediate Care 

. and 1211/79 for Skilled Nursing, the Medicaid Program shall determine 
the allowable costs of such arrangements based on the general 
reasonableness of costs. 

B. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

Lease or Rent arrangements for land only shall be considered an allowable 
cost if the lease agreement does not contain an option to purchase at less 
than market value. If the lease amount is a set amount each year, the lease 
amount should be reclassified to the Depreciation Expense cost center. If 
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the lease amount varies from onc (I) year to the next, the lease amount 
shall be reclassified to the Operation and Maintenance of Plant cost center. 

SECTION 490. CAPITAL LEASES 

Leases determined to be Capital Leases under Generally Accepted Accounting 
Principles (GAAP) shall be accounted for under the provisions of GAAP. 

However, all basis limitations applicable to the depreciation and interest expense 
of purchased assets shall apply to Capital Leases. 

SECTION 500. AMORTIZATION OF ORGANIZATION AND START-UP COSTS 

Organization and start-up costs as defined in Health Insurance Manual 15 shall be 
amortized in accordance with the provisions of Health Insurance Manual 15. 

SECTION 5 10. ACCELERATED DEPRECIATION TO ENCOURAGE 
REFINANCING 

A. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

To encourage facilities to refinance loans for long term debt in existence 
on December I, 1992 at lower interest rates and for shorter duration that 
their current financing, .the KentUcky Medicaid P(ogram shall allow an 
increase in depreciation expense equal to the increased principal payments 
(principal payments on the allowable portion of the loan under the new 
financing minus the principal payments under the old financing on the 
allowable portion of the loan). However, this increase in allowable 
depreciation expense shall not exceed the reduction in allowable interest 
expense that results from the refinancing. Interest savings for any period 
shall be computed as follows : allowable interest expense which would 
have been incurred under the previous loan, plus allowable 
amortization of financing costs which would have been incurred under the 
previous financing arrangement, minus allowable interest expense under 
the new financing arrangement, minus allowable amortization of loan 
costs under the new loan (including any unamortized loan expense from 
the previous loan.) Total depreciation allowed (including the additional 
depreciation) shall reduce the allowable depreciable basis of the building. 
Total depreciation expense allowed over the lives of the assets that make 
up the facility shall not exceed the allowable undepreciated basis of the 
building. The additional depreciation allowed by the 
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provision shall first be applied against the allowable basis of the longest 
lived asset which has any remaining allowable undepreciated basis. The 
remaining allowable undepreciated basis of the facility at the end of the 
refinanced loan, shall be depreciated over the remaining useful lives of the 
assets utilizing straight,line depreciation. If subsequent to the refinancing 
and claiming of accelerated depreciation, the facility is sold (either the 
operating entity holding the nursing facility licensure or the building on 
which the accelerated depreciation is claimed) or the facility volunt~rily 
discontinues participation in the Medicaid Program, the following 
recapture provisions shall be applied: 

l. 

2. 

The owner who claimed the accelerated depreciation shall pay the 
Medicaid Program an amount equal to the difference in 
depreciation claimed for the certified nursing facility with and 
without the accelerated depreciation times the average Medicaid 
percentage of total occupancy in the certified nursing facility. 
If the facility remains in the Medicaid Program, the allowable 
depreciable basis for the new owner shall be the allowable 
depreciable basis had the prior owner never utilized accelerated 
depreciation for Medicaid reimbursement. 

SECTION 520. BAD DEBTS, CHARITY, AND COURTESY ALLOWANCES 

A. PRINCIPLE. Bad debts, charity, and courtesy allowances are deductions 
from revenue and shall not be included in allowable cost. 

B. DEFINITIONS. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. "Bad Debts" means a debt considered to be uncollectible from 
"accounts receivable" and "notes receivable" that were created or 
acquired in providing services. "Accounts receivable" and "notes 
receivable" are designations for claims arising from the rendering 
of services, and are collectible in money in the relatively near 
future. 

2. 

3. 

"Charity allowances" means an allowance or reduction in charges 
made by the provider of services because of the indigence or 
medical indigence of the resident. 

"Courtesy Allowances" means an allowance that indicates a 
reduction in charges in the form of an allowance to physicians, 
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clergy, members of religious orders, and others as approved by the 
governing body of the facility, for services received from the 
facility. Employee fringe benefits, such as hospitalization and 
personnel health program, shall not be considered to be courtesy 
allowances. 

C. NORMAL ACCOUNTING TREATMENT - REDUCTION IN 
REVENUE. Bad debts, charity, and courtesy allowances represent 
reductions in revenue. The failure to collect charges for services "rendered 
does not add to the cost of providing the services. These costs have 
already been incurred in the production of the services. 

D. CHARlTY ALLOWANCES. Charity allowances have no relationship to 
recipients of the Medicaid Program and shall not be allowable costs. 

SECTION 530. COST OF EDUCATIONAL ACTIVITIES 

A. PRINCIPLE. An appropriate part of the net cost of approved educational 
activities shall be an allowable cost. 

B. DEFINITIONS. 

I. "Approved Educational Activity" means an educational activity 
formally organized or planned program of study usually 
engaged in by prbviders in order to enhance the quality of resident 
care in a facility. These activities shall be licensed where required 
by state law. If license is not required, the facility. shall receive 
approval from the recognized national professional organization 
for the particular activity. 

2. "Net Cost" means the cost of approved educational activities 
(including stipends of trainees, compensation of teachers, and other 
costs), less any reimbursements from grants, tuition, and specific 
donations. 

3. "Appropriate Part" means the net cost of the activity apportioned 
in accordance with the methods set forth in these principles. 

C. ORIENTATION AND ON-THE-JOB TRAINING. The costs of 
"orientation" and "on the job training" shall not be within the scope of this 
principle but shall_be recognized as normal operating costs. 

TN No. 00-04 
Supersedes 
TN No. 96-10 
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SECTION 540. RESEARCH COSTS 

A. PRINCIPLE. Costs incurred for research purposes, over and above usual 
resident care, shall not be included as allowable costs. 

B. APPLICATION. If research is conducted in conjunction with and as part 
of the care of residents, the costs of usual resident care shall be allowable 
to the extent that costs are not met by funds provided for the researc~. 
Under this principle, studies, analyses, surveys, and related activities to 
serve the facilities administrative and program needs shall not be excluded 
as allowable costs. 

SECTION 550. GRANTS, GIFTS, AND INCOME FROM ENDOWMENTS 

A. PRINCIPLE. Unrestricted grants, gifts, and income from endowments 
shall not be deducted from operating costs in computing reimbursable 
cost. Grants, gifts, or endowment income designated by a donor for 
paying specific operating costs shall be deducted from the particular 
operating cost or group of costs. 

B. DEFINITIONS. 

I. "Unrestricted Grants, Gifts and Income From Endowments" means 
grants, gifts, and income from endowments, funds, cash or 
otherwise, given to a facility without restriction by the donor as to 
their use. 

2. "Designated or Restricted Grants, Gifts, and Income from 
Endowments" means grants, gifts, and income froUl endowments, 
funds, cash or otherwise, which shall be used only for the specific 
purpose designated by the donor. This does not refer to 
unrestricted grants, gifts, or income from endowments that have 
been restricted for a specific purpose by the facility. 

SECTION 560. VALUE OF SERVICES OF NON PAID WORKERS 

A. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

PRINCIPLE. The value of services performed on a regularly scheduled 
basis by persons (in positions customarily held by full-time employees) as 
non-paid workers under arrangements without direct remuneration from 
the provider shall be allowed as an operating expense for the 
determination of allowable cost subject to limitations contained in 
paragraph (B) of this section. The amounts allowed shall not exceed those 
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paid others for similar work. Amounts shall be identifiable in the records 
of the facilities as a legal obligation for operating expense. Non-paid 
workers hired under" arrangements with a Cabinet for Health Services 
authorized work experience program shall qualify for the purposes of the 
principles in this section. 

B. LIMITATIONS - SERVICES OF NON-PAID WORKERS. The service 
shall be performed on a regular, scheduled basis in positions customarily 
held by full-time employees and necessary to enable the provider to carry 
out the functions of normal resident care and operation of the facility. The 
value of services of a type for which facilities generally do not remunerate 
individuals performing those services shall not be allowed as a 
reimbursable cost under the Medicaid Program. For example, donated 
services of individuals in distributing books and magazines to residents, or 
in serving in a facility canteen or cafeteria or in a facility gift shop shall 
not be reimbursed. 

C. APPLICATION. The following illustrates how a facility shall determine 
an amount to be allowed under this principle: The prevailing salary for a 
lay nurse is $5,000 for the year. The lay nurse receives no maintenance or 
special perquisites. A nun working as a nurse engaged in the same 
activities in the same facility receives maintenance and special perquisites 
which cost the facility $2,000 and are included in the facility's allowable 
operating costs. The facility may then include in its records and additional 
$3,000 to bring the value of the services rendered to $5,000. The amount 
of$3,000 shall be allowed if the facility assumes obligation for the 
expense under a written agreement with the sisterhood or ,\lther religious 
order covering payment by the facility for the services. 

D. APPLICATION 

TN No. 00-04 
Supersedes 
TN No. 96-10 

l. Unrestricted funds, cash or otherwise, are generally the property of 
the provider to be used in any manner its management deems 
appropriate and shall not be deducted from operat ing costs. It 
would be inequitable to require providers to use the unrestricted 
funds to reduce the payments for care. The use of these funds is 
generally a means of recovering costs that are not otherwise 
recoverable. However, any interest earned on these funds shall be 
subject to the interest offset provisions of this manual. 
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2. Donor-restricted funds that are designated for paying certain 
operating expenses shall apply and serve to reduce these costs or 
groups of costs and benefit all residents who use the services 
covered by the donation. If costs are not reduced, the facility 
would secure reimbursement for the same expense twice; it would 
be reimbursed through the donor-restricted contributions as well as 
from residents and the Medicaid Program. 

SECTION 570. PURCHASE DISCOUNTS AND ALLOWANCES AND REFuNDS 
OF EXPENSES 

A. PRINCIPLE. Discounts and allowances received on purchases of goods 
or services are reductions of the costs to which they relate. Similarly, 
refunds of previous expense payments are reductions of the related 
expense. 

B. DEFINITIONS. 
I. "Discounts" means general reductions granted for the settlement of 

debts. 
2. "Allowances" means deductions granted for damage, delay 

shortage, imperfection, or other causes, excluding discounts and 
returns. 

3. "Refunds" means an amount paid back or credits allowed because 
of over collection. 

C. NORMAL ACCOUNTING TREATMENT - REDUCTION OF COSTS. 
All di scounts allowances, and refunds of expenses are re~uctions in the 
cost of goods or services purchased and are not income. When they are 
received in the same accounting period in which the purchases were made 
or expenses were incurred, they shall be used to reduce the purchases or 
expenses of that period. However, if they are received in a later 
accounting period, they shall be used to reduce the comparable purchases 
or expenses in the period in which they are received. 

SECTION 580. COST TO RELATED ORGANIZATIONS 

A. 

TNNo. 00-04 
Supersedes 
TN No. 96-10 

PRINCIPLE. Cost applicable to services, facilities, and supplies furnished 
to the provider by organizations related to the provider by common 
ownership or control are included in the allowable cost of the provider and 
is the cost of the related organization. However, the cost shall not exceed 
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the price of comparable services, facilities, or supplies that could be 
purchased elsewhere. 

B. DEFINITIONS. 

I. "Related to Provider" means that the provider, to a significant 
extent, is associated or affiliated with, or has control of, or is 
controlled by the organization furnishing the services, facilities, or 
supplies. 

2. "Common ownership" means a relationship shall be considered to 
exist when an individual, including husband, wife, father, mother, 
brothers, sisters, sons, daughters, aunts, uncles, and in-laws, 
possesses five (5) percent or more of ownership or equity in the 
facility and the supplying business. A relationship shall also be 
considered to exist when it can be demonstrated that an individual 
or individual's control or influence management decisions or 
operations of the facility and the supplying business. 

3. "Control" means if an individual or an organization has the power, 
directly or indirectly, to significantly influence or direct the actions 
or policies of an organization 01' facility. 

C. APPLICATION. If the provider obtains items of services, facilities, or supplies 
from an organization, even though it is a separate legal entity, and the 
organization is deemed to be a related organization, in effect the items are 
obtained from itself. Reimbursable cost shall include the cost for these items at 
the cost to the supplying organization. However, if the price in the open market 
for comparable services, facilities, or supplies is lower than the cost to the 
supplier, the allowable cost to the provider shall not exceed the market price. An 
example would be a corporation building a nursing home and then leasing it to 
another corporation controlled by the owner. 

