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Sec. 29. EFFECTIVE DATES. 
Sections 1, 10, 11, and 14 are eifective for dates of injury on or after October 1, 

2000. Section? Egefielctiw/—e Qfiitten notic§()fW1iIT1sfieg_al§3rw/fies that weE 
filed on or after_A-ugust 1, 20%. Sections 16, 17,;1d 18 aregfective for datesginjury 
dd6fafter~th?day folldvviiifinal enactrgnrfiigiciri-s33‘ to 28 are—$Ee_the gy 
Elldwingfifial ~eEactment. 

—- — _ _ __ 1”.‘- 
Presented to the governor April 25, 2000 

Signed by the governor April 27, 2000, 11:42 a.m. 

CHAPTER 448——-S.F.No. 2385 

VETOED 

CHAPTER 449——H.F.No. 3020 
An act relating to human services; modifying provisions in long-term care; amending 

Minnesota Statutes 1998, sections 256B.4I1, subdivision 2; and 256B.43], subdivisions 1, 3a, 10, 
I6, 18, 21, 22, and 25; Minnesota Statutes 1999 Supplement, sections 256B.0913, subdivision 5; 
256B.431, subdivisions I7 and 26; and 256B.434, subdivisions 3 and 4; repealing Minnesota 
Statutes 1998, sections 256B.03, subdivision 2; 256B.431, subdivisions 2, 2a, Zfi 2h, 2m, 2p, 2q, 
3, 3b, 3d, 3h, 3]’, 4, 5, 7, 8, 9, 9a, 12, and 24; 256B.48, subdivision 9; 256B.50, subdivision 3; and 
256B.74, subdivision 3. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE, OF MINNESOTA: 
Section 1. Minnesota Statutes 1999 Supplement, section 256B.0913, subdivision 

5, is amended to read: 
Subd. 5. SERVICES COVERED UNDER ALTERNATIVE CARE. (a) Alter- 

native care funding may be used for payment of costs of: 
(1) adult foster care; 

(2) adult day care; 

(3) home health aide; 
(4) homemaker services; 
(5) personal care; 

(6) case management; 

(7) respite care; 

New language is indicated by underline, deletions by stfileeeut:
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' 

alternative to hospital care, nursing home care, or home visits; and 

county agency, subject to the provisions of paragraph (In). Total annual payments for 
other services for all clients within a county may not exceed either ten percent of that 
county’s annual alternative care program base allocation or $5,000, whichever is 
greater. In no case shall this amount exceed the county’s total annual alternative care 
program base- allocation. 

not supplant services available through other public assistance or services programs. 

shall be the same as the service standards defined in the elderly waiver. Except for the 
county agencies’ approval of direct cash payments to clients, persons or agencies must 
be employed by or under a contract with the county agency or the public health nursing 
agency of the local board of health in order to receive funding under the alternative 
care program. ~ 

shall not include room and board. The adult foster care daily rate shall be negotiated 
between the county agency and the foster care provider. The rate established under this 
section shall not exceed 75 percent of the state average monthly nursing home payment 
for the case mix classification to which the individual receiving foster care is assigned, 
and it must allow for other alternative care services to be authorized by the case 
manager. 

organization. A county agency may contract with a relative of the client to provide 
personal care services, but must ensure nursing supervision. Covered personal care 
services defined in section 256B.0627, subdivision 4, must meet applicable standards 
in Minnesota Rules, part 9505.0335. 

(8) assisted living; 

(9) residential care services; 

(10) care-related supplies and equipment; ' 

(11) meals delivered to the home; 

(12) transportation; 

(13) skilled nursing; 

(14) chore services; 

(15) companion services; 

(16) nutrition services; 

(17) training for direct informal caregivers; 

(18) telemedicine devices to monitor recipients in their own homes as an 

(19) other services including direct cash payments to clients, approvedby the 

(b) The county agency must ensure that the funds are used only to supplement and 

(c) Unless specified in statute, the service standards for alternative care services 

(d) The adult foster care rate shall be considered a difliculty of care payment and 

(e) Personal care services may be provided by a personal care provider 

New language is indicated by underline, deletions by saikeeut:
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(f) A county may use alternative care funds to purchase medical supplies and 
equipment without prior approval from the commissioner when: (1) there is no other 
funding source; (2) the supplies and equipment are specified in the individua1’s care 
plan as medically necessary to enable the individual to remain in the community 
according to the criteria in Minnesota Rules, part 9505.02l0, item A; and (3) the 
supplies and equipment represent an effective and appropriate use of alternative care 
funds. A county may use alternative care funds to purchase supplies and equipment 
from a non-Medicaid certified vendor if the cost for the items is less than that of a 
Medicaid vendor. A county is not required to contract with a provider of supplies and 
equipment if the monthly cost of the supplies and equipment is less than $250. 

(g) For purposes of this section, residential care services are services which are 
provided to individuals living in residential care homes. Residential care homes are 
currently licensed as board and lodging establishments and are registered with the 
department of health as providing special services. Residential care services are 
defined as “supportive services” and “hea1th—related services.” “Supportive services” 
means the provision of up to 24-hour supervision and oversight. Supportive services 
includes: (1) transportation, when provided by the residential care center only; (2) 
socialization, when socialization is part of the plan of care, has specific goals and 
outcomes established, and is not diversional or recreational in nature; (3) assisting 
clients in setting up meetings and appointments; (4) assisting clients in setting up 
medical and social services; (5) providing assistance with personal laundry, such as 
carrying the client’s laundry to the laundry room. Assistance witl1 personal laundry 
does not include any laundry, such as bed linen, that is included in the room and board 
rate. Health—related services are limited to minimal assistance with dressing, grooming, 
and bathing and providing reminders to residents to take medications that are 
self-administered or providing storage for medications, if requested. Individuals 
receiving residential care services cannot receive both personal care ser—v-iees and 
residential care homemaking services. 

(h) For the purposes of this section, “assisted living” refers to supportive services 
provided by a single vendor to clients who reside in the same apartment building of 
three or more units which are not subject to registration under chapter 144D. Assisted 
living services are defined as up to 24-hour supervision, and oversight, supportive 
services as defined in clause (1), individualized home care aide tasks as defined in 
clause (2), and individualized home management tasks as defined in clause (3) 
provided to residents of a residential center living in their units or apartments with a 
full kitchen and bathroom. A full kitchen includes a stove, oven, refrigerator, food 
preparation counter space, and a kitchen utensil storage compartment. Assisted living 
services must be provided by the management of the residential center or by providers 
under contract with the management or with the county. 

(1) Supportive services include: 

(i) socialization, when socialization is part of the plan of care, has specific goals 
and outcomes established, and is not diversional or recreational in nature; 

(ii) assisting clients in setting up meetings and appointments; and 
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(iii) providing transportation, when provided by the residential center only. 
Individuals receiving assisted living services will not receive both assisted living 

services and homernaking er personal care services. Individualized means services are 
chosen and designed specifically for each resident’s needs, rather than provided or 
offered to all residents regardless of their illnesses, disabilities, or physical conditions. 

(2) Home care aide tasks means: 
(i) preparing modified diets, such as diabetic or low sodium diets; 

(ii) reminding residents to take regularly scheduled medications or to perfonn 
exercises; 

(iii) household. chores in the presence of technically sophisticated medical 
equipment or episodes of acute illness or infectious disease; 

(iv) household chores when the resident’s care requires the prevention of exposure 
to infectious disease or containment of infectious disease; and 

(V) assisting with dressing, oral hygiene, hair care, grooming, and bathing, if the 
resident is ambulatory, and if the resident has no serious acute illness or infectious 
disease. Oral hygiene means care of teeth, gums, and oral prosthetic devices. 

(3) Home management tasks means: 
(i) housekeeping; 

(ii) laundry; 

(iii) preparation of regular snacks and meals; and
' 

(iv) shopping. 

Assisted living services as defined in this section shall not be authorized in 
boarding and lodging establishments licensed according to sections 157.011 and 
157.15 to 157.22. 

(i) For establishments registered under chapter 144D, assisted living services 
under this section means the services described and licensed under section 144A.4605. 

(1') For the purposes of this section, reimbursement for assisted living services and 
residential care services shall be a monthly rate negotiated and authorized by the 
county agency based on an individualized service plan for each resident. The rate shall 
not exceed the nonfederal share of the greater of either the statewide or any of the 
geographic groups’ weighted average monthly medical assistance nursing facility 

payment rate of the case mix resident class to which the 180-day eligible client would 
be assigned under Minnesota Rules, parts 9549.0050 to 9549.0059, unless the services 
are provided by a home care provider licensed by the department of health and are 
provided in a building that is registered as a housing with services establishment under 
chapter 144D and that provides 24-hour supervision. 

(k) For purposes of this section, companion services are defined as nonmedical 
care, supervision and oversight, provided to a functionally impaired adult. Companions 

New language is indicated by underline, deletions by serikeeut-.
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may assist the individual with such tasks as meal preparation, laundry and shopping, 
but do not perform these activities as discrete services. The provision of companion 
services does not entail hands-on medical care. Providers may also perform light 
housekeeping tasks which are incidental to the care and supervision of the recipient. 
This service must be approved by the case manager as part of the care plan. Companion 
services must be provided by individuals or organizations who are under contract with 
the local agency to provide the service. Any person related to the waiver recipient by 
blood, marriage or adoption cannot be reimbursed under this service. Persons 
providing companion services will be monitored) by the case manager. 

(1) For purposes of this section, training for direct informal caregivers is defined 
as a classroom or home course of instruction which may include: transfer and lifting 
skills, nutrition, personal and physical cares, home safety in a home environment, 
stress reduction and management, behavioral management, long-term care decision 
making, care coordination and family dynamics. The training is provided to an 
informal unpaid caregiver of a 180-day eligible client which enables the caregiver to 
deliver care in a home ‘setting with high levels of quality. The training must be 
approved by the case manager as part of the individual care plan. Individuals, agencies, 
and educational facilities which provide caregiver training and education will be 
monitored by the case manager. 

(In) A county agency may make payment from their alternative care program 
allocation for other services provided to an alternative care program recipient if those 
services prevent, shorten, or delay institutionalization. These services may include 
direct cash payments to the recipient for the purpose of purchasing the recipient’s 
services. The following provisions apply to payments under this paragraph: 

(1) a cash payment to a client under this provision cannot exceed 80' percent of the 
monthly payment limit for that client as specified in subdivision 4, paragraph (a), 
clause (7); 

(2) a county may not approve any cash payment for a client who has been assessed 
as having a dependency in orientation, unless the client has an authorized representa- 
tive under section 256.476, subdivision 2, paragraph (g), or fora client who is 
concurrently receiving adult foster care, residential care, or assisted living services; 

(3) any service approved under this section must be a service which meets the 
purpose and goals of the program as listed in subdivision 1; 

(4) cash payments must also meet the criteria of and are governed by the 
procedures and liability protection established in section 256.476, subdivision 4, 
paragraph pfixgraphs (b) through (_h), and recipients of cash grants must meet the 
requirements in section 256.476, subdivision 10; and 

(5) the county shall report client outcomes, services, and costs under.this 
paragraph in a manner prescribed by the commissioner. 

Upon implementation of direct cash payments to clients under this section, any person 
determined eligible for the alternative care program who chooses a cash payment

I 
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approved by the county agency shall receive the cash payment under this section and 
not under section 256.476 unless the person was receiving a consumer support grant 
under section 256.476 before implementation of direct cash payments under this 
section. 

V 

Sec. 2. Minnesota Statutes 1998, section 256B.4l1, subdivision 2, is amended to 
read: 

Subd. 2. REQUIREMENTS. No medical assistance payments shall be made to 
any nursing facility unless the nursing facility is certified to participate in the medical 
assistance program under title XIX of the federal Social Security Act and has in effect 
a provider agreement with the commissioner meeting the requirements of state and 
federal statutes and rules. No medical assistance payments shall be made to any 
nursing facility unless the nursing facility complies with all requirements of Minnesota 
Statutes including, but not limited to, this chapter and rules adopted under it that 

govern participation in the program. This section applies whether the nursing facility 
participates fully in the medical assistance program or is withdrawing from the medical 
assistance program. No future payments may be made to any nursing facility which has 
withdrawn or is withdrawing from the medical assistance program except as provided 
in section 256B.48, subdivision lag provided; hewever; that, or federal l_a& Payments 
may also be made under a court order entered on or before Tune 7, 1985, unless the 
court order is reversed on appeal. 

Sec. 3. Minnesota Statutes 1998, section 256B.431, subdivision 1, is amended to 
read: 

Subdivision 1. IN GENERAL. The commissioner shall determi_ne prospective 
payment rates for. resident care costs. in determining the rates; the eeinmissiener shall 
gm“? . ET. i. terfififlflevelsefeawafid 1.] . 

until July 4-, -198% For rates established on or after July 1, 1985, the commissioner shall 
develop procedures for determining ‘operating cost payment rates that take into account 
the mix of resident needs, geographic location, and other factors as determined by the 
commissioner. The commissioner shall consider whether the fact that a facility is 

attached to a hospital or has an average length of stay of 180 days or less should be 
taken into account in determining rates. The commissioner shall consider the use of the 
standard metropolitan statistical areas when developing groups by geographic location. 

rategmeeennmmienershaugreupafleenvaleseanmdnuisingeawunimatmehedw 
hespitalsinmenegmupfoipurpesesefdeteminfingrambamememiereperafing 
eest&9nerbefewJune4§;i98%theemnn%ssienershmimaflméeesweaehnuising 

-£aéhsye£sheiaesmbeefieefivefiemJuiyiefthatyearmJune30ofthe£9Hemdag 
year: In subsequent years; The commissioner shall provide notice to each nursing 
facility on or before May 1 of the rates elfective for the following rate year: if a statute 
emeteéafieiMayiafieemtheiate&ihe%nnmssienershaHpmvidearevisedaefiee 
to eaeh nursing faeiiity as seen as possible except that if legislation is pending on May 
1 that may affect rates for nursing facilities, the co~m_missioner shal1_set the rate_s after 
_gfig_ifiti?)hi—_s c§1a_<:teTi_a£l provide noticeT_oE facility a_s_@—a_sRs$e.:

\ 
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$heeemnfissionershaHestabHsh;bymle,liHntaQensoneempensa&enreeeg- 
nizediathehiswAealbasefertopmanagementpersomeLFormteyeambegmning 
Julyl7l98§;theeemmissienershaHnotprevlde;byrule;limitatiensentep 
management personnel: Compensation for top management personnel shall continue to 
be categorized as a general and administrative cost and is subject to any limits imposed 
on that cost category. fllhe shall also establish; by rule, en 
aHewabknursmgheum£ereaehlwele£eaw£erthemwyearsbeginningJuly£l983 
andJulyl7l98$FertherawyearbeginniH§J9}Y47l98%nummg£aefliéesmwhieh 
the missing heursexeeeded 5579 hours per day for skilled nursing eareer 2.—3 hours per 
day£e£mteHnediateea£e£erthemporéngyeMendingmSepwmbe¥30;l983;shaH 
beHmited_toamadmume£3r2heum.perdayferdéllednussingeareand%6hours 
per day for intermediate ease: 

Sec. 4. Minnesota Statutes 1998, section 256B .431, subdivision 3a, is amended to 
read: 

Subd. Ba. PROPERTY-RELATED COSTS AFTER JULY 1, 1985. (a) For rate 
years beginning on or after July 1, 1985, the commissioner, by permanent rule, shall 
reimburse nursing facility providers that are vendors in the medical assistance program 
for the rental use of real estate and depreciable equipment. “Real estate” means land 
improvements, buildings, and attached fixtures used directly for resident care. 
“Depreciab1e equipment” means the standard movable resident care equipment and 
support service equipment generally used in long—term care facilities. 

(b) In developing the method for determining payment rates for the rental use of 
nursing facilities, the commissioner shall consider factors designed to: 

(l) simplify the administrative procedures forudetermining payment rates for 
property-related costs; 

(2) minimize discretionary or appealable decisions; 

(3) eliminate any incentives to sell nursing facilities; 

(4) recognize legitimate costs of preserving and replacing property; 

(5) recognize the existing costs of outstanding indebtedness allowableunder the 
statutes and rules in effect on May 1, 1983; 

(6) address the current value of, if used directly for patient care, land improve- 
ments, buildings, attached fixtures, and equipment; 

(7) establish an investment per bed limitation; 

(8) reward eflicient management of capital assets; 

(9) provide equitable treatment of facilities; 

(10) consider a variable rate; and 

(11) phase-in implementation of the rental reimbursement method. 
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€e)NelaterthmJanamy1;l984;theeenanissienershallwpeHwthelegiQamre 
enanyfimheraefienneeessmyerdeskablemerdertehnplememthepurpesesand 

(cl-) Q For rate years beginning on or after July 1, 1987, a nursing facility which 
has reduced licensed bed capacity after January 1, 1986, shall be allowed to: 

‘(l) aggregate the applicable investment per bed limits based on the number of 
beds licensed prior to the reduction; and 

(2) establish capacity days for each rate year following the licensure reduction 
based on the number of beds" licensed on the previous April 1 if the commissioner is 
notified of the change by April 4. The notification must include a copy of the 
delicensure request that has been submitted to the commissioner of health. 

whesefinalprepeHy+elateépaymentmteistherentalrateshfll%mmuemhave#s 
prepe&y4ehtedpaymemrmesesmHishedbasedentherentflreimbumememmethe¢ 

€f—) (d): For rate years beginning on or after July 1, 1989, the interest expense that 
results fr—o—m a refinancing of a nursing facility’s demand call loan, when the loan that 
must be refinanced was ‘incurred before May 22, 1983, is an allowable interest expense 
if: 

(1) the demand call loan or any part of it was in the form of a loan that was 
callable at the demand of the lender; 

1(2) the demand call loan or any part of it was called by the lender through no fault 
of the nursing facility; 

(3) the demand call loan or any part of it was made by a government agency 
operating under a statutory or regulatory loan program; 

(4) the refinanced debt does not exceed the sum of the allowable remaining 
balance of the demand call loan at the time of payment on the demand call loan and 
refinancing costs; 

(5) the term of the refinanced debt does not exceed the remaining term of the 
demand call loan, had the debt not been subject to an on—call payment demand; and 

(6) the refinanced debt is not a debt between related organizations as defined in 
Minnesota Rules, part 9549.0020\, subpart 38. 

Sec. 5.'Minnesota Statutes 1998, section 256B .431, subdivision 10, is amended to 
read: 

Subd. 10. PROPERTY RATE. ADJUSTMENTS AND CONSTRUCTION 
PROJECTS. A nursing faci1ity’s request for a property-related payment rate adjust- 
ment and the related supporting documentation of project construction cost informa- 
tion must be submitted to the commissioner within 60 days after the construction 
project’s completion date to be considered eligible for a property-related payment rate 
adjustment. Construction projects with completion dates within one year of the 
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completion date associated with the property rate adjustment request and phased 
projects with project completion dates within three years of the last phase of the phased 
project must be aggregated for purposes of the minimum thresholds in subdivisions 16 
and 17 , and the maximum threshold in section l44A.O7l, subdivision 2. “Construction 
project;” and “project construction costs,” and fiphased prejeetfl have the meanings 
given then‘ in Minnesota Rules; part 46§§.—1—1—l0 Statutes, section 
144A.071, subdivision E. 

Sec. 6. Minnesota Statutes 1998, section 256B .431, subdivision 16, is amended to 
read:

' 

Subd. 16. MAJOR ADDITIONS AND REPLACEMENTS; EQUITY INCEN- 
TIVE. For rate years beginning after June 30, 1993, if a nursing facility acquires 
capital assets in connection with a project approved under the moratorium exception 
process in section 144A.O73 or in connection with an addition to or replacement of 
buildings, attached fixtures, or land improvements for which the total historical cost of 
those capital asset additions exceeds the lesser of $150,000 or ten percent of the most 
recent appraised value, the nursing facility shall be eligible for an equity incentive 
payment rate as in paragraphs (a) to (d). This computation is separate from the 
determination of the nursing facility’s rental rate. An equity incentive payment rate as 
computed under this subdivision is limited to one in a 12-month period. 

(a) An eligible nursing facility shall receive an equity incentive payment rate 
equal to the allowable historical cost of the capital asset acquired, minus the allowable 
debtdirectly identified to that capital asset, multiplied by the equity incentive factor as 
described in paragraphs (b) and (c), and divided by the nursing facility’s occupancy 
factor under subdivision 3f, paragraph (c). This amount shall be added to the nursing 
facility’s total payment rate and shall be effective the same day as the incremental 
increase in paragraph (d) or subdivision 17. The allowable historical cost of the capital 
assets and the allowable debt shall be determined as provided in Minnesota Rules, parts 
9549.0010 to 9549.0080, and this section. 

(b) The equity incentive factor shall be determined under clauses (1) to (4): 
(1) divide the initial allowable debt in paragraph (a) by the initial historical cost 

of the capital asset additions referred to in paragraph (a), then cube the quotient, 

(2) subtract the amount calculated in clause (1) from the number ‘one, 

(3) determine the difference between the rental factor and the lesser of two 
percentage points above the posted yield for standard conventional fixed rate 
mortgages of the Federal Home Loan Mortgage Corporation as published in the Wall 
Street Journal and in effect on the first day of the month the debt or cost is incurred, 
or 16 percent, 

(4) multiply the amount calculated in clause (2) by the amount calculated in 
clause (3). 