D. EXCEPTION. An exception is provided to this general principle if the provider 
demonstrates by convincing evidence to the satisfaction of the Department for 
Medicaid Services that the supplying organization is a bona fide separate 
organization; that fifty-one (51) percent of the supplier's business activity of the 
type carried on with the facility is transacted with persons and organizations other 
than the facility and its related organizations and there is an open, competitive 
market for the type of services, facilities, or supplies furnished by the 
organization; that the services, facilities, 01' supplies are those which commonly 
are obtained by facilities such as the provider from other organizations and are not 

TN No. 00-04 
Supersedes 
TN No. 96-10 
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a basic element of resident care ordinarily furnished directly to residents by 
facilities; and that the charge to the provider is in line with the charge for services, 
facilities, or supplies in the open market and not more than the charge made under 
comparable circumstances to others by the organization for services, facilities, or 
supplies. In these cases, the charge by the supplier to the facility for services, 
facilities, or supplies shall be allowable as cost. 

SECTION 590. DETERMINATION OF ALLOWABLE COST OF SERVICES, 
SUPPLIES, AND EQUIPMENT 

A. PRINCIPLE. Reimbursement to providers for services, supplies and 
equipment shall be based on reasonable allowable cost as defined in this 
section. 

B. DETERMINING ALLOWABLE COST. The allowable cost of services, 
supplies and equipment shall exceed the lowest of: 

I. The acquisition of cost the provider; 
2. The provider's usual and customary charge to the public; 
3. The prevailing charge in the locality as determined by Medicare or 

the Department for Medicaid Services as applicable; or 
4. If the item or service is identified in the Federal Register as one 

that does not vary significantly in quality from one supplier to 
another, the lowest charge level as defined in 42 CFR 450.30. 

SECTION 600. COST RELATED TO RESIDENT CARE 

A. PRINCIPLE. All payments to facilities shall be based on-the reasonable 
cost of covered services and related to the care of recipients. Reasonable 
cost includes all necessary and proper costs incurred in rendering the 
services, subject to principles relating to specific items of revenue and 
cost. However, payments to facilities shall be based on the lesser of the 
reasonable cost of covered services furnished to Medicaid Program 
recipients or the customary charges to the. general public for such services. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

Reasonable cost of any services shall be determined in accordance with 
the principles of reimbursement establishing the method or methods to be 
used, and the items to be included. These principles take into account 
both direct and indirect costs of facilities. The objective is that under the 
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methods of determining cost, the costs with respect to individuals covered 
by the Medicaid Program shall not be borne by individuals not so covered, 
and the costs with respect to individuals not so covered shall not be borne 
by the Medicaid Program. 

SECTION 610. REIMBURSEMENT FOR SERVICES OF PHYSICIANS 

A. PRINCIPLE. If the physician bills the Medicaid Program for services 
provided to the resident directly, such amount is to be approved ahd paid 
in accordance with the established practices relating to the physician 
element of the Medicaid Program. If the physician does not bill the 
Medicaid Program for services provided to the resident, costs to the 
facility are recognized as indicated in paragraph (C) of this section. 

B. REASONABLE COST. For the purposes of determining reasonable costs 
of services performed by physicians employed full time or regular part­
time, reasonable cost of the services shall not exceed what a prudent and 
cost-conscious buyer would pay for comparable services by comparable 

C. 

providers. ' 

APPLlCA TlON. If the physician is compensated by the facility for 
medical consultations, etc., on a part-time basis, the amounts paid to the 
physician, if reasonable, shall be recognized by the Medicaid Program as 
an allowable cost. Physician services by a part-time facility employee for 
medically necessary direct resident services shall be paid the physician 
directly through the physician's element of the Medicaid Program. If 
the physician is a full-time employee of a nursing facility. all reasonable 
costs including direct resident services, shall be recognized as routine 
facility costs and shall not be billed to the Medicaid Program directly by 
the physician. 

SECTION 620. MOTOR VEHICLES 

A. Costs associated with motor vehicles that are not owned by the facility, 
including motor vehicles that are registered or owned by the facility but 
used primarily by the owner, or family members thereof, shall be excluded 
as allowable costs . 

TN No. 00·04 
Supersedes 
TN No. 96-10 
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B. Tn 1986 Kentucky state law established allowable motor vehicle costs to 
be $15,000 per vehicle, up to three (3) vehicles, if the vehicle is used for 
facility business. The allowable amount is adjusted allllUally for inflation 
according to the increase in the consumer price index for the most recent 
twelve-month period. Medically equipped motor vehicles shall be exempt 
from the limit. The Depat1ment may approve costs exceeding the limit on 
a facility by facility basis upon demonstration by the facility that 
additional costs are necessary for the operation of the facility. 

SECTION 630. COMPENSATION OF OWNERS 

A. PRINCIPLE. A reasonable allowance of compensation for services of 
owners is an allowable cost, provided the services are actually performed 
and are a necessary function. 

B. DEFINITIONS 

TN No. 00-04 
Supersedes 
TN No. 96-10 

1. "Reasonableness" requires the compensation allowance: 

a. Be an amount as would ordinarily be paid [or comparable 
services by comparable facilities; 

b. Depend upon the facts and circumstances of each case; and, 
b. Be pertinent to the operation and sound conduct of the 

facility. 

2. "Necessary" requires had the owner not rendered the services, the 
facility would have had to employ another person to perform the 
services. 

3. "Owner" means as any person or related family member (as 
specified below) with a cumulative ownership interest of five (5) 
percent or more. Members of the imrnediate family of an owner, 
include husband, wife, father, mother, brothers, sisters, sons, 
daughters, aunts, uncles, and in-laws and shall be treated as owners 
[or the purpose of compensation. 

4. "Compensation" means the total benefit received by the owner, 
including but not limited to: salary amounts paid for managerial, 
administrative, professional and other services; amounts paid by 
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the facility for the personal benefit of the ()wner; the cost of ass¢lS 
and services received from the facility and de[ened comp.'nsation. 

APPLICATION. The cost of filii-time o\vller-employees Illay be 
included as all allowable cost if the compensation is reasoJlably 
comparable to compensation [01" similar positions in the industry, but shall 
not exceed the applicable compensation limit for owner-administrator. 
The compensation of part-time owner-employees performing lIIanagerial 
type functions shall be allowabl .. to the extent that the compensation does 
not exceed the percent o[time worked time. eighty (80) percent of tile 
applicable compensation limits for an owner-~dlllinistTutOr. 

Full-time owncr··adlllinistrators and full-time owner-employees who 
perionri nOll-managerial ftmctiolJs in facilities other than the facility that 
they are primatily associated shall, for Medicaid pUlpuses. be limited to 
reasonable compensation of not more than fOllrteen (14) hours per week in. 
addition to the salary in the facility with which they are primmily 
associated. To be considered reasonable compensation, the owner shall 
prove perfomlance of a necessary fl111CtiOtI and be able to document the 
time claimed for compensation. [fmutlag"rittl func.tions are performed ill a 
1l01l-pr.ilUary fiKilily by tlie ftlll-time owner-administrator or full-dille 
owner-e.mployee of another facility, the COst. of the selvic,'s shall not be 
allowt:dlor purpos('s of the .Medjc~id Progr",u. 

Compensation for seJvices requiring a licensed or c<'ltified professiunA 
perfunned on an intermittent basis ,hall not be considered a part of 
compensation, nor sball it be limited to the application of the 
oWller-adlllinistrator compensation schedUle, if the prof~ssional services 
(e.g ., lega.l servict's) would have necessitated the procurement of another 
person to perfollll the services. 

D. COMPENSATION LIMIT A TION. COlllpensation tor an OW1\er­

administrator shall be limited based OIl tit" lotalliccnsed "",ds ufthe 
tacility in accordanc;e with the following sch~dul,,; 

LICENSED BEDS 
COiVfPENSA TION 

0-50 

- - - _._- ----- . __ ._ .- -._ .. _---

MAXIMUM 

$13,500 

---- -----_._------
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- ---.. _---_ ... _ - -

51-99 
100-149 
150 - 199 

200+ 

$]g,500 
$43,000 
$51,300 
$52,600 

Tllis schedule shall be in etfeet tor the period from July 1, 1991 t1u'ough 
]lme .30, 1992. The compensation maximum shall be increased on July I 
of each year by the Inflation Factor Index for wages and sabuies (Data 
Resources, Inc.). 11,e Department for Medicaid Services sh.all utilize the 
moving average for the coming July 1 - June 30 flscal year based on the 
latest int1atioll data available. The adju'ited amounts shall be published 
anllually in a reimbnrsemeut lener to all cost-based facility providers. 
Perquisites routinely provided to all employees ami board of director's 
fees shaUnot be considered in applying owner' s colJlpensation limits 

E. OTHER REQUIREMENTS 

I. SOLE P~OPRIETORSHJPS AND PARTNERSHIPS. 
The allowance of compensation for services of sol<: proprietors 

and partners ~hall be the amount ddemlined to be the reasollable 
value of the services reudned (not to exceed the amount claimed 
for these services Oil the anuual co,t reports submltted by the 
f.1.cility). The allowance shall be an allowable cost regardless of 
whether there is any actnal distribution of prolits or other payments 
to the O""ller. The operating profit (or loss) of the facility shall not 
affect the allowance of compensation for the owuer' s services. 

2. CORPORATIONS. 
To be included in allowable costs, c'ompensation for selvices 
rendered as all employee, oificer, or director by a perSOll owning 
stock in a cOllJorate providm' shall be paid (by cash, negotiable 
instrltment, or in-kind) during the cost reporting period in which 
the compensation is eamed or within sevcnty-ti ve (75) days 
ther"after. If payment is not made during this lime period, the 
unpaid compellSatioIl shall not be included in allowable costs, 
dther in the pe.riod earned or in the period when actually paid. For 
this plUpose, all inS!n!lIlent to be negotiable shall be ill writing and 
signed, shall cOlltain an U})CIlllditional promise or other to pay il 
certain 'lllU of money Oll demand or at a fixed and determinable 
TIltllre time, and shall be payable to order or to bearer. 

-------------- ._--------.-----_ .. __ ._----_._----
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To be included in allowable costs, an accrued expense payable to 
an officer, director, stockholder, organization or other party or 
parties having control shall be paid (by cash, negotiable 
instrument, or in-kind) during the cost reporting period in which it 

. has been incurred or within seventy-five (75) days thereafter. If 
payment is not made during this time period, the unpaid expense 
shall not be included in allowable costs, either in the period 
incurred or in the period when actually paid. 

4. DEFINITIONS 

a. "Control" shall exists if an individual or an organization 

b. 

has the ability, directly or indirectly, to influence, manage 
or direct the actions or policies of the provider regardless of 
ownership interest. 

"Negotiable Instrument" means the negotiable instrument 
shall be in writing and signed, shall contain an 
unconditional promise or order to pay a certain sum of 
money on demand or at a fixed and determinable future 
time, and shall be payable to order or to bearer. 

SECTION 640. OTHER COSTS 

A. The cost of maintaining a chapel within the facility shall be allowable 
providing the cost is reasonable. 

B. The cost associated with facility license fees shall be allowed if proper 
documentation proves that the payment is a fee and not a tax. 

C. The costs associated with political contributions and legal fees for 
unsuccessful lawsuits filed by the provider shall be excluded from 
allowable cost. Legal fees relating to lawsuits against the Cabinet for 
Health Services shall only be included as a reimbursable cost in the period 
in which the suit is settled after a final decision has been made that the 
lawsuit is successful or when otherwise agreed to by the parties involved 
or ordered by the court. 

TN No. 00-04 
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D. The costs for travel and associated expenses outside the Commonwealth of 
Kentucky for purposes of conventions, meetings, assemblies, conferences 
or any related activities that shall not l1e allowable costs. However, costs 
(excluding transportation costs) for training or educational purposes 
outside the Commonwealth of Kentucky (except for owners or 
administrators) shall be allowable costs. Meetings per se shall not be 
considered educational; however, if educational or training components 
are included, the cost, exclusive of transportation shall be allowable. _ 
However, travel and associated expenses outside the Commonwealth of 
Kentucky shall not be allowable for owners and administrators for any 
reason. 

E. The cost of corporate income tax preparation shall be an allowable cost. 

F. Stockholder maintenance or servicing costs, such as preparation of an 
alU1Ual repol1, fees for filings required by the SEC etc., shall be allowable 
costs. 

O. The cost of the Board of Directors' fees shall be allowable, but shall be 
limited to five (5) meetings alU1Ually for single facility organizations and 
twelve (12) meetings alU1Ually for multiple facility organizations and shall 
meet a test of reasonableness. Other cost associated with Board of 
Directors' meetings 

TN No. 00-04 
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in excess of the above limitations on the number of meetings .§hall also be 
considered to be unallowable costs . 

H. Profits or revenues of the parent organization which are from sources not 
related to the provision of Cost-Based Facility care shall not be considered 
as reductions in the cost to the Medicaid Program if the investment funds 
that generated these profits or revenues were not co-mingled with 
investment funds of the facility, or have been unco-mingled, if necessary, 
and the source of the funds can be identified according to generally 
accepted accounting procedures. 