(c) The equity incentive payment rate shall be limited to the term of the allowable 
debt in paragraph (a), not greater than 20 years nor less than ten years. If no debt is 
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incurred in acquiring the capital asset, the equity incentive payment rate shall be paid 
for ten years. The sale of a nursing facility under-subdivision 14 shall terminate 
application of the equity incentive payment rate efiective on the date provided in 
subdivision 4 14, paragraph (f), for the sale. ~ 

(d) A nursing facility with an addition to or a renovation of its buildings, attached 
fixtures, or land improvements meeting the criteria in this subdivision and not 
receiving the property-related payment rate adjustment in subdivision 17, shall receive 
the incremental increase in the nursing facility’s rental rate as determined under 
Minnesota Rules, parts 9549,0010 to 9549.0080, and this section. The incremental 
increase shall be added to the nursing facility’s .property—related payment rate. The 
effective date of this incremental increase shall be the flrst day of the month following 
the month in which the addition or replacement is completed. 

Sec. 7. Minnesota Statutes 1999 Supplement, ‘section 256B.43l, subdivision 17, 
is amended to read: - 

Subd. 17. SPECIAL PROVISIONS FOR MORATORIUM EXCEPTIONS. 
(a) Notwithstanding Minnesota Rules, part 9549.0060, subpart 3, for rate periods 
beginning on October 1, 1992, and for rate years beginning after June 30, 1993, a 
nursing facility that (1) has completed a construction project approved under section 
l44A.O7l, subdivision 4a, clause (In); (2) has completed a construction project 
approved under section l44A.O7l, subdivision 4a, and effective after June 30, 1995; or 
(3) has completed a renovation, replacement, or upgrading project approved under the 
moratorium exception process in section 144A.073 shall be reimbursed for costs 
directly identified to that project as provided in subdivision 16 and this subdivision. 

(b) Notwithstanding Minnesota Rules, part 9549,0060, subparts 5, item A, 
subitems (1) and (3), and 7, item D, allowable interest expense on debt shall include: 

(1) interest expense on debt related to the cost of purchasing or replacing 
depreciable equipment, excluding vehicles, not to exceed six percent of the total 
historical cost of the project; and 

(2) interest expense on debt related to financing or refinancing costs, including 
costs related to points, loan origination fees, financing charges, legal fees, and title 
searches; and issuance costs including bond discounts, bond counsel, underwriter’s 
counsel, corporate counsel, printing, and financial forecasts. Allowable debt related to 
items in this clause shall not exceed seven percent of the total historical cost of the 
project. To the extent these costs are financed, the straight-line amortization of the costs 
in this clause is not an allowable cost; and 

(3) interest on debt incurred for the establishment of a debt reserve fund, net of - 

the interest earned on the debt reserve fund. 

(c) Debt incurred for costs under paragraph, (b) is not subject to Minnesota Rules, 
part 95490060, subpart 5, item A, subitem (5) or (6). 

(d) The incremental increase in a nursing facility’s rental rate, determined under 
Minnesota Rules, parts 9549.001O to 95490080, and this section, resulting from the 
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acquisition of allowable capital-assets, and allowable debt and interest expense under 
this subdivision shall be added to its property~related payment rate and shall be 
eifective on the first day of the month following the month in which the moratorium 
project was completed. 

(e) Notwithstanding subdivision 3f, paragraph (a), for rate periods beginning on 
October 1, 1992, and for rate years beginning after June 30, 1993, the replacement- 
costs-new per bed limit to be used in Minnesota Rules, part 9549.0060, subpart 4, item 
B, for a nursing facility that has completed a renovation, replacement, or upgrading 
project that has been approved under the moratorium exception process in section 
l44A.073, or that has completed an addition to or replacement of buildings, attached 
fixtures, or land improvements for which the total historical cost exceeds the lesser of 
$150,000 or ten percent of the most recent appraised value, must be $47,500 per 
licensed bed in mu1tiple—bed rooms and $71,250 per licensed bed in a single—bed room. 
These amounts must be adjusted annually as specified in subdivision 3f, paragraph (a), 
beginning Januaryrl, 1993.

q 

éBAnurshig£aeflitymatwmpletesaprejeetidenfifiedmthiswbdivisienmd;as 
e£Apéll1;l992;hasnetbeenmaikdamtenetieewiflaaspeeialappraisalfera 
%mpl%edPf9i€6EGr%mp1%esaprejeetafierApfi44%l99%butbe£ereSeptember 
l7l9921mayelc%eithertowquestaspeemlwappmisalwiththeeerrespendmg 
adjushnemmthepmperty4elatedpaymentmmunderthelawsinefieetenJune3€g 
-1992—,ertosubmittheircapitalassetanddebtinferrnationafterthatelateandebtainthe 
preper=t~y—rel-ateel payment rate under this section; but not both: 

(g Q For purposes of this paragraph, a total replacement means the complete 
replacement of the nursing facility’s physical plant through the construction of a new 
physical plant or the transfer of the nursing facility’s license from one physical plant 
location to another. For total replacement projects completed on or after July 1, 1992, 
the commissioner shall compute the incremental change in the nursing facility’s rental 
per diem, for rate years beginning on or after July 1, 1995, by replacing its appraised 
value, including the historical capital asset costs, and the capital debt and interest costs 
with the new nursing facility’s allowable capital asset costs and the related allowable 
capital debt and interest costs. If the new nursing facility has decreased its licensed 
capacity, the aggregate investment per bed limit in subdivision 3a, paragraph (<49 (c), 
shall apply. If the new nursing facility has retained a portion of the original physic—al 
plant for nursing facility usage, then a portion of the appraised value prior to the 
replacement must be retained and included in the calculation of the incremental change 
in the nursing facility’s rental per diem. For purposes of this part, the original nursing 
facility means the nursing facility prior to the total replacement project. The portion of 
the appraised value to be retained shall be calculated according to clauses (1) to (3): 

(1) The numerator of the allocation ratio shall be the square footage of the area 
in the original physical plant which is being retained for nursing facility usage. 

(2) The denominator of the allocation ratio shall be the total square footage of the 
original nursing facility physical plant. 
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(3) Each component of the nursing facility’s allowable appraised value prior to the 
total replacement project shall be multiplied by the allocation ratio developed by 
dividing clause (1) by clause (2). 

In the case of either type of total replacement as authorized under section 
144A.O71 or 144A.073, the provisions of this subdivision shall also apply. For 
purposes of the moratorium exception authorized under section 144A.O71, subdivision 
4a, paragraph (s), if the total replacement involves the renovation and use of an existing 
health care facility physical plant, the new allowable capital asset costs and related debt 
and interest costs shall include first the allowable capital asset costs and related debt 
and interest costs‘ of the renovation, to which shall be added the allowable capital asset 
costs of the existing physical plant prior to the renovation, and if reported by the 
facility, the related allowable capital debt and interest costs. 