I. Employee leave time, if vested, shall be generally an allowable cost. For 
leave pay to be vested there shall be no contingencies on the employee's 
right to demand cash payment for unused leave upon termination of 
employment. Facilities continue to have the option of accounting for 
leave on an accrual or cash basis. If a facility wishes to switch its 
accounting method to the accrual accounting basis, the accumulated 
carryover from the prior year(s) may be expensed as utilized, in 
accordance with the facility's personnel rules concerning the taking of 
leave. Concurrent with the expensing of the carryover, current vacation 
earned shall be accrued. 

J. Costs resulting from anti-union activity shall be disallowed. Costs 
associated with union activity, unless prohibited by the National Labor 
Relations Act or unless the costs are unreasonable or unnecessary, shall be 
allowed. 

K. In accordance with KRS 216.560(4), payment of penalties shall not be 
made from monies used for direct resident care nor shall the payment of 
penalties be a reimbursable cost under Medicaid. 

L. The costs associated with private club memberships shall be excluded 
from allowable costs. 

SECTION 650. ANCILLARY COST 

A. Reasonable cost of ancillary services provided as a part of total care arc 
reimbursable, but may be subject to maximum allowable cost limits under 
FederalJegulations. 
Ancillary services include: 

TN No. 00-04 . 
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Physical therapy 
Occupational Therapy 
Speech Therapy 
Laboratory procedures 
X-Ray 
Oxygen 
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Respiratory therapy (excluding the routine administration of oxygen) 

Appropriate time and cost records of therapy services shall be maintained. 
All contracted services shall be documented by invoices which clearly 
delineate charges for the service(s) provided to include the resident who 
received the service, the date the service was provided, the length of time 
the service required, and the person providing the service. Supplies and 
equipment shall be itemized separately from treatment on these invoices. 

DIRECT ANCILLARY COSTS. The direct ancillary costs of Physical, 
Occupational, Speech and Respiratory Therapy shalUnclude only costs of 
equipment used exclusively for the specific therapy services, and the 
salary costs, excluding fringe benefits, of qualified therapy persorll1el who 
perform the service, or persons who perform the service under the on-site 
supervision of qualified therapy personnel. 

Personnel qualified for respiratory therapy direct ancillary cost purposes 
shall be those qualified individuals either licensed by the Kentucky Board 
of Respiratory Care or the Kentucky Board of Nursing. This definition 
applies without regard to whether they are facility or hos~ital-based, or are 
an independent contractor. 

C. The cost of providing general nursing care, including the routine 
administration of oxygen, routine suctioning, or for standby services shall 
not be direct ancillary costs. Acquisition, after December I, 1979, of 
therapy equipment with a total value of $1 ,000 for each asset shall have 
prior approval by the Department for_Medicaid Services in order to be 
recognized as an allowable cost by the Medicaid Program. 

SECTION 660. UNALLOWABLE COSTS 

A. COSTS EXCLUDED FROM ALLOWABLE COSTS 

TN No. 00-04 
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\. Ambulance service 
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2. Private duty nursing 
3. Luxury items or services 
4. Dental services 
5. Noncompetitive agreement costs 
6. Cost of meals for other than residents and provider personnel 
7. Dry cleaning of the resident's personal clothing 
8. Drug costs -
9. An allowance for a return on equity is not reimbursable. 

SECTION 670. SCHEDULE OF IMPLEMENTA nON 

The reimbursement system outlined in this part of the Cost-Based Facility 
Reimbursement Manual took effect July 1, 1991 rate setting. The reimbursement 
system in effect as of July I, 1990 shall remain in effect for Intermediate Care 
Facilities for the Mentally Retarded and Developmentally Disabled (lCF­
MRlDD) through June 30,1991 with the following exceptions: 

A. Effective October I, 1990, drugs shall no longer be treated as an ancillary 
for ICF- MRIDD facilities. 

B. Drugs shall be billed through the Pharmacy Program. The pharmacist 
shall bill Medicaid directly and the facility shall no longer act as a conduit 
for drug billings. 

C. Those medical supplies previously billed as drugs that cannot be billed 
through the Pharmacy Program shall be treated as routine-cost for services 
provided on or after October I, 1990. 

SECTION 680. INTRODUCTION TO THE COST-BASED PAYMENT SYSTEM 

This payment system is designed for ICF-MR facilities that are providing services 
to Medicaid recipients and are to be reimbursed by the Department for Medicaid 
Services. Effective for costs used in rate setting as of July I, 1991 except as 
specified in this manual supplement, policies and procedures as stated in the 
Department for Medicaid Services. Cost-Based Facilities Reimbursement shall be 
applicable to ICF-MRIDD facilities. 

The intent of this reimbursement system is to recognize the reasonable costs 
associated with the services and level of care provided by ICF--MR facilities. 

TN No. 00-04 
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If a facility is mandated by a court to reduce the number of beds. the occupancy limitations shall not be applied while alternative 
placement of res idents is being attempted in order to comply with the court mling. During the transition period, defined by the 
court, the facility shall be allowed a rate adjushTIent. not more often than monthly. which utili zes the actual facility occupancy. 

SECTION 700. DEFfNlTION OF ROUTINE AND ANCILLARY SERVICES 

TIle definitipns of routine and ancillary services as stated in the Cost-Based Facility Reimbursement Manual shall be applicable 
to the ICF- MRiDD facilities. Psychological and psychiatric services shall be billed.s ancillary services by an ICF-MRIDD. 

SECTION 705. MEDICARE UPPER PAYMENT LIMIT (UPL) - ROUTINE COSTS 

TIle estimate of the amount that would be paid under Medicare payment principles ("the Medicare UPL") is based on the 
following methodology. A base year shall be established utilizing cost and utilization data from all state owned or operated 
ICFIMRIDD facilities most recent desk audited cost reports for state fiscal year (SFY) 2005. Excluding capital and ancillary 
costs from these cost reports, a weighted mean cost per day will be computed by dividing the lotal aggregate routine costs for 
state owned or operated ICFIM R1DDs by the total aggregate cost report days for state owned or operated ICF/MRlDDs. TIle 
weighted mean cost per day \yill be multiplied by 112% to detennine an adjusted .weighted mean cost per day. The adjusted 
weighted mean cost per day will be trended forward by applying a rate of change equal to the G'loballnsight Skilled Nursing 
Facility Market basket without capital for the rate year. TItis process will detennine the estimated Medicare reimbursement cost 
per day for the rate year. To detennine the Medicare UPL for SFY 2006, lake the trended Medicare cost per day multiplied by 
the actual Medicaid patient days for the current fi scal year (SFY 2005). The current fiscal year patien t days will be detennincd 
using actual Medicaid pat ient days from the previous SFY. Medicare UPL calculations for future SFYs will be determined by 
trending the prior year estimated Medicare reimbursement cost per day fonvard by the Global Insight Skilled Nursing Facility 
Market basket without capital for the rate year and multiplying thi s by actual Medicaid patient days from the previous SFY. This 
Medicare UPL process will remain in effect for each SPY until the des ignation ofa new base year. A new base year shall be 
established no more frequently than once every three years based on the most recent desk audited cost report data available. 

TIlt Medicare UPL for non-state but government owned or operated and non-govenunentallCF/MRJDDs shall be calculated 
using the same method as the state owned or operated ICFIMRJDDs; however, the aggregate cost and utili zation data will come 
from their own most recent desk audited cost reports. 

For each rate year, the est imated Medicare UPL calculated as described above shall on ly increase to take into account any cost 
that ICFIMRJDD faciliti es are required to incur to comply with the conditions described in AU. 4 . 19-0 , page 3 or Section 300 of 
Att.4.19-D, Exhibit B, page 28 that were not in effect during the Medicare UPL base year. TI1C increase will be equal to the 
average per di em cos( of complying with such requirements times the total number of Medicaid patien t days in the Medicare UPL 
current year as defined'above. TIle year-end cost settlement will incorporate the additional payments. 

SECTION 706. MEDICARE UPPER PAYMENT LIMIT (UPL) - ~CILLARY AND CAPITAL COSTS 

Ancillary and capi tal costs will be limited to actual allowable cost based on Medicare Principles of Reimbursement. Allowable 
cost will be detennincd based on the provider' s annual cost reports that have been audited and cost settled by Kentucky's 
Department for Medicaid Services. The total allowable ancillary and capital costs will be added to the routine cost detennined in 
Section 705. This total cost will be the final annual Medicare UPL. 

SECTION 7 10. LEASE OR RENT ARRANGEMENTS 

All lease or rent arrangements occurring after 2/23177 sha ll be limited to the owner's historical cost of ownership. For lease or 
rent arrangements occurring prior to 2/23177, the Medicaid Program shall determine the allowable costs of the arrangement based 
on the general reasonableness of costs. 

SECTION 720. ALLOWABLE COST BASIS ON PURCHASE OF FACILITY AS AN ONGOING OPERATION 

The allowable cost basis of a facility purchased as an ongoing operation after July I, 1976, shall be determined in accordance 
with the policies outlined in the Cost-Based Facility Reimbursement Manual. 

SECTION 730. INTEREST EXPENSE - EXCEPTION TO BORROWER-LENDER RELATIONSHIP 

Exceptions to the general rule regarding interest on loans from controlled sources of funds shall be made in the following 
circumstances. Interest on loans to facilities by partners, stockholders, or related organizations made prior to July I. 1975 shall be 
allowable as cost provided that the tenns and conditions of payment of the loans have been maintained in effect without 
modification subsequen t to July I, 1975. 
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SECTION 740. REIMBURSEMENT FOR SERVICES OF PHYSICIANS, DENTISTS 
AND HOSPITALS 

If physician (excluding psychiatry) or dental services are provided by an 
employee or if physician, dental or hospital services are provided under an 
ongoing contractual arrangement, all reasonable costs including direct resident 
services shall be recognized as routine service facility costs and shall not be-billed 
to the Medicaid Program directly by the physician, dentist, or hospital. This 
provision shall apply only to staff personnel while performing services that are in 
the scope of their employment or contractual agreement with the facility. 

SECTION iso. EDUCATIONAL COST 

The cost associated with providing educational services to residents ofICF-MRs 
shall not be an allowable expense for reimbursement purposes. Education 
services provided in facilities or areas within an ICF - MR or on its property 
which are specifically identified for providing these services by or under contract 
with the state or local educational agency shall not be reimbursable. Examples of 
these costs are salaries, building depreciation costs, overhead, utilities, etc . 
Whether or not educational services are provided in a specifically identified 
facility or area, reimbursement shall not be available for education or related 
services provided to a client during the periods of time the Individual Education 
Plan (IEP) requires that educational and related services be provided. All the 
services described in the rEP shall be excluded for Medicaid reimbursement, 
whether provided by state employees, by staff of the rCF-MR or by others. 

-
Related services may be reimbursed if the services are performed as a 
reinforcement and continuation of the same type of instruction before or after the 
formal training as part of the individual's program of active treatment. 

Educational services not eligible for reimbursement shall be those which are: 

A. 

B. 

TN No. 00-04 
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Provided in the building, rooms, or area designated or used as a school or 
educational facility; 

Provided during the specific hours and time periods in which the 
educational instruction takes place in the normal school day and period of 
time for these students; 
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C. Included in the IEP for the specific student or required by Federal and 
State educational statutes or regulations; and, 

D. Related services provided to a student under twenty-two (22) years of age. 

SECTION 760. PURCHASE AND DISPOSAL OF SPECIALIZED MEDICAL 
EQUIPMENT 

A. Specialized medical equipment such as eyeglasses, dentures, adaptive 
wheelchairs, etc., shall be a part of routine cost when purchased by the 
provider. These items shall be either expensed in the year of acquisition 
when appropriate or capitalized and depreciated when meeting the criteria 
for the acquisitions. Examples of items to be expended shall be most 
eyeglasses, dentures and other such items. Items to be capitalized and 
depreciated shall be adaptive wheelchairs, braces if applicable, etc. If an 
individual resident's family wishes to purchase any of these items for the 
resident, they may do so but any reimbursement to the facility shall be 
offset against the cost of the equipment to the extent the cost is reported on 
the facility's books. 

B. When a resident is discharged or voluntarily leaves a facility, the 
specialized equipment may be taken by the resident. If the facility charges 
the resident for the equipment and the equipment was originally expensed, 
this revenue shall be offset against the cost of medical supplies or 
administrative and general cost in the period when the resident leaves. If 
the equipment was capitalized and depreciated, then the t~ansaction shall 
be handled as 'any disposable of appreciable asset would be. If, however, 
the facility does not charge the resident for the equipment when they 
leave, then any remaining depreciation shall be included in the period 
when the discharge occurred. 

SECTION 770. INTRODUCTION TO INSTITUTIONS FOR MENTAL DISEASES 

A. 

TN No. 00-04 
Supersedes 
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This payment system is designed for the publicly operated cost-based 
nursing facilities defined as Institutions for Mental Disease (lMDs) which 
are providing services to Medicaid recipients and are to be reimbursed 
under the Department for Medicaid Services. This reimbursement system 
shall become effective with the rate setting on July I, 1991. 
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B. The cost repOli submission requirements and the rate computation 
methodology effective July 1, 1991 shall be the same as those for other 
cost-based facilities. 