(la) (g) Notwithstanding Minnesota Rules, part 9549.0060, subpart 11, item C, 
subitem (2), for a total replacement, as defined in paragraph (g) (f), authorized under 
section 144A.O71 or 144A.073 after July 1, 1999, the replacemerficosts-new per bed 
limit shall be $74,280 per licensed bed in multiple-bed rooms, $92,850 per licensed 
bed in semiprivate rooms with a fixed partition separating the resident beds, and 
$111,420 per licensed bed in single rooms. Minnesota Rules, part 9549.0060, subpart 
11, item C, subitem (2), does not apply. These amounts must be adjusted annually as 
specified in subdivision 3f, paragraph (a), beginning January 1, 2000. 

69 (2 For a total replacement, as defined in paragraph (-g9 Q, authorized under 
section 144A.073 for a 96—bed nursing home in Carlton county, the replacement-costs- 
new per bed limit shall be $74,280 per licensed bed in multiple-bed rooms, $92,850 per 
licensed bed in semiprivate rooms with a fixed partition separating the resident’s beds, 
and $111,420 per licensed bed in a single room. Minnesota Rules, part 9549.0060, 
subpart 11, item C, subitem (2), does not apply, The resulting maximum allowable 
replacement-costs-new multiplied by 1.25 shall constitute the project’s dollar threshold 
for purposes of application of the limit set forth in section 144A.O71, subdivision 2. 
The commissioner of health may waive the requirements of section l44A.073, 
subdivision 3b, paragraph (b), clause (2), on the condition that the other requirements 
of that paragraph are met. 

Sec. 8. Minnesota Statutes 1998, section 256B.431, subdivision 18, is amended to 
read: 

Subd. 18. ABPRAISA-LS,= UPDATING APPRAISALS, ADDITIONS, AND 
REPLACEMENTS. (a) Notwithstanding Minnesota Rules, part 9549.0060, subparts 
1 to 3, the appraised value, routine updating of the appraised value, and special 
reappraisals are subject to this subdivision. 

G9Fermteyeambeginninga£terJune30;4993;theeemH&ssionershaHpennfia 

thatappealmustufilizethe%mparafiaeumtmedaedasdeseébedintheMarsh$l 

depreciated replacement eest: 
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eleetingteappealtheir appraisedvalueshallfilewrittennetiee 
e£appealwiththeeernmis§eaere£hmmnserweesbe£emDeeember3€k199%The 
waefthereappraisahifanyeshaubeemsideredanalbwablewfiunderbfinnesem 
Rules; parts 9549:0040; subpart 9; and 9154-9700614 

€@$hereéeterminatiene£anursiag£aeilitylsappraisedvalueunderdiis 
paragraphshallhaveneimpaetentherentalpaymentratedeterminedunder 
subdivisienl-Blautslaall en-ly be useelferealeulating tlaenursiagfiaeilitylsrentalrate 
underMimesemRule%pmts9§49£010te9549£080;andthis,see&en£ermteyeam 
beg=}nninga£terJune?>0;l993: . 

99 For all rate years after June 30, 1993, the commissioner shall no longer 
conduct any appraisals under Minnesota Rules, part 9549.0060, for the purpose of 
determining property-related payment rates. 

(b) Notwithstanding Minnesota Rules, part 9549.0060, subpart 2, for rate years 
beginning after June 30, 1993, the commissioner shall routinely update the appraised 
value of each nursing facility by adding the cost of capital asset acquisitions to its 
allowable appraised value. 

The commissioner shall also annually index each nursing facility’s allowable 
appraised value by the inflation index referenced in subdivision 3f, paragraph (a), for 
the purpose of computing the nursing faci1ity’s annual rental rate. In annually adjusting 
the nursing facility’s appraised value, the cormnissioner must not include the historical 
cost of capital assets acquired during the reporting year in the nursing facility’s 
appraised value. 

In addition, the nursing facility’s appraised value must be reduced by the 
historical cost of capital asset disposals or applicable credits such as public grants and 
insurance proceeds. Capital asset additions and disposals must be reported on the 
nursing facility’s annual cost report in the reporting year of acquisition or disposal. The 
incremental increase in the nursing facility’s rental rate resulting from this annual 
adjustment as determined under Minnesota Rules, parts 9549.00lO to 9549.0080, and 
this section shall be added to the nursing facility’s property-related payment rate for the 
rate year following the reporting year. 

Sec. 9. Minnesota Statutes 1998, section 256B .431, subdivision 21, is amended to 
read: 

Subd. 21. INDEXING THRESHOLDS. Beginning January 1, 1993, and each 
January 1 thereafter, the commissioner shall annually update the dollar thresholds in 
subdivisions 15, paragraph {d-) (e), 16, and 17, and in section 144A.O71, subdivisions 
2 and 4a, clauses (b) and (e),_b_y the inflation index referenced in subdivision 3f, 
paragraph (a). 

Sec. 10. Minnesota Statutes 1998, section 256B.431, subdivision 22, is amended 
to read: 

Subd. 22. CHANGESTO NURSING FACILITY REIMBURSEMENT. The 
nursing facility reimbursement changes in paragraphs (a) to (e) @ apply to Minnesota 
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Rules, parts 9549;0Ol0 to 9549.0080, and this section, and are eifective for rate years 
beginning on or after July 1, 1993, unless otherwise indicated. 

(a) In addition to the approved pension or profit sharing plans allowed by the 
reimbursement rule, the commissioner shall allow those plans specified in Internal 
Revenue Code, sections 403(b) and 408(k). 

' 

— ~ 

(b) The commissioner shall allow as workers’ compensation insurance costs under 
section’ 256B.421, subdivision 14, the costs of workers’ compensation coverage 
obtained under the following conditions: 

(1) a plan approved by the commissioner of commerce as a Minnesota group or 
individual self—insurance plan as provided in section 79A.03; 

(2) a plan in which: 

(i) the nursing facility, directly or indirectly, purchases workers’ compensation 
coverage in compliance with section 176.181, subdivision 2, from an authorized 
insurance carrier; 

(ii) a related organization to the nursing facility reinsures the workers’ compen- 
sation coverage purchased, directly or indirectly, by the nursing facility; and 

(iii) all of the conditions in clause (4) are met; 

(3) a plan in which: 

(i) the nursing, facility, directly or indirectly, purchases workers’ compensation 
coverage in compliance with section 176.181, subdivision 2, from an authorized 
insurance carrier; 

(ii) the insurance premium is calculated retrospectively, including a maximum 
prerriiumlimit, and paid using the paid loss retro method; and 

(iii) all of the conditions in clause (4) are met; 

(4) additional conditions are: 

'(i) the costs «of the plan are allowable under the federal Medicare program; 

(ii) the reserves for the plan are maintained in an account controlled and 
administered by a person which is not a related organization to the nursing facility; 

(iii) the reserves for the plan cannot be used, directly or indirectly, as collateral for 
debts incurred or other obligations of the nursing facility or related organizations to the 
nursing facility; 

‘ 

(iv) if the plan provides workers’ compensation coverage for non-Minnesota 
nursing facilities, the pl_an’s~cost methodology must be consistent among all nursing 
facilities covered by the plan, and if reasonable, is allowed notwithstanding any 
reimbursement laws regarding cost allocation to the contrary; 

(v) central, affiliated, corporate, or nursing facility costs related to their admin- 
istration of the plan are costs which must remain in the nursing facility’s administrative 
cost category and must not be allocated to other cost categories; 
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(vi) required security deposits, whether in the form of cash, investments, 
securities, assets, letters of credit, or in any other form are not allowable costs for 
purposes of establishing the facilities payment rate; and 