C. The intent of this reimbursement system shall be to recognize the 
reasonable costs associated with the services and level of care provided by 
IMD facilities. . 

SECTION 780. DEFINITION 

For purposes of this system, an IMD is a publicly operated cost-based facility 
primarily engaged in providing diagnosis, treatment or care of persons with 
mental diseases, including medical attention, nursing care and related services. 
Coverage shall be limited to individuals age sixty-five (65) and above. 

SECTION 790. INTRODUCTION TO DUAL LICENSE PEDIATRIC FACILITIES 

A. This payment system shall be designed for dual licensed pediatrics 
facilities that are providing services to Medicaid recipients and shall be 
reimbursed by the Department for Medicaid Services. Except as specified 
in this manual supplement, policies and procedures as stated in the 
Department for Medicaid Services Cost-Based Facility Reimbursement 
Manual. This reimbursement system shall be effective with the rate setting 
on July 1,1991. 

B. The cost report submission requirements and the rate computation 
methodology rates effective July I, 1991 shall be the same as those for all 
other cost-based facilities. • 

C. The intent of this reimbursement system shall be to recognize the 
reasonable costs associated with the services and level of care provided by 
Dual License Pediatric Facilities. 

SECTION 800. DEFINITION 

A facility having Dual Licensed Pediatric Facility beds and providing pediatric 
care only shall be classified as a pediatric Dual Licensed facility and shall receive 
reimbursement in accordance with the payment mechanism developed for that 
class offacility. 

TN No. 00-04 
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SECTION 810. INTRODUCTION TO THE COST-BASED FACILITY COST 
REPORT 

The Annual Cost-Based Facility Cost Report provides for the submission of cost 
and statistical data which shall be used in rate setting and in reporting to various 
governmental and private agencies. All required information is pertinent and 
shall be submitted as accurately as possible. 
In general, costs shall be reported as they appear in the provider's accounting 
records. Schedules shall be provided for any adjustments or reclassifications that 
are necessary. 

In the cost finding process, direct costing between Certified Cost-Based Facility 
and Non-certified Cost-Based Facility shall be used wherever possible. If direct 
costing is utilized, it shall be utilized, if possible, for all costs of a similar nature. 
Direct costing shall not be utilized on a selective basis in order to distort the cost 
finding process. 

SECTION I. SCHEDULE A - CERTIFICATION AND OTHER DATA; 

This schedule shall be completed by all facilities . 

A. 

B. 

c. 

D. 

E. 

TN No. 00-04 
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TYPE OF CONTROL. In Sections I through 3 indicate as appropriate the 
ownership or auspices under which the facility operates. 

Section B is provided to show whether the amount of costs to be 
reimbursed by the Medicaid Program includes costs resulting from 
services, facilities, and supplies furnished to the vendor by organizations 
related to the vendor by common ownership or control. Section B shall be 
completed by all vendors. 

Section C shall be. completed when the answer in Part B is yes . The 
amount reported in Section C shall agree with the facility's books. 

Section D shall be completed when the answer in Part B is yes. 

Section E is provided to show the total compensation paid for the period to 
sole proprietors, partners, and corporation officers, as owner(s) of 
Certified Nursing Facilities. Compensation is defined in the Principles of 
Reimbursement as the total benefit received (or receivable) by the owner 
for the services he renders to the institution. It shall include salary 

Approval Date: AUG 1 0 ZOOl Effective Date: 1-1-00 



State: Kentucky Attachment 14.90 
Exhibit B 
Page 70 

amounts paid for managc::rial, administrative, professional, and other 
services; amounts paid by the institution for the personal benefit of the 
owner; and the cost of assets and services which the owner receives from 
the institution and deferred compensation. List the name, title and function 
ofowner(s), percent of workweek devoted to business, percent of stock 
owned, and total compensation. 

F. Section F is provided to show total compensation paid to each employed 
person(s) to perform duties as administrators or assistance administrators. 
List each administrator or assistance administrator who has been 
employed during tlie fiscal period. List the name, title, percent of 
customary workweek devoted to business, percent of the fiscal period 
employed, and total compensation for the period. 

G. Section G shall be completed by all providers. 

H. Section H shall be completed by all providers. 

SECTION 2. SCHEDULE B - STATEMENT OF INCOME AND EXPENSES: 

If a facility has an income statement that provides the same detail as this schedule, 
this statement may be submitted in lieu of Schedule B. This schedule shall be 
prepared for the reporting period. During preparation, consideration shall be 
given to the following items: 

A. 

B. 

C. 

D. 

E. 

TN No. 00-04 
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Line I. The amount entered on this line shall be the gross charges for 
services rendered to residents before reductions for charity, bad debts, 
contractual allowances, etc. 

Line 2. Record total bad debts, charity allowances, contractual 
adjustments, etc. on this line. This line shall include the difference 
between amounts paid by the resident or 3rd party payor and the standard 
charge of the facility . 

Line 3. Subtract line 2 from line I . 

Line 4. Enter total operating expenses from Schedule D-4, Line 26, 
Column 2. 

Line 5. Subtract line 4 from line 3. 
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F. Lines 6a, 6b, 7a, and 7b. Complete these lines in accordance with the 
definitions of restricted and unrestricted as presented in the Principles of 
Reimbursement in this manual. 

G. Line 12. Include on this line rent received from the rental portions ofa 
facility to other related or non-related parties, i.e., the rental of space to a 
physician, etc. 

H. Line 14. Purchase discounts shall be applied to the cost of the items to 
which they relate. However, if they are recorded in a separate account, the 
total of the discounts shall be entered on this line. 

I. Line 31. Total lines 6a through 30. 

1. Line 33-48 . Enter amount of other expenses, including those incurred by 
the facility, which do not relate to resident care. 

K. Line 49. Total lines 33 tlu'ough 48 . 

L. Line 50. Subtract line 49 from line 32. 

SECTION 3. SCHEDULE C -BALANCE SHEET AND COMPUTATION OF 
EQUITY CAPITAL 

Non-profit facilities shall complete only column I. Proprietary facilities shall 
complete the entire schedule. 

A. 

B. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

Column l. Enter the balance recorded in the facility's books of accounts at 
the end of the reporting period (accrual basis of accounting is required as 
indicated in the Principles of Reimbursement) . Attaclunents may be used 
if the lines on the schedule are not sufficient. The capital accounts shown 
on lines 41 through 45, are those applicable to the type of business 
organization under which the provider operates as follows : 

Individual Proprietor - Proprietor's Capital Account 
Partnership - Partner's Capital Accounts 
Corporation - Capital Stock and Other Accounts 

Column 2. This column shall be used to show amounts of assets and 
liabilities included in a facility's balance sheet, which do not relate to the 
provider of resident care. Entries to this column shall be detailed on 
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Schedule C-1. NOTE: It shall not be necessary to attempt to remove the 
portion of assets applicable to other levels of care on this schedule. Some 
examples of adjustments, which may be required, include: 

I. Line 2 - Notes and Accounts Receivable. The notes and accounts 
receivable total to be entered in column 2 shall represent total 
amounts expected to be realized by the provider from non-resident 
care services. 

2. 

3. 

4. 

5. 

Lines 11, 13, 15, 17, 19 - Fixed Assets. The amounts to be entered 
in column 2 shall be based on the historical cost of those assets, or 
in the case of donated assets, the fair market value at the time of 
donation, which are not related to resident care. 
Line 12, 14, 16, 18, and 20 - Accumulated Depreciation. The 
amounts in column 2 shall be the adjustment necessary to reflect 

. accumulated depreciation on the straight-line method to the 
effective date of entry into this reimbursement program and 
amounts claimed thereafter, and shall also be adjusted for disposals 
and amounts of accumulated depreciation on assets not related to 
resident care. Assets not related to resident care shall be removed 
on lines 11, 13, 15, 17, and 19 respectively. 
LINE 22 - INVESTMENTS. Investments includable in the equity 
capital balance sheet in column 3 shall be limited to those related 
to resident care. Primarily, these shall be temporary investments of 
excess operating funds. Operating funds invested for long periods 
of time shall be considered excess and not related to resident care 
needs and shall accordingly be removed in columu 2. 
LINE 25 - OTHER ASSETS. Examples of items which may be in 
this asset category and their treatment for equity capital purposes 
are as follows : 

a. 
b. 

c. 

Goodwill purchased shall be includable in equity capital. 
Organization Expense. Expenses incurred in organizing the 
business shall be) includable in equity capital. (Net of 
Amortization) 
Discounts on Bonds Payable. This account represents a 
deferred charge to income and shall be includable in equity 
capital. Other asset amounts not related to resident care 
shall be removed in column 2. 
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6. LINES 37, 38 - LOANS FROM OWNERS. Do not make 
adjustments in column 2 with respect to funds borrowed by basic 
IC or IC/MR facilities prior to July I, 1975 or by Skilled Nursing 
Facilities prior to December I, 1979, provided the terms and 
conditions of the loan agreement have not been modified 
subsequent to July I, 1975, or December I, 1979, respectively. 
Such loans shall be considered a liability in computing equity 
capital as interest expense related to such loans is included in 
allowable costs. 

If the terms and conditions of payment of loans made prior to July 
I, 1975 for IC facilities and December I, 1979 for Skilled Nursing 
facilities, have been modified subsequent to July I, 1975 and 
December 1,1979, respectively, such loans shall not be included 
as a liability in column 6, and therefore shall be adjusted in columJ1 
5. Loans made by owners after these dates shall also treated in this 
manner. 

C. For Schedule C, line 1-45, adjust the amounts entered in column I 
(increase and decrease) by the amounts entered in column 2 and extend the 
net amounts to column 3. Column 3 is provided for the listing of the 
balance sheet amounts that represent equity capital for the Department for 
Medicaid Services purposes at the end of the reporting period. 

SECTION 4. SCHEDULE C-I - ADJUSTMENT TO EQUITY CAPITAL 

This schedule shall be used to explain all adjustments made by the facility on 
Schedule C, column 2, in order to arrive at the adjusted balance sheet for equity 
capital purposes. 

SECTION 5. OVERVIEW OF THE ALLOCATION PROCESS - SCHEDULE 
D-I THROUGH D-5 

These schedules provide for separating the operating expenses from the facility' s 
financial records into five (5) cost categories: I) Nursing Services Costs, 2) Other 
Care Related Costs, 3) Other Operating Costs, 4) Capital Costs and 5) Ancillary 
Costs. These schedules also provide for any necessary adjustments and 
reclassifications to certain accounts . Schedules D-I through 0-5 shall be 
completed by all facilities. All accounts that can be identified as belonging to a 

TN No. 00-04 
Supersedes 
TN No. 96-10 
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specific cost center shall be repo11ed to the appropriate section of Schedules D-l 
through D-5. Capital cost shall be reported on schedule D·4 and not allocated to 
specific cost centers. 

All listed accounts will not apply to all providers and some providers may have 
accounts in addition to those listed. These shall be listed on the lines labeled 
"Other Expense." 

The flow of the Schedules D-l through D-4 is identical. Salaries shall be repOJ1ed 
on the salary lines and all salaries for each cost center shall be sub-totaled on the 
appropriate line. The entries to the columns on these schedules shall be as 
follows: 

A. Column 2. The expenses in this column shall agree with the provider's 
accounting books and records. 

B. . Column 3. This column shall be utilized for reclassification of expenses 
as appropriate. Such reclassifications shall be detailed on Schedule D-6. 

C. Column 4. This column shall be for adjustments to allowable costs as may 
be necessary in accordance with the general policies and principles. All 
adjustments shall be detailed on Schedule D-7. 

D. Column 5. Enter the sum of columns 2, 3, and 4. 

E. Column 6. This column shall be completed for each line for which an 
entry is made to column 5 in order to indicate the basis of the separation of 
the costs repo11ed to Column 5 between Column 7 (Certified Cost-based 
facility Alloc. of Costs) and Column 8 (Non-Certified and Non-Cost-based 
facility Alloc. of Costs). A "D" shall be entered to this column on each 
line on which the adjusted costs (Column 5) are direct costed between 
Columns 7 and 8. An "A" shall be entered to this column 

F. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

on each line on which the adjusted costs in Column 5 are allocated 
between Columns 7 and 8 on the basis of the allocation ratios on Schedule 
F. All accounts which can be direct costed from the provider's records 
shall be directed costed to Columns 7 and 8. Accounts which are direct 
costed shall be direct costed in full . Any accounts which cannot be direct 
costed shall be allocated using statistics from Schedule F. Providers shall 
ensure that all costs which are reported to column 7 are reasonable, 
necessary and related to Certified Cost-based facility resident care. 

Columns 7 and 8. The adjusted balance figures from Column 5 are to be 
allocated between Certified Cost-based facility Costs (Column 5) and 
Non-Certified Non-Facility costs (Column 7) . Any accounts that cannot 
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be direct casted shall be allocated using statistics from Schedule F. All 
costs entered to Column 7 shall be reviewed by the provider to ensure that 
they are necessary, reasonable and related to Cellified Cost-based facility 
resident care. 