(vii) for the rate year beginning on July 1, 1998, a group of nursing facilities 
related by common ownership that self—insures workers’ compensation may allocate its 
directly identified costs of self-insuring its Minnesota nursing facility workers among 
those nursing facilities in the group that are reimbursed under this section or section 
256B.434. The method of cost allocation shall be based on the ratio of each nursing 
facility’s total allowable salaries and wages to that of the nursing facility group’s total 
allowable salaries and wages, then similarly allocated within each nursing facility’s 
operating cost categories. The costs associated with the administration of the group’s 
self—insurance plan must remain classified in the nursing facility’s administrative cost 
category. A written request of the nursing facility group’s election to use this alternate 
method of allocation of self-insurance costs must be received by the commissioner no 
later than May 1, 1998, to take effect July 1, 1998, or such costs shall continue to be 
allocated under the existing cost allocation methods. Once a nursing facility group 
elects this method of cost allocation for its workers’ compensation self-insurance costs, 
it shall remain in effect until such time as the group no longer self~insures these costs; 

(5) any costs allowed pursuant to clauses (1) to (3) are subject to the following 
requirements: 

(i) if the nursing facility is sold or otherwise ceases operations, the plan’s reserves 
must be subject to an actuarially based settle-up after 36 months from the date of sale 
or the date on which operations ceased. The facility’s medical assistance portion of the 
total excess plan reserves must be paid to the state within 30 days following the date 
on which excess plan reserves are determined; 

(ii) any distribution of excess plan reserves made to or withdrawals made by the 
nursing facility or a related organization are applicable credits and must be used to 
reduce the nursing facility’s workers’ compensation insurance costs in the reporting 
period in which a distribution or withdrawal is received; 

(iii) if reimbursement for the plan is sought under the federal Medicare program, 
and is audited pursuant to the Medicare program, the nursing facility must provide a 
copy of Medicare’s final audit report, including attachments and exhibits, to the 
commissioner within 30 days of receipt by the nursing facility or any related 
organization. The commissioner shall implement the audit findings associated with the 
plan upon receipt of Medicare’s final audit report. The department’s authority to 
implement the audit findings is independent of its authority to conduct a field audit. 

(c) In the determination of incremental increases in the nursing facility’s rental 
rate as required in subdivisions 14 to 21, except for a refinancing permitted under 
subdivision 19, the commissioner must adjust the nursing facility’s property~related 
payment rate for both incremental increases and decreases in recomputations of its 
rental rate; 

(d) Anursing facility’s administrative cost limitation must be modified as follows: 
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(1) if the nursing facility’s licensed beds exceed 195 licensed beds, the general 
and administrative cost category limitation shall be 13 percent; 

(2) if the nursing facility’s licensed beds are more than 150 licensed beds, but less 
than 196 licensed beds, the general and administrative cost category limitation shall be 
14 percent; or 

(3) if the nursing facility’s licensed beds is less than 151 licensed beds, the general 
and administrative cost category limitation shall remain at 15 percent. 

(e)¥heearerelateé9peratmgmteshaHbeinereasedbyeighteenmtereimbume 
fae1lit1es'.” fe1=un£unded£edera1mandates—,ineluémg' eestsrelateeltehepatrtrs" B 

éfl} For the rate year beginning on July 1, 1998, a group of nursing facilities related 
by common ownership that self-insures group health, dental, or life insurance may 
allocate its directly identified costs of self-insuring its Minnesota nursing facility 
workers among those nursing facilities in the group that are reimbursed under this 
section or section 256B.434. The method of cost allocation shall be based on the ratio 
of each nursing facility’s total allowable salaries and wages to that of the nursing 
facility group’s total allowable salaries and wages, then similarly allocated within each 
nursing facility’s operating cost categories. The costs associated with the administra- 
tion of the group’s self-insurance plan must remain classified in the nursing facility’s 
administrative cost category. A written request of the nursing facility group’s election 
to use this alternate method of allocation of self-insurance costs must be received by 
the commissioner no later than May 1, 1998, to take effect July 1, 1998, or those 
self-insurance costs shall continue to be allocated under the existing cost allocation 
methods. Once a nursing facility group elects this method of cost allocation for its 
group health, dental, or life insurance self-insurance costs, it shall remain in effect until 
such time as the group no longer self-insures these costs. 

Sec. 11. Minnesota Statutes 1998, section 256B.431, subdivision 25, is amended 
to read: 

Subd. 25. CHANGES TO NURSING FACILITY REIMBURSEMENT BE- 
GINNING JULY 1, 1995. 
(a)még}shaHapplyinthesequeneespeeifiedmMimesemRule&parw9549:0OlOm 

(%%Sha14H91€Hg%f&P191’f 

€b)FermteyearsbegmmngenerafierJulyl;l99§,theeeHnnissienershaHhmit 
anursingfaéfity%aHewableepeméngperdEmfereaeh%sermxeatege1yfereaeh 
r~ateyeai=asinelauses(-l-)teQ)= 

greu1+,usingtheEeperaéngeestperdiemfertheeasenn9eAelassifieafien%A 
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diem lssubjeesseshe hespisal assaehedfiherslengsh efssay;ersheru-le80li-miss:All 
ether nursing shall be eensidered freestanding nursing ¥he 
eemmissiener shall shen array all nursing in eaeh greuping by shelr allowable 
ease naiae A epesaslng eess per d-ism: In ealeulasing a nursing faelllsyis eperasing eess 
per diem fer shls puspese; she eencnmssiener shall eaeelude she raw feed eess per diem 
relased se prevldlng speeial diets that are based en religieus beliefis; as determined in 
subdrvlsien 21+, pasagraph éh% Fer shese nursing in eaeh greuping whose ease 
Hli-)6 A eperaslng c-ess per 

éi)isaserbelewshemedlanminnslw0ssandarddeArlasiene£shea1¥ay;she 
eemrnissiener shall limit the nursing faelllsyls allewable eperaslng eess per diena £er 
eaeh ease mix easegery se she lesser e£ she prler reperslng yealis allewable eperasing 
eess per diems plus she inflasien fiaeter as established in paragraph (ti); e-lause (99; 
increased by she pereensage peinss; er she eurrens reperslng yeaids eerrespendlng 
allewable eperaslng eess per dieing . 

éiillsbesweennarnus‘ .—5standarddeviasienandrnlnusl—.0ssandarddexqasien" 
belew she median e£ she array; she eensmissiener shall lhnls she nursing afiaeilisyis 
allewableeperasingeessperdiem£ereaeheasensneeategerysedielessere£sheprler 
reperslng year—’s allewable eperasing eess per diems plus she lnllasien afiaetzer as 
established in paragraph (9; elause 62% lnereased by 1-‘ear pereensage pelnss; er she 
eursens repersing yealis eerrespending allowable eperasing eess per diena~; er 

{-iii-Hsequalseerabevennnuséssandarddevlasienbelewshemedianefshe 
aneyesheeemnnsdmershahhnnsshenurnng£aeflisy%albwableepermmg%ssper 
dlem¥ereaeheaserniaeeasegeryseshelesserefshepiéerrepersingyeaaisallewable 
eperasingeesspereliernsplussheinflasien£aeserasessablishedlnparagl=aph€i1);elause 
(-2-); i-nereased by shree pereensage pei-nss; er she eurrens reperslng yealis 
allewable epesasing eess per d-i€v¥H7 

ézlliersheraseyearbegi-nningen-Jnl=yl—,l996;sheeenrnalsslenershalllhnlsshe 
nursing iiaelllsyis allewable eperaslng eess per diena £er eaeh ease Hliéé easegery se she 
lesser ef the prler repersing yeafls allewable eperasing eess per dienas plus she lnllasien 
tiaeserasessabhshedmparagraphéfielaumél-kmereasedbyenepereemagepeinser 
she ear-rens repersing yeaiis eerrespending allewable eperaslng eess per dieinss and 

(%)FermseyearsbeglnnlngenerafierJulyl1l99%sheeemnnsslenershahlmns 
she nurslng liaeillsyis allewable eperaslng eessper diem £er eaeh easemiae easegeivy se 
she lesser ef she repersingyeasprierse sheeurrensrepersingyeaiisallewableeperasing 
%ssperdiemsplusshemfladen£aemrasessabhshedlnpa£agbaph€Q;dauseé29;ershe 
eurrens repersing yeaais eerrespending allewable epeiaasing eess per diems: 

€e)FerraseyearsbeglnnlngenJelyl;l995;sheeemnnssienershallHnnsshe 
allewable epeiasi-ngeessper dierns ferhlgheessnurslng Aster applieasienef 
sheh+n#smpawgraph(b)meaehnussmg£aeHlsyiseperadngeessperdians;she 
eemm$sienershallgreupnamlng£aéhdesinwmmgseups;fieessandmgermnfiee 
ssancling{wJ}shineaehgeegraphle greuiaslacnenfreessandingnurslngsaeillsylsanusslng 
faerlisy whese ether eperasing eess per el-iems are subjees se hespisal assaehed; shers 
lengshe£ssa§rermle80hmis&Alleshernurslng£aeihdesshahbeeensidered 
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E 1. 
. E.1..':Phe .. shainhefiafiayau . ET. 

eflwia$mganussmg£aefligfisepeméngeestperdian£e££hfi?H*P%€;%heeennmi& 

g£eapingwheseeasemixAepe;afingee§perdiemexeeeds»0éaandmddeviafien 
ab9ve%hemediaabutE1essthan9requa1m%0fiméarddevia&enabe¥e£hemedi&h 

{d)Ferm€eyem%beginningene£a£te£Ju}y17i99é%heeennnissieae£shaHHm# 

E I. . E.1..',_Phe .. Shanthenaflayan . ET. 
w4%hineaehgreupingby£heiraHevab1eeasenfiaeAepeéafingeestperdiem&In 
eaeu4afinganursmg£aeHiQisepeméng%fipe£diemfe£flfispuFpesa&heeemnHs- 
Qenershaflawludethemwfeedwstperdéemyehtedmpresédingspeeialdiemtha 

abwe£hemedianba%E1ess€hanerequa1m%0stanéarddeviafieaabwe£hemedim; 

€e)Fe£¥a%eyearsbeginning9nera£tet‘July474995;theeemmissienesshaH 
deeenm-neana£sing£aefliw%efiéeneymeenfi¥ebyfirsteempufingtheaJ4ewab1e 
difie¥ene&whiehis£heksseref$4§0er£heameuntbywhieh£he£aeHity%ethe£ 

(%)adding0é9te1eheresu1t£reme1ause€2)gane1 

¥henusing£aeiHtyise§eieneyineenfivep&ymemshaHbethelesseref$2r25es 
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€9Fermwyemsbeginningenora£mJu1y4;l99§;the£oreeastedpéeeindex£or 
anumingfaeilfiyisahewabkepesaéngeestperdiemsshallbedewrnfinedunder 
eiwsesQ9teé3)usingtheehangeintheGensumerPrieeLnde9eA4lImms€Un#ed 
Stmeseityayerage){GPLU9ertheehangemtheNursingHemeMadeetBaske&bem 
as£emeastedbyDamReseureesIneqwhiehwerisappheabl&$he%mnfi%ien%shaH 
usetheindicesasfereeastedinthe£eurthquai4et=e£theealenda¥yea£preeedingthe 
¥meyeaawbjeetmwbdi¥Emn%hparagmph(e%Ifiasawsu#e££ederallegislafiw 
er aetien; the methedelogy used to calculate the Gensumer Price 
£ndaeAHEems€UmwdSmmseitywerage)(GBI-U9ehange&theeenHnissien%shaH 
develop a eenyersien faster er ether methodology te eerwert the GPLU index taster 
that1‘esults£remthenewn=iethedelegyteanindex£aeterthatappreaehnateswselesely 
aspessible;themdex£aaerthatwealdhawwwkedfiemapphea&ene£theefigina1 
GPLUmethode1egypfiermanyehmgesmmethedebgy:$heeemnissienershaHuse 
theeenyemienfaetererethermethedolegywealeulatemadjuaedinflafimmdme 
illhe adjusted index must be used te ealeulate payment rates under this section 
insteadoftheGPI—Umdexsp%ifiedmparagraph(d%HtheeommissienerEwquked 
mdwelepanadjustedinfiatmnindaethewfiunissienashahmpefimthelegklfiute 
aspartefithenaebudgeteubmissienthefisealimpaetefiapplyingthisindeie 

é19TheGPI-Ufereeaetedindexferallewableepeeatmgeostperdiemsshaflbe 
basedmthe24—menthp&4ed&emthenudpemtefthenwsmg£ae§fiylsmpefiingyear 
tethemidpeintefitherateyearfellewingtherepertingyeae 

(-2) Elhe Heme Market Basket fereeasted index £919 allowable eperating 
%smandperdiemhnntsshaHbebasedenthe$%menthpefiedbeweenthen%dpeinm 
e£thetwerepertingyearsprecedingtherateyear= ‘ 

(3)Ferrateyearsbeginningonera£terJuly17199é,thefeweastedindex£er 
eperatingeestlimitsrefier-redteinsubeii=visien2—1;parag£aph(b};shalibebasedenthe 
GBL1G£erthe4%-menthperiedbeaveenthemidpeintsefthemerepefimgyears 
preceding the rate year-.

V 

€g)Afmrapply4ngthesepmvisiemfertherespeetWemmyeap&theeemn&ssmner 
shaflmdexthemalbwableepemtingeesmperdiemsbymeinflatmnfaetesprwided 
£erinparagmphé9;elause€l9;andaddthemrsing£aeflity%efieieneym%nfiwas 
computed in paragraph ée): 

(h)(-1-) A nursing facility licensed for 302 beds on September 30, 1993, that ‘was 
approved under the moratorium exception process in section 144A.O73 for a partial 
replacement, and completed the replacement project in December 1994, is exempt 
from Minnesota Statutes 1998, section 256B .43 1, subdivision Q; paragraphs (b) to (d) 
for rate years beginning on or after July 1, 1995. 