G. Column 9: This column shall be completed only by Hospital-Based 
providers. tnstructions regarding this column can be found in the 
instructions for the Schedules, which include Column 9 (i.e. D-3 and D-4). 

SECTION 6. SCHEDULE D-l - NURSING SERVICES COST 

A. The costs associated with nursing services, which shall be included in the 
nursing service cost category, are as follows: 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I . Nursing assessment of the health status of the resident and 
planning of appropriate interventions to overcome identified 
problems and maximize resident strengths; 

2. Bedside care and services; 
3. Administration of oral, sublingual, rectal and local medications 

topically applied, and appropriate recording of the resident's 
responses; 

4. Training, assistance, and encouragement for self-care as required 
for feeding, grooming. ambulation, toilet, and other activities of 
daily living including movement within the nursing horne facility; 

5. Supportive assistance and training in resident transfer techniques 
including transfer from bed to wheelchair or wheelchair to 
commode; 

6. Care of residents with behavior problems and severe emotional 
problems requiring nursing care or supervision; 

7. Administration of oxygen; 
8. Use of nebulizers; 
9. Maintenance care of resident's colostomy, ileostomy, and 

urostomy; 
10. Administration of parenteral medications, including intravenous 

solutions; 
11. Administration of tube feedings; 
12. Nasopharyngeal aspiration required for maintenance of a clean 

aIrway; 
13 . Care of suprapubic catheters and uretheral catheters; 
14. Care of tracheostomy, gastrostomy, and other tubes in a body; 
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15. Costs of equipment and supplies that are used to complement the 
services in the nursing service cost category including incontinence 
pads, dressings, bandages, enemas, enema equipment, diapers, 
thermometers, hypodermic needles and syringes, and clinical 
reagents or similar diagnostic agents; 

16. Costs for education or training including the cost of lodging and 
meals of nursing service personnel; 

17. The salaries and wages of persons performing nursing services 
including salaries of the director, and assistant director of nursing, 
supervising nurses, medical records personnel, registered 
professional nurses, licensed practical nurses, nurse aides, 
orderlies, and attendants; 

18. The salaries or fees of medical directors, physicians, or other 
professionals performing consulting services on medical care 
which are not reimbursed separately on a fee for service basis; and 

19. The costs of travel necessary for training programs for nursing 
persOimel required to maintain licensure, certification, or 
professional standards. 

B. If an account can be direct costed between Certified Cost-based facility 
and Non-Certified Cost-based facility, the amount carried to Column 5 
(Adjusted Balance) shall be direct cos ted in the appropriate amount(s) to 
the proper column(s) (either Column 7, Certified Cost-based facility 
Costs, or Column 8, Non-Certified and Non-Nursing Facility Costs). Any 
account that is direct cos ted shall be directed costed in full. Any account 
which cannot be direct costed shall be allocated using Schedule F, Statistic 
A. Multiply the Column 5 amount by the Certified Cost-based facility 
percentage from Schedule F, Statistic A, and enter the product in Column 
7. Subtract Column 7 from Column 5 and enter the result in Column 8. 
Providers shall ensure that all costs reported to Column 7 are necessary, 
reasonable, and related to Certified Cost-based facility resident care. 

SECTION 7. SCHEDULE D-2 - OTHER CARE RELATED COSTS 

A. General 

TN No. 00-04 
Supersedes 
TN No. 96-10 

The costs that shall be reported in the other care-related services cost 
category include: 

I. Food costs, not including preparation; 

. AUG 1 f\ 2001 . Approval Date: "" V Effective Date: 1-1-00 



( 

State: Kentucky Attachment 14.9 D 
Exhibit B 
Page 77 

2. Direct costs of other care-related services, such as social services 
and resident activities; 

3. The salaries and wages of activities directors and aides, social 
workers and aides, and other care-related personnel including 
salaries or fees of professionals performing consultation services in 
these areas which are not reimbursed separately under the 
Medicaid Program; 

4. The costs of training including the cost of lodging and meals to 
meet the requirements of laws or rules for keeping an employee's 
salary, status, or position, or to maintain or update skills needed in 
performing the employee's present duties. 

B. Specific Instructions 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. 

2. 

Lines 1-30: Ifan account can be direct costed between Certified 
Cost-based facility and Non-Certified Cost-based facility, the 
amount carried to Column 5 (Adjusted Balance) shall be direct 
costed in the appropriate amount(s) to the proper column(s) (either 
Column 7, Certified Cost-based facility Costs, or Column 8, Non­
Certified and Non- Cost-based facility Costs.) Any account which 
is direct costed shall be direct costed in full. If accounts cannot be 
direct costed, use the nursing allocation percentage (Schedule F, 
Statistic A, Line 3) to calculate Certified Nursing Facility Other 
Care Related Costs. Multiply the Certified Cost-based facility 
percentage times the amount in Column 5 and enter the products in 
Column 7. Subtract Column 7 from Column 5 and enter the results 
in Column 8. 
Line 31 : If an account can be direct costed between Certified 
Cost-based facility and Non-Certified Cost-based facility, the 
amount carried to Column 5 (Adjusted Balance) shall be direct 
costed in the appropriate amount(s) to the proper column(s) (either 
Column 7, Certified Cost-based facility Costs, or Column 8, Non­
Certified and Non-Cost-based facility Costs.) Any account, which 
is direct, costed between Certified Cost-based facility and Non­
Certified Cost-based facility shall be direct costed in full. Any 
account that cannot be direct cos ted shall be allocated using the 
dietary allocation percentage (Schedule F, Statistic C, Line I, 
Column 2). Multiple the Certified Cost-based facility percentage 
times the amount in Column 5 and enters the product in Column 7. 
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Subtract the amount in Column 7 from Column 5 and enter the 
result in Column 8. 

SECTION 8. SCHEDULE D-3 - OTHER OPERATING COSTS 

A. 

B. 

c. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

Lines I through 19: If an account can be direct costed between Certified 
Cost-based facility and Non-Certified Cost-based facility, the amount 
carried to Column 5 (Adjusted Balance) shall be direct costed in the 
appropriate amount(s) to the proper column(s) (either Column 7, Certified 
Cost-based facility Costs, or Column 8, Non-Certified and Non-Cost­
based facility Costs.) Any account, which is direct costed, shall be direct 
costed in full. If an account cannot be direct costed, use the dietary 
allocation percentage (Schedule F, Statistic C, Line I, and Column 2) to 
allocate Dietary Costs. Multiply the Certified Cost-based facility 
percentage times the amounts in Column 5 and enter the products in 
Column 7. Subtract the amounts in Column 7 from Column 5 and enter 
the results in Column 8. 

Lines 21 through S5~ H Ifan account can be direct costed, between 
Certified Cost-Based Facility and Non-Certified Cost-Based Facility, the 
amount carried to Column 5 (Adjusted Balance) shall be direct costed in 
the appropriate amount(s) to . the proper column(s) either Column 7, 
Certified Cost-Based Facility Costs, or Column 8, Non-Certified and Non­
Cost-Based Facility Costs.) Any account, which is direct costed, shall be 
direct costed in full. Any account that cannot be direct costed shall be 
allocated using the Certified Cost-based facility square foot percentage 
(Schedule F, Statistic B, Line I, and Column 2). Multiply the percentage 
times amounts in Column 5 and enter the products in Column 7. Multiply 
the "Other" percentage (Schedule F, Statistic B, Line 2, and Column 2) 
times the amounts in Column 5 and enter the products in Column 8. For 
Hospital-Based Facilities only: add the ancillary square foot percentages 
(Schedule F, Statistic B, Lines 3 through 8, Column 2) together. Use the 
sum to allocate Housekeeping & Plant Operation costs of the ancillary 
cost centers to Column 9. 

Line 57 through 74 and 76 through 130~ H Ifan account can be direct 
cos ted between Certified Cost-based facility and Non-Certified Cost­
based facility, the amount carried to Column 5 (Adjusted Balance) shall be 
direct costed in the appropriate amount(s) to the proper column(s), (either 
Column 7, Certified Cost-based facility Costs, or Column 8, Non-Cettified 
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and Non-Cost-Based Facility Costs.) If an account carulOt be direct 
costed, use the nursing allocation-percentage (Schedule F, Statistic A, 
Line 3) to calculate Certified Cost-Based Facility Laundry and 
Administrative & General costs . Multiply the Certified Cost-Based 
Facility percentage times amounts in Column 5 and enter the products in 
Column 7. ' Subtract the amounts in Column 7 from Column 5 and enter 
the results in Column 8. 

SECTION 9. SCHEDULE 0-4 - CAPITAL COSTS 

A. If an account can be direct costed, between Certified Cost-based facility 
and Non-Certified Cost-based facility, the amount carried to Column 5 
(Adjusted Balancetshall be direct cos ted in the appropriate amount(s).to 
the proper column(s) (either Column 7, Certified Cost-based facility 
Costs, or Column 8, Non-Certified and Non-Cost-based facility Costs.) If 
an account cannot be direct costed, allocate capital costs using square 
footage (Schedule F, Statistic B, Column 2). Multiply the Certified Cost­
based facility percentage on Line I times amounts in Column 5 and enter 
the products in Column 7. Multiply the "Other" percentage on Line 2 
times amounts in Column 5 and enter the products in Column 8 .. For 
Hospital-Based Facilities only: add the ancillary square footage 
percentages from Schedule F, Statistic B (Lines 3 through 8, Column 2) 
together. Use the sum to allocate capital costs of the ancillary cost centers 
to Column 9. 

B. Lines 24 through 28 are provided for the computation of total costs per 
books, net reclassifications, net adjustments, and total adjusted costs for 
comparison and analysis. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. 

2. 

3. 

4. 

Line 24: The entries to this line Columns 2 through 9 shall be the 
total of the entries to Columns 2 through 9 of Schedules D-I 
through 0-3 and 0-4 through Line 22. 
Line 25, Column 7: The entry to this line shall be the sum of 
Schedule 0-5, Column 8, Lines 12,21,30, 42,5 1,60, and 67. 
Line 26, Column 7: The entry to this line shall be the sum of 
Column 7, Lines 24 and 25. 
Line 27: The entries to this line columns 2 through 5 shall be the 
total of the entries to columns 2 through 5 of Schedule 0-5. Add 
the entries from the appropriate column, Schedule 0-5, Lines 12, 
21,30,42,51,60 and 67 to compute the proper entry. 
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5. Line 28: The entries to this line shall be the totals of lines 24 and 
27. 

a. Column 2: The amount entered to Line 26, Column 2 shall 
agree with the total costs of the facility as reported in its 
general ledger. 

b. Column 3: The total reclassifications (the amount entered 
to Line 26, Column 3) shall net out to be zero (0). . 

c. Column 4: The amount entered to Line 26, Column 4 shall 
be the total of all adjustments entered to Scheduled D-I 
through D-5. It shall agree with the total adjustments 
rep0l1ed on Schedule D-7 (D-7, Line 53, Column 3). 

SECTION 10. SCHEDULE D-5- ANCILLARY COSTS 

A. Column 2: Ancillary costs as shown in the provider's books shall be 
entered to the appropriate lines. All ancillary salaries shall be reported to 
the salaries lines and sub-totaled on the appropriate line. 

B. Column 3: This column shall be utilized for reclassification of Column 2 
costs as may be necessary for compliance with the general policies and 
principles. Reclassifications shall be detailed on Schedule D-6. 

C. Column 4: This column shall be utilized for adjustments to allowable 
ancillary costs as may be necessary for compliance with the general 
policies and principles. Adjustments shall be detailed on-Schedule D-7. 

D. Column 5: Enter the sum of Columns 2, 3, and 4. The amount entered 
here shall be the total ancillary cost of the facility as defined by the 
general policies and procedures. 

D. Column 6: The cost entered to Column 5 shall be analyzed to identify the 
direct and indirect ancillary cost portions as defined in the general policies 
and principles. The direct ancillary cost shall be entered to Column 6. 

E. Column 7: This column shall be utilized to report the indirect ancillary 
portion (as defined in the general policies and principles) of the amount 
entered to Column 5. Subtract Column 6 from Column 5 and enter the 
difference. 

TN No. 00-04 
Supersedes 
IN No. 96-10 
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1. Lines 11,20,29,41, 50, 59, and 66 shall be completed by Hospital­
Based Providers only. The purpose of these lines shall be to compute 
each ancillary cost center's share of plant operations and maintenance, 
housekeeping and capital costs. The Column 7 amounts are derived by 
multiplying the appropriate Hospital Ancillary Square Foot Percentage 
(Schedule F, Statistic B, Column 4) by the amount on Schedule 0-4, 
Line 24, Column 9. 

O. Column 8: This column shall be used for reporting the Certified Cost 
Based Nursing Facility's share of indirect cost. For each ancillary cost 
center, multiply the appropriate Certified Cost-based facility Ancillary 
Charge Percentage (Schedule F, Statistic 0, Column 3) times the amounts 
reported in Column 7 to alTive at the correct amounts for Column 8. 

SECTION II. SCHEDULE D-6-RECLASSIFICATION OF EXPENSES 

This work sheet provides for the reclassification of certain amounts necessary to 
effect proper cost allocation under cost finding. All providers that do not direct 
cost payroll fringe benefits to individual cost centers shall use this schedule to 
allocate fringe benefits to the various cost centers. Fringe benefits shall be 
reclassified to individual cost centers on the ratio of the salaries unless another, 
more accurate and documentable method can be determined. The reclassification 
to each cost center shall be entered to the'appropriate Schedule 0-1 through D-5 
line titled" Employee Benefits Reclassification," 

SECTION 12. SCHEDULE 0-7-AOJUSTMENT TO EXPENSpS 

This schedule details the adjustments to the expenses listed on Schedule 0 -1 
through 0-5, column 4. Line descriptions indicate the nature of activities, which 
affect allowable costs as defined in this manual or result in costs incurred for 
reasons other than resident care, and thus require adjustment. Lines 22 through 
52 are provided for other adjustments not specified earlier. A brief description 
shall be provided. 

The adjusted amount entered in Schedule D-7, column 3, shall be noted "A" in 
Schedule 0-7, column 2, when the adjustment is based on costs , When costs are 
not determinable, "8" shall be entered in column 2 to indicate that the revenue 
received for the service is the basis for the adjustment. 

TN No. 00-04 
Supersedes 
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SECTION 13. SCHEDULE E - ANCILLARY SETTLEMENT 

This schedule is designed to determine the Medicaid share of direct and indirect 
ancillary costs. 

A. Column 2: Enter direct ancillary cost for each ancillary cost center from 
Schedule D-5, Column 6. 

B. Column 3: Multiply the direct costs (Column 2) by the corresponding 
Medicaid charge percentages (Schedule F, Section D, Column 5, Lines I 
through 7). 

C. Column 4: Enter the total amount received from the Medicaid Program 
(including any amount receivable from the Medicaid Program at the report 
date)·; for ancillary services rendered to Medicaid Certified Cost-based 
facility recipients during the period covered by the cost report. 

D. Column 5: Subtract the Column 5 amount from the Column 4 amount and 
enter the difference in Column 6. 

SECTION 14. SCHEDULE F - ALLOCATION STATISTICS 

A. Section A - Nursing Hours or Salaries 

TN No. 00-04 
Supersedes 
TN No. 96-10 

This allocation statistic shall be used as the basis for allocating the line 
item costs reported to Schedule D- I, Lines 1-33 ; Schedule D-2, Lines 1-
30; and D-3, Lines 57-130, which cannot be direct, costed to the levels of 
care. The allocation statistic may be based on the ratio of direct cost of 
nursing salaries, the ratio of direct nursing hours, a valid time study (as 
defined by the Department for Medicaid Services), another method which 
has been approved by the Department for Medicaid Services or, if no other 
reasonable basis can be determined, resident days. The computation of 
this statistic. shall account for the direct salary costs associated with all 
material non-cet1ified nursing activities of the facility (such as adult day 
care or home health services, for example). The computed statistic shall 
be reasonable and based on documented data. The method used in 
arriving at the allocation shall be identified at the appropriate place on 
Schedule F, Ratio A. For Hospital-Based Facilities Only: The salary 
costs of all depat1ments and services of the hospital, including all ancillary 
departments as defined in the general policies and principles of the 
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Department for Medicaid Services, shall be included in the calculation of 
this statistic. Allocations of costs between Certified Cost-based facility 
and acute cost centers on the basis of resident days will be accepted only 
when the 
resulting allocation statistic can be docllmented and shown to be 
reasonable: 

I . Line I : Enter the Certified Cost-based facility figure (i.e., salaries 
or direct hours) 

2. Line 2: Enter the "Other" nursing and direct service figure (i.e. 
salaries or direct hours) 

3. Line 3: Divide Line I by the sum of Lines I and 2 and enter the 
percentage on Line 3. The percentage shall be carried out to four 
decimal places (i.e. xx.xxxx%). 

4. NOTE: If salary cost figures are used in computing this allocation 
statistic, the amounts entered in Lines I and 2 shall usually agree 
to entities on the salary lines of Schedule D-I. If the Schedule F, 
Ratio A salary figures do not agree to Schedule D-I salary lines, 
providers shall review both schedules to ensure that both schedules 
are correct. The provider shall be able to reconcile Schedule F, 
Ratio A to Schedule D-I salary lines upon request. 

B. Section B - Square Footage 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. Freestanding facilities shall only complete Columns I and 2 of this 
section. Hospital facilities shall complete all four .olumns. 

a. Column I, Lines 1-\0: Enter the square feet in each 
applicable area of the facility. Direct resident room areas 
shall be allocated between Certified Cost-based facility and 
"Other" (PC, Non-certified, Acute, etc.). General resident 
areas, sllch as hallways, nursing stations, lounges, etc., 
which are utilized 100% by one level of care shall be 
directly allocated to the appropriate cost center. General 
resident areas used by more than one level of care and 
general service departments (administrator offices, dietary 
areas, etc.,) shall be allocated between levels of care based 
on the ratio of Certified Cost-based facility 
room square footage to total room square footage. In 
freestanding facilities, ancillary departments shall be 
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considered general service departments and allocated to 
levels of care. In Hospital-Based facilities, direct ancillary 
square footage shall be entered on Lines 3 through 8. 

b. Column 2, Lines 1-10: Percentages in Column 2 shall be 
derived by dividing Column 2, Lines I through 9, by Line 
10 of Column I. Line 10 shall be the sum of Lines I 
through 9 and should equal 100.0000%. 

2. Columns 3 and 4 shall only be completed by Hospital-Based 
Facilities. These two columns compute allocation factors to 
allocate the indirect ancillary costs allocated to the pooled 
ancillaries in Column 9 of Schedules 0-3 and 0-4 to the individual 
ancillary cost centers on Schedule 0-5. 

a. Column 3, Lines 3-9: The entries to these lines shall be 
identical to the entries on the same line number of Ratio B, 
Column I. 

b. Column 3, Line 10: The entry to this line shall be the sum 
of the entries to Lines 3-9. 

c. Column 4, Lines 3-9: The entries to these lines shall be the 
percentages resulting from dividing the direct square 
footage allocated to each ancillary service in Column 3, 
Lines 3-9 by the total direct ancillary square footage 
computed at Column 3, Line 10. Percentages shall be 
carried to four digits (i.e., xx.xxxx%). 

d. Column 4, Line 10: The entry to this line.;;hall be the sum 
of Column 4, Lines 3-9 and shall equal 100.0000%. 

C. Section C - Dietary 

D. 

TN No. 00-04 
Supersedes 
TN No. 96-10 

Identify the method used in arriving at the number of meals served. An 
actual meal count for 3 X in resident days shall be used. If 3 X inresident 
days is used, the provider shall ensure that bed reserve days are not 
included in this calculation. 

I. Column I: Enter total meals in each category. 
2. Column 2: To arrive at percentages, divide Lines J and 2 in 

Column I by Line 3 in Column I. 

Section D - Ancillary Charges 

Approval Date: AUG 1 0 2DD1Effective Date: 1-1-00 
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I. Column I: Enter the total charges for each type of ancillary 
service on Lines I through 7. Add Lines I through 7 and enter total 
on Line 8. 

2. Column 2: Enter the total charge for each type of ancillary service 
provided to all Certified Cost-based facility residents (both 
Medicaid and non-Medicaid) on Lines I through 7. Add Lines I 
through 7 and enter the sum to Line 8. 

3. Column 3: For each Line I through 8 divide totill CNF resident 
charges as reported in Column 2 by the total resident charges (all 
facility residents) 
reported in Column I. Enter the resulting percentage in column 3. 
Percentages shall be carried to four decimal places (i .e ., 
xx.xxxx%). 

4. Column 4: Enter the total charges for each type of ancillary service 
provided to Medicaid residents in certified beds on Lines I through 
7. Add Lines I through 7 and total on Line 8. 

5. Column 5. For each Line I through 8 divide Medicaid charges in 
Column 4 by total charges in Column I. Enter the resulting 
percentage in Column 3. Percentages shall be carried out to foUl' 
decimals (i .e. xx.xxxx%). 

E. Section E - Occupancy Statistics 

TN No. 00-04 
Supersedes 
TN No. 96-10 

I. 

2. 

3. 

Lines I and 2. Enter the number of licensed bed days . Temporary 
changes due to alterations, painting, etc. do not affect bed capacity. 
Line 3. Total licensed bed days available shall be determined by 
multiplying the number of licensed beds in the period by the 
number of days in the period. Take into account increases and 
decreases in the number of licensed beds and the number of days 
elapsed since the changes. If actual bed days are greater than 
licensed bed days available, actual bed days shall be used. 
Line 4. Enter resident days for all residents in the facility. A 
resident day shall be the care of one resident during the period 
between one census taking period on two successive days, 
including bed reserve days. The day of admission shall be 
included and the day of discharge excluded. Do not include both. 
When a resident is admitted and discharged on the same day, this 
period shall be counted as one day. 

Approval Date: AUG 1 0 2001 Effective Date: 1-1-00 
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Page 86 

4. Line S. Percentage of occupancy shall be the percentage obtained 
by dividing total resident days by bed days available. The 
percentage calculation shall not be carried beyond one decimal 
place (xx.x%). 

S. Line 6. A Medicaid resident day of care shall be an imesident or 
bed reserve day covered under the Medicaid Program. A resident 
days covered by the Medicare Program for which a co-insurance or 
deductible is made by the Medicaid Pr -

Approval Date: AU G 1 0 2001 Effective Date: 1-1-00 
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fiALAi'-{CE SHEET AND cOMPli"r A nON OF ~QU[TY CAPITAL Page 86-E 
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V£Noon N"~I£: 
ANNUAL COST REPO'RT - SCHEDULE D-l- NURSING SERVICES COSTS 

(I) 

1 Olreetor or NursIng Saliry 
2 R.N. Salarlu 
~ LP.N. Salarl •• 
4 C.M.A. Salarl .. 
S Aldu Salarlu 

S Olllir S""'''. 
1 OllIor So/",,,. 
a Olllor S""'''. 
• SllbIDln/~"llIrl"J 

10 Employ .. elnlm. Rlela .. IJJcal/on 
11 Nursing Contracted S.rvleu 
12 Mldleal Rleords Salarl .. 
U Mldlcal Olr.C/or FI.. ' 
14"" Pharmacy"Conoullanl F ... 

. 1 & Phy.lclln S;ttvlC:u . 
IS Nur.'ng fdueal/on & TraIning 
17 Nu,,(ng Trav.1 Exptnll . 
11 MidI cal Supp"" 

.-U Adull Olaper. & Undarpadj 
20 "Nur.lng fqulpm.nt R.nlll , 
21 NursIng SmatJ Equip. purchu., 
22 Olllor Exp"n". 
23' Olhlt Exp.n,,_ 
2" Olb.r Exp.nlt_ 
2& Oth.r Elp.nu_ 
2S Olhtr Exp.nu_ . 
21 Olllir Expln". 
2a Olllir Explnl'. 
2. OU'IIt EXf.n .. _ 
30 Olhu Elpln" ... 
31 Oilier Expln". 
12 Olllor ExPlno"l. 
:13 Olh.r Exp.nlt_ 
34 7"(,,, 

" V£Noon NUMntn, 
, " 

(1) (l) (~) (S) (r.) 
Dlrcc~ 

Per Reclus- A~JuJl- AilJulle~ CUlt Dr 
Dooks rn'Drlon, menl! Durance Aline. 

, 

-

" " 

.' 

FYE ~I 
(1) (8) 

C,nlned Nnn-Corllne,1 & 
Nllrslnr Fne""r " N'un .. NutJluJ: File. 

Allllc. or Cnsls Alloc. f)r Cu~h~ 
", 

. 
, "" 
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ANNUAL COST REPORT - SCHEDULE D·2 ~ OTHER CARE RELATED COSTS 
VENDon NUMlIEn, 

(2) (J) (J) (5) . (&) (7) 
Dlrecl Ccrtlncd 

FVE 

Cure ",IUISI! 
Per ncchlu· A~Ju'I' ~~Ju.t,~ , COlt or Nutiln: FudJlly 

Dookl 

1 Aellvlll .. Sala" .. 
2 Soclll SeNfcu Salafill. 
J Olhlt S.I"lu. 
4 OIh.1 S.I"lu. 
6 OlhOl ~'I"iu. 
, SlIbllliur.sulallr:r . 
7 Employ .. B.nlnl. a.elluInellion 
a AellvWu SuppJlII . 
I . Seelll S.IVlcll Suppllu 

10 TraInIng & Education Expon .. 
11 Trav_1 Expense 
I~ OthOl Exp ..... 
II Olhlt Exp.n". 
14. Olhlt Exp.n .. . 
1 S OLb., Exp." .. .. 
U Other Exp.nu_ . 
17 Olhlt Exp,n .. . 
11 . Olhlt Exp.n .. . 
l' Other Expens,_ 
20 OIh.1 Eip.n.i. 
21 Olhlt Exp.n ... 
22 Oth.( Ezp.n .. _ . 
2J Olhlt Exp.n". 
2" Other Exp.nu .. 
25 OIh'1 Exp ..... 
lS Oth.r e:xp.nll 

·27 Olhlt £,p.n .. : 
2S OIhOl Exp.n ... · 
29 Oth.1 Exp.n .. . 

. JO Olh'l Exp.n .. . 
II Rlw Food 
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AN~tJAL COST REPORT •• SCHEDULE D·~ - OTHER OPERATING COSTS 
VEIIDon IIUMDEIl: 

(I) 

llli:!D.c: 
1 Ol.tary Sllarles 
2 olh.i S.larl". 
l 0111 .. S.I"I". 
4 Olh" S.I.rl". 
5 SllhllJlul.sIlIIl'/~z . 
, Employ" aln,nrs R,c'lc,lncatlon . 

'7 Clltary Consultant Fe .. 
I Clltary Supplies 
I Equlpm.nt Rantal 

10 Small Equlpmlnt i'ulch .... 
11 0111" Ol.ury Elp.n .. . 
12 Oth., Ol.ury Exp.n .. . 
Il 0111" Ol.ury Exp'.n .. . 

' 14 Oth., 0111.1)' Exp.n .. . 
IS 0111., DI.urY Elp.n .. . 
11 011111 Olll.ry E'pen .. . 
17 OO!tt Ol.bry Exptnu_ 
l' Oth., Olll.ry Exp.n .. . 
11 Olll~r Ol.t.ry Elp.n .. . 
20 l'vflJll>/~tl")· .£\7'~IIU 

I1 nH1lrk\·t'I!!jII'.$; Pin"! 0!1£r!'rTlIll 
. 21 Houukup'ng Sa'arl" 

22 PI.nt OPI(, & Millnt; Salar/ .. 
2l Othll S.I"I". 
24 0111 .. S./o"". 
2S Oth .. S.I"I". 
26 S"btUlltl:SuliJrlllz 
27 ' Employu B.nlflt. R.cllllltlcaUon 
21 Hou .. kuplng Suppll .. , , 
2' Plant Oplr, & Malnt, Suppllu 
lO' Equlpmlnt Rental . 
II Rlpalrs & Malntenance.Bulldlng 

(11 (J) (4) ($) , • (6) . (1)· 
1>Ire:" C.rtln.~ 
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ANNUAL 

. . 

32 Repairs & MlIritlnance.Equlp;"erit 
33 Repairs &. Malntenlnce.Orounds 
34 Sm,1I Equlpm.nt Purchases 

. 35 Gu , ' . 
JI EI.cltlclty 
37 WII., &. s.wlg. 
31 Garbage Plck.up 
3' ContrAct.d S. rvlces 
40 PlSt Conlrol.S.rvlclS 

·41 Prop.rty TnlS . 
42 In.urance.~rop.rty, PI.nt &. Equip. 
(3 CthOl Ilsk;. &. Planl Cp" 

,(( OthOl K,k;. &. Pla.nl Cp~ 
(I ClhOl K,k;.' Planl Cp .• 
(lOth" K,k;: &. Pla,;1 Cp" 
47 cth.r H,k;. & Planl Cp._ 
41, 'Other H,k;. &. Planl Cp •• 
(S Olher,Hlk;. & Planl Cp •• 
50 'Other H,kg.-' Planl Cp •• 

,51 Clher H.kg. 'Planl Cp .• 
52 'Other H.kg. &. Plant Cp •• 
53 'Other H.k;.' Pttnl Cp .• 
54 ether Hlkg. & Plant Cp •• 
II 'Other K.k;. &. Pla~1 Cp .• 
55 T(I~"lllulIsd~l!pJ"J: ,{ PlulIl Ol'~" 

.l.llJiJIJl!l: ' 
'17 uu~dry Slllrlos 
.sa Olh~' SJI.I,I.I_ 
19 Cthtf Sal"I .. ~ . 

60 Cthll Sal "I ... 
'1 Sllblll(ul..s'lillf/~s 

62 Employ .. BenelilS Reclaulncli/on 
Il Llundry Sup pillS ' 
U' Lln.n. & Bedding 

COST REPORT - SCHEDULE D·3 -OTHER OI'EHATING COSTS 
VENDOR NUMD.EII' . 

(2) (l) (~) (5) . ' (6) (7) 
Direct C.rtln." 
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ANNUAL 
~'LNCOfl. NAj\ltl 

(I) 

15 'laundry Contract.d SilVie .. 
II athOl uundry Exp.n". 
17 Oilier uundry Exp.n". ' 
sa Oth.r Laund'ty EIp.n ..... 
It ou.tr Laundty E:ptnft ... 
70 Dill., t.undry Exp.n ... 
71 Diller L.undry Exp.n". 
n Dill" L.undry Exp.n ... ' 
7~ Oilier uundry Expin". 

, 74 athOl L.undry Expin". 
75 Tutul Ln/i,,,lf)' £'f:ptJtu 

Admlnlltratl)'¢ ,So Gsnscn! 
71 Salarlll·ONlcl,. 
77 Sall/lu·Admlnlstrator 
71 Sallllu·Offie. ,Starf' 
79 Olh" SaI"',,., 
10 Oilier S""'''. 
11 Olh'r Salarln ... 
at S"Dlnfnl-J'II/4Jdll.l 
&J Manag.ment Fees 
U Hom. OffiCI Cost, 
U Board or OlrlCiors F ... 
II FICA 

. 87 Workm.n', Comp.nllrlon 
II Unamploymant Insurane. , 
as M.dlc.o.llnlur.ance 
'0 LIft Insu"n.. ' 
91 Ttl. phon I 
!2 Ou .. &. S'ubscrlpUon" 
U Ome. SuppJlu 
U Equlpmlrit Rlntal 
95 PrlnUng &. Postage 
II Ltgal FlO. 
97 AeeounUng Fe.s 

COST REPORT·· SCHEDULE D·3 - OTHER OPERATING COSTS 
V£NDOR NUMn£n, . 
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(2) , (l) (J) (5) (r.) (7) 

DlrC:CI Conln." 
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(I) 

!& Contracted ServIces 
II UUlluUoO Rovlow 

fOO Trav. , & 8lmln,,, 
101 AdVtnldng.Htlp Wtn'td 
102 Advonl.lng.O'hir 

ANNUAL 

.101 Sm,1I EquIpment Purchu .. 
104 Uconu. & Fu. 
105 In't'II' Exptnu.Non.C,pUal 
101 Olhll Exp.nlt. 
107 011111 Exp.nlt. 
lOS 011111 Exp.nlt. 
10. 0111" Exp.nlt. 
110 Oth.( Exp.nlt. 
11 f 011111 Exp.nlt. 
f 12 Olh., Exp.nu_ 
113 Olhll Exp.nlt. 
ff4 011111 Exp.nlt. 
115 Othll Exp.nlt. 
111 Othll Exp.nlt. 
117 Oth.( Exp.nlt. 
1" Oth.t EIptnu _ 
119 Othll Exp.nlt. 
.120 011111 Exp.nlt. 
121 011111 Exp.nlt. 
122 . Other Exp.n ..... 
121 Olhll Exp.nlt. 
124 011111 Exp.nlt. 
121 011111 Exp.nlt. 
12' Olh., E:rptn .. _ 
"7 Olhll Exp.nlt. 
,is 0111.( Exp.nst~ 
12. Olhll Exp.nlt~ 
130 HEALTH CARE PROVIDER TAX 
111 T lIllIl "llm/" • ..f G~ltl!lIIl £.\,,,. 

cos'r REPORT •• sCf'IEnuLE D·3 •• OTHER OPERATfNG COSTS 
VENDOR NUMBER: . 

(1) (J) (~) (5) (r.) (7) . OJrccr CcrflnccJ 
r(r Redlus" Adj"'" AdjuII.cd 0>.11.". Nurilnli l'i</IIll 

Dook. Incllilnn. nH~11I' Dnlul1cc Allllc. ,\lIncn. fir Cuxll ' 

. 
, . 

'. 

.. 

. . 

.. 

\ 

.' . 

. , 

J'"Ha.: .I 

~I I'Yf: . 
(~) (!lJ 

NlJn~Cenln""tI & '\III:mIJry 
Nlln.Nur.Jn~ ,,'uc. I JO'11Jrl.lJ.UluL'11 ..!l 
Alln('n. nf CIl!CIJ Fttcllh\' {)lIh' '" 0 

1tl . . ~ 

.... 
~ " 

~ 
3 

., .-1 

. ~ 
"E 
> 
0 
~ 

c.. c.. 
-< 

~r 
:;!o 

;:: 
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J\ 

t 

~ 

) co ~ I ..... \0 . 
;..0 00 '-
!.- Q) 
, ..c OJ: 
: ~ ~£NDOR NA~I£: 

(I) 

D. p" ollllon·Bull ~Ing 
2 ·Cepreclatron.Equlpmllnt· 
) Inl.,lIt Exp.ni •• Caplill R.lal.d 
4 R.nl 
, ~Ind lroprovlm.nts 
, LIII,hold Improvemlnts 
7 Amortlutlon or Stlrt.Up COSI, 
I , Olhtr C.pllal COli,. 

. t 9ther ClpUal Cenll. 
10 Oilltl C.pll>l CO'If. 
11 Olhll C.pllal Costl. 
12 Olhor c.pltll Coli •• 
l) Olhor C.pll.1 Cosl,. 
'14 Olhll Caplt.1 Cosl •• ' 
16,· Olher C'pllJl CO'll •• ' 
n .Olher Capital Cosll. 
17 OlherCapllJ1 Coall. 
11 Olh'l Capilli Cos If. ' 

, 11 Olhll C.pltll COllf. 
20 Plhll C.pltll Co.I •• 
21 Olhtt CapltaJ.CoJtI. 
22 Olhtr C.pll1l Cosls. 
23 Tuttll 

Grnm! Tol!!h 
24 Totll, or Soh.dul .. 0.1 through 0.:4 
21 Total 01 Soh.dul. 0·', Column 1 
21 TOIII' RouUn. CNF COlt 
21' Totlls Irom Sohadul. D.' 
21 T~laI COlt 

AN NtTAL COST REPORT - SCHEDULE D·" - CAPITAL COSTS 

VENDOR NU~ln£lt: 
' .. 

(2) (3) , (~) (5) • (r.) 
Direct rcr .Redeu- Adjust. Adjusted Co,t ar 

Dooles ·rOclldo", menU . Dlllftnc:e Arrnc~ . 

" , . 
" 

' " 

III III m I~l .. ((,1 

". 
'" '. '. 

, 
0 
0 , -I -
" ~ . ' ~y£ '" 

(7). (S) I') 
Q 

C.rtIned NDII-Ccrtin.d .!. AllcJllurr !ti 
Nunlu~ FA.lllly Non-Nur",,:; FAC! JIClI,,'tlll.Ulllcll W 
Alloen. fir Cosu . Allnen. of ellS'u FIlc:lUI\' 0,,1\' 

~, 
~ 

<b 
I ' H 

j ~ ~ 1;; jI.. 
'8' 
> 
2 
c. c. 

., <C 

m ' IHI ('1 

~i , 
'l" 

. , 

~ • 
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J\ 
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i) co Z , 
~ '" - 00 
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~ ..c (U 

~)lcon NA~I£: 
ANNUAL COST.REPORT --'SCI'IEOULE D-5 -- ~\NCILLARY cos'rs 

~ 

C 
X 

ll.l 0... 
(I) 

I'hnlrn[ Til l'CII!)). 

1 Phyticil Th","pl.! SIII,I ... 
2 Phy.lcal Thlrlplsl AUlnl., Sill.,11I 
3 Ph},.I.<&1 Thorapisl A/do. SIII,I .. 
~ Olhor S""I,,_ . 
& .. SllhtlJtflla,,';IIII1"~S 

S' Employ .. eentm. RI'ciinIncIUon 
7 Contrl,,"d Stevlc .. 
a EqulpmtnlO'lpreclaUon 
,. Olh" Ezp.ni.·,_ 

10 OlhOl E,pin ... _ 
11 Ho'pUII,a .. ed Indlrect'Anclllary 
12 Tuul( 

&IlJu: 
13,p,orl .. lonll Sall,l .. . 
1~ Olhll S,I"I,,_ 
1& SIl~tu'J/I .. rlJlnfl"l 
f 6 Employee aenem. R.clauInialion 
17 Suppll .. 
1! 'Equipment Depreelatlon 
1 i Olhor E'p.nlll. 
20 Ho.pU.,.B .... d.lndlroOi Ancillary 
21 1'111111 

. I ,,"ncoWry 
22 Prqf.nlonaJ Sitarlel 
2J onur S'I~rJn_ 
2,( . SuAttJllIl·,sultlfl,z 

25 Employ .. B.norll. Recl ... lrfeilion 
26 Suppll .. 
21 Equipment Depr.elallon 
21 OlMr Expeft.lI • . 
2. HOlpllll·B .. td Indlr.cl Ancllilry 
30 

.,' 

L 

VENDon NUMDtn, 

(2). (l) (~) (5) 

rer neel:.",- AdJO,I. .. AdJuded . 
, 

Donk, Ineurron. men!, nuhlnce 

. 

ISch. O~Lln e 2is. Col.' X Sch. F, Secllon B, Line 3, Col. ~l 

.. . . ' 

(Sch. 0-4 Lin. 24 Col. 9 X Sch. F Socllon B Line 4 Col.~, 

: ' .. , 
.. 

ISch. 0-4, Line 2~ Col.' X Sch. F Socllon B Line 6 Col. ~l 
I I I I 

rAGE I 

F\'£ 
Cr.), (7) C") , 

CN. 
DIrect (mUred (udlrec' 
Cnsl, COli ,- Cluf, 

~f 
, 

. 
. 

.. 

.. 



ANNUAL COST REI'ORT -: SCHEDULE D·S·· ANCILI.ARY COSTS 
VEl/DOn I/UMDEnl 

(I) 

Q sWl·nIBl·wlc!!wP· D;rO!!1r 
~, Ruplracory Therapl.t S,al.arles 
32 Ruplfllory Therapl.1 Aul.lanl Saf 
33 Rtlplralory 'Thlraplsl AldIS Salarl .. 
3~ OlhOl S.I"III. 
15 S/l!(Dtl,l..sulll,/~J 

36 Employ ... aen,nt. Recl.uWeal/on ' 
37 SUppliOl 
34 Equlpmlnl D'prlcl',lon 
39 Olh., Exptnlu .. 
40 OlhOl Exp';IIII. 
~1 HospltJl.aased Indlrecl Ancillary 
~2 

Sl!.wl! 
4~ Profuslonal Salarlu 
.(4 Other SolIlults .. 

TUlnl 

.cS Sllh'"/III.slJ/lJtJ~s 

41 Employ •• B.nlnll Rlclasslflcatlon 
47 Equlpm.nl D.proolol/on 
.44 Olhlt Exptnsu_ 
4' 'Olhu ElpOft~ .... 
10 Hospltal.auld Indlrlet Ancillary 
'S1 1il/lI! 

Qtlw: " 
12 Profu.lona'I 'S.I.rlos ' 
63 Olh., S"J(Ie.~ 
$4 SlIhlllllll·Sllltlf/..·Z 

,15 Em'ploy" B.nlrIlI Rlel.ulflcal/on 
II Equlpm.nt O'pltelal/on 
17 Olh., Exp.n .... ' 
14 OlhorExp.ti .. ,. 
It Ho.pItAI.Bas.d Indlreo, Ancillary 
SO T4Jilll 

" 

I 

,(l) (l) (4) , (5) . 
Per nc:c:lnu- A"j,ul. A"jll"c~ 

Oonter Inenlionr . menU DuTul1cc 

. 

.. 

(Soh. 0-4 Llno 24 Col. 9 X Seh. F Soctlon a, Lin. 6 Col.~) 

, , 

(Seh.O-4 Llno 2~ Col. 9 X Seh. F, Seclion 8, Llno 7, Col. 4) .., 

" 

(Seh.O-4 Lln.24 Col. 8 X Seh. F SOCI/OIl fl, Lin.' Col. 4) 

I I I I 

roVE . . 
(0) (7) , CO) ~! 

CNF 
I OIrccl Indltcd 'mUred 

C"srr Com ,ellS'I, 

; 



" J 

ANNuAL COST REPORT - SCI-IEDUl.E D-5:'" ANCfLLARY COSTS 
'VENOOR NUMBERI 

(I) . 

.l1.olU 
51 Pharmlellt S.'ar'es 
52 Othtr S"'''''_ 
U SlIbtulnl-StI/tules 
64· Employ .. Slnln .. Recl.ulncaUon 
56 Drug. 
55 Equlpmlnt Doprecl.Uo" · 
·67. Othtr fxplnlll_ 
II 01/111 fxp.~ ... _ 
U OUiIt Exp.n.lI_ 
70 . Other Exp.n.,,_ 
71 ·Hosplt".Su.d Indlract Anell/,!), 
72' reM 

(1) 

Per 
Book. 

I 

(J) (~) . (5) .. 

RcehlSS- AdJu.t. AdJulted 
m"Uonl menU . Balance· 

.. 

(Sch. 004 ~I"a 24 Col.' X seh. F S.cllo" B ~In. 9 Col. '1 
I I ' I ~ 

FYE 
(6) (7) 

,Dlrecl indlrecl 
enSIJ ' Costs 

. . 

. 

. 

rAGEJ 

(8) 

~NF 
Jndlr&:cl 
. ensf, 

o 
o , -, 

= 

-0 ., 
> 
8 
c.. c.. 

<C 

..,. '" 01 01 0
-, -0 ' o 0) \0 
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V('WOR N ...... " £: , 

U ne: 
I 
2 
l 
4 
5 , 
7 
I 
9 

10 
11 
11 
13 
14 
15 

I 

• , 
7 
a 
1 
0 
I 

l' 
11 
11 
IS 
10 
2 
U 
2l 
1 
15 
·1 
1 
1 
1 
3 
3 
3 
3 
3 

2 
3 
4 

3S 
3' 
37 
3S 

39 
4Q 
41 
41 
41 
« 
4S 
4G 
47 
« 
45 
so 
51 
52 
53 
54 
SS 

. 5' 
57 
sa 
59 

'0 
" 

-

--

(\) 

E :t ll l:u 1:J,cinct 

. 

. 

TN# QQ:Q.4 
Supersedes 

SCHEDULE 0 -6 . 
RECL\SSIFICA TIONS OF EXPENSES 

(1) (31 

( tlcruse DccC"C1.<C 
Amou n,( A m.oun( 

-

.. 

.-

To(.n 

fl , Approved p;tH) I J ~oO l 

rYE 

(') 

Attachment 14.90 
Exhi bit B '" 
Page 86-Q 

Cos( Ccn(C(' A«C(.(cd 
(Schwuk & Uno' ACl"ected) 

(,,"- OH) 

-

. ' 

, 

-

.. 

. -

-
Elf. Date 1-1 -00 



( 
(11 

SCHEj)ULE 0-7 
AOJUST1\lEi'rrS TO EXPENSES 

VE~OORNUMOER: 

(11 {l) 
.. 800(1(" 

Ad icu:((ttea.( 

fYE 

. (~) . 
SdL& 

Unc • Affected 

· ~~ -'Ul1""ll 

Exhibit B 
Page 86-R 

!:fu.s f.:lrl:ln:a(!<ln (A).dUl Amooa( (e. .. OJ.\J 

uodcy &. U~~O 1 La 
2 ·Em 
3 G 
4 G 

ployee &. Guest Muls 
. iCt, Aower &. Cotf« Snop 
ants. Gifts" klcome Designated 
by the dO(lO( (or a sp«ttic pUfPOse. 
u .uty &. Ba~(' Shop -
cess OwnefS Com~nsadon 

5 B 
6 Ex 
7 T 
I R 

<I<phon. Serv.{l'ay Se",. Excluded) .. 
adio & Television ServiCe 

9 V ending M~chl(\e Commtsston 
10 S ale a( Drugs to otheqhan Patients 
11 S lie of Medical &"·Sucgia( Suppltes, 

12 
13 
U 
15 
.16 
17 
18 

" 10 

to othe:r Un.." Patients 
Sale o('~ediat Record" .Abstncts 
5.1. of ScnP. Wast .. Etc. 
Rental of Qy.trtcrs to Emp. &.. Others 
Rental of Facility Space 
TRde,. Qty, ""~e & Other Discounts 
Rebates &. ReCunds of Expenses 
Interest No( Allowed 
Recol(ecy.o( Insurc-<i loss 
Oepreciation . 

. 
. 

11 
·12 
Z3 
24 
Z5 

. Z6 

Gain or Loss on Oisposition o( Assets 

~7 
·ZI 
Z9 
.30 
31 
3Z 
33 
34 

'5 
36 
U 
31 
~, 

40 
.41 

4Z 
43 

« 
45 
46 
47 
44 
4' 

. SO 
51 
5Z 
.53 

. 

TotJ 

"(AI COST (UIR£VENU£ 

. 

. 

. ~·/~ It. U.u&«SSl"(f ~f(dm ~fI{a<.-.t." It.lUA«.s:t..ar 
~f ~ ~HJ Odd is ~ k Jju.st<.J Uc ~"AJmUcUtr.tiOk! 4( 

TN# 00-04 
Supersedes 

Approved AlII) 1 () 200 I 

-

. . 

.. 

.. 

Eff. Date 1-1-00 
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ANNUAL COST REPORT -SCI-mDULE E - ANCILLARY SETILEMENT 
VE/IDOR /lUMlltRt 

, Physlcll Thlrap'y 
2 ·X.Ray 

. ~ Laboratory 
4 OxyglnlRuplralory Thlrapy 
6 Spllch 
I Olhlr 
1 Drugs 
S . • TeM 

MedIcaId Servf'&$ u;, oory 
TE//TA TIVE Al/CILWY 
ANCl1.l.MY !£ITLEMNT 

o 0 

DIrect MedICAId Medlcold . ~I 



\ 

( 

V£.~UOR 1(,U1E: 

SCHEDULE F 
ALLOCATION STATISTICS 

VENDOR NUMOER: 

ITO . 

DAYS 

A. NURSING SALAIUES 

o . 

I. CERTIFIED NURSING fAOUTY _ ___ _ _ 
LOTIIER _ ____ ___ _____ _ 

l. CERT. NURSING fAC PERCElfTAGE--'-___ _ 
AU.OCATION MQlIOD: 
rATIE.'ITDAVS 0 
OIRECTCOSTO 

. VAUD TlMESTUOYO 
DIRECT 1I0URS 0 

OTHER ArrROVED METttOO 

SOUARE fOOTAGE til (I) (ll 

FYE 

MOXTllS 

m 

Exhibit B 
Page 86-T 

so. FT. PERCENT 1I0SrrTAI.· DASED 
L CERT.I(URSING fAOUTY 
l. OTHER .. 
l . P{(VSlCAL TIIER.-U'V ' 
.(, X-RAY' 
So UDORATORY' . . .. 
"OX\'G£.'ltRESr. TllE"RArY ' . . 
7.51'££01' 
~oniER ' 
'.DRUCS' 
la. TOTAL .. 

C DIETARY . (11 (1) 

MEALS PERCElIT 
L CERT.I(URSII(G fAOl.rtY 
LALL.OTIIER 
1. TOTAl. 

ALLOCATION MQlIOD: 
M£.ALCOUNT;ri . .3' INri. TIENT DA vs:n 

o . ANOLLARY CtlARGES 

I. PIIVSICAL THERAPY 
LX·RAY 
3. LABORATORY· 
.(, OXVGENlRESP. TIIERArY 
S.SP£ECU . 
'-OnIER 
7.DRUCS 
.. TOTAL 

I. UCENSED 8EDS AT 
BECINNING Of PEIUOD 

!-IC£NS£D OEDS·AT 
• [/(0 Of P£IUOD 
OED BA VS AVAI.LAaLE 
TOTAL rATIE.'fT DA VS 
%OCOlPANCY 
\(/,W rA TIElIT D~ VS 

F ADDmOIlALSTATISTICS 

(11 (1) 

TOTAL ~F 

I. DIRECT ROUTINE NURSING ItOIlRS. CERnnED 
NURSING FAOUTY ONLY 

L TOTAL DIRECT DIETARY {(OURS 
1; TOTAL DIRECT 1I0USEK£ErING ((OURS 

SO. FT. 
:t!~~~itr::~i:1;~~'!I.f 

(I) 
~FY, 

·CARE 

m# 00-04 
Supersedes 
m# 96-\0 

Approved AUG i 0 2001 

I'ERCEI.:T 
:f:~~r~::t.:~:-~~~·. 

· (~l (S) 

MEDICAID MEDICAID % 

. ~)t~~t~ 
. 

Eff. Date \-\-00 



. . 

OISCLOSlJRE SECTION 

VEo'WOR /lAME: 

VErlDORI(u~IBER:. 

k STATtMEIfT OfORG .... 'HUTIOIlS CONTRACTED WITII 

IIAME TIPE Of BUSINESS 

' . . 

. 

U: PROTESTED AMOUNTS (l(OIl-N.l.OWABLE COST REP.ORT lTUlS) 

ITEM 

TN# 00·04 
Supersedes 
TN# 96·\0 

AMOUNT 

. . 
. '. , ~ 

.: . 

Approved AU G 1 0 Z001 

fYE 

tXllIblt B 
Page 86-U 

DATE Of COIIlllKT 

SCHEDULE ..... ' 10 UIIE 

Eff. Date ·\·\ ·00 