629 For the rate year beginning July 1, 1997, after computing this nursing facility’s 
payment rate according to section 256B.434, the commissioner shall make a one—year 
rate adjustment of $8.62 to the faci1ity’s contract payment rate for the rate effect of 
operating cost changes associated with the facility’s 1994 downsizing project. 
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(3) For rate years beginning on or after July 1, 1997, the commissioner shall add 
35 cents to the facility’s base property related payment rate for the rate effect of 
reducing its licensed capacity to 290 beds from 302 beds and shall add 83 cents to the 
facility’s real estate tax and special assessment payment rate for payments in lieu of 
real estate taxes. The adjustments. in this clause shall remain in effect for the duration 
of the facility's contract under section 256B.434. 

£erthem$yearsbegmningenJuly1;l99éJuly£l99%andJuly47199&anursing 
faeflitykeensed£er40bedseEeefiveMayl;199%a4thasubsequemmereasee£20 

is exemptfiremparsagraphs (b)te (€19: 

Sec. 12. Minnesota Statutes 1999 Supplement, section 256B.43l, subdivision 26, 
is amended to read: 

Subd. 26. CHANGES TO NURSING FACILITY REIMBURSEMENT BE- 
GINNING JULY 1, 1997. The nursing facility reimbursement changes in paragraphs 
(a) to (3 (e) shall apply in the sequence specified in Minnesota Rules, parts 9549.0010 
to 95490380, and this section, beginning July 1, 1997. 

(a) For rate years beginning on or after July 1, 1997, the commissioner shall limit 
a nursing facility’s allowable operating per diem for each case mix category for each 
rate year. The commissioner shall group nursing facilities into two groups, freestanding 
and nonfreestanding, within each geographic group, using their operating cost per diem 
for the case mix A classification. A nonfreestanding nursing facility is a nursing facility 
whose other operating cost per diem is subject to the hospital attached, short length of 
stay, or the rule 80 limits. All other nursing facilities shall be considered freestanding 
nursing facilities. The commissioner shall then array all nursing facilities in each 
grouping by their allowable case mix A operating cost per diem. In calculating a 

nursing facility’s operating cost per diem for this purpose, the commissioner shall 
exclude the raw food cost per diem related to providing special diets that are based on 
religious beliefs, as,-determined in subdivision 2b, paragraph (h). For those nursing 
facilities in each grouping whose case mix A operating cost per diem: 

(1) is at or below the median of the array, the commissioner shall limit the nursing 
facility’s allowable operating cost per diem for each case mix category to the lesser of 
the prior reporting year’s allowable operating cost per diem as specified in Laws 1996, 
chapter 451, article 3, section 11, paragraph (h), plus the inflation factor as established 
in paragraph (d), clause (2), increased by two percentage points, or the current 
reporting year’s corresponding allowable operating cost per diem; or 

(2) is above the median of the array, the commissioner shall limit the nursing 
facility’s allowable operating cost per diem for each case mix category to the lesser of 
the prior reporting year’s allowable operating cost per diem as specified in Laws 1996, 
chapter 451, article 3, section 11, paragraph (h), plus the inflation factor as established 
in paragraph (d), clause (2), increased by one percentage point, or the current reporting 
year’s corresponding allowable operating cost per diem. 
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For purposes of paragraph (a), if a nursing facility reports on its cost report a 
reduction in cost due to a refund or credit for a rate year beginning on or after July 1, 
1998, the commissioner shall increase that facility’s spend-up limit for the rate year 
following the current rate year by the amount of the cost reduction divided by its 
resident days for the reporting year preceding the rate year in which the adjustment is 
to be made. 

(b) For rate years beginning on or after July 1, 1997, the commissioner shall limit 
the allowable operating cost per diem for high cost nursing facilities. After application 
of the limits in paragraph (a) to each nursing facility’s operating cost per diem, the 
commissioner shall group nursing facilities into two groups, freestanding or nonfree- 
standing, within each geographic group. A nonfreestanding nursing facility is a nursing 
facility whose other operating cost per diem are subject to hospital attached, short 
length of stay, or rule 80 limits. All other nursing facilities shall be considered 
freestanding nursing facilities. The commissioner shall then array all nursing facilities 
within each grouping by their allowable case mix A operating cost per diem. In 
calculating a nursing facility’s operating cost per diem for this purpose, the commis- 
sioner shall exclude the raw food cost per diem related to providing special diets that 
are based on religious beliefs, as determined in subdivision 2b, paragraph (h). For those 
nursing facilities in each grouping whose case mix A operating cost per diem exceeds 
1.0 standard deviation above the median, the commissioner shall reduce their 
allowable operating cost per diem by three percent. For those nursing facilities in each 
grouping whose case mix A operating cost per diem exceeds 0.5 standard deviation 
above the median but is less than or equal to 1.0 standard deviation above the median, 
the commissioner shall reduce their allowable operating cost per diem by two percent. 
However, in no case shall a nursing facility’s operating cost per diem be reduced below 
its grouping’s limit established at 0.5 standard deviations above the median. 

(c) For rate years beginning on or after July 1, 1997, the commissioner shall 
determine a nursing facility’s efliciency incentive by first computing the allowable 
difference, which is the lesser of $4.50 or the amount by which the facility’s other 
operating cost limit exceeds its nonadjusted other operating cost per diem for that rate 
year. The commissioner shall compute the efficiency incentive by: 

(1) subtracting the allowable diiference from $4.50 and dividing the result by 
$4.50; 

(2) multiplying 0.20 by the ratio resulting from clause (1), and then; 
(3) adding 0.50 to the result from clause (2); and 

(4) multiplying the result from clause (3) times the allowable diiference. 
The nursing facility’s efficiency incentive payment shall be the lesser of $2.25 or 

the product obtained in clause (4). 

(d) For rate years beginning on or after July 1, 1997, the forecasted price index 
for a nursing facility’s allowable operating cost per diem shall be determined under 
clauses (1) and (2) using the change in the Consumer Price Index—Al1 Items (United 
States city average) (CPI—U) as forecasted by Data Resources, Inc. The commissioner 
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shall use the indices as forecasted in the fourth quarter of the calendar year preceding 
the rate year, subject to subdivision 21, paragraph (c). 

(1) The CPI-U forecasted index for allowable operating cost per diem shall be 
based on the 21-month period from the midpoint of the nursing facility’s reporting year 
to the midpoint of the rate year following the reporting year. 

(2) For rate years beginning on or after July 1, 1997, the forecasted index for 
operating cost limits referred to in subdivision 21, paragraph (b), shall be based on the 
CPI-U for the 12-month period between the midpoints of the two reporting years 
preceding the rate year. 

(e) After applying these provisions for the respective rate years, the commissioner 
shall index these allowable operating cost per diem by the inflation factor provided for 
in paragraph (d), clause (1), and add the nursing facility's efficiency incentive as 
computed in paragraph (c). 

(f)Ferrateyearsbegimnng9nerafierJulyl7l99%thetetaloperatingeest 
paymanrmesferanursingfaeflityshaflbedaegreaterefthemtaleperafingmst 
paymemrateséetemfinedunderthfiseefienerthemtalepeméngeostpaymemrmes 
inefieetmJem39,199%subjeetmmteadjusnhemsdaemfieldaaditerrateappeal 
resem&em$hisprwisienshaHnetapplymsubsequemfieldaudfiadjuHmenme£the 

(g) (f) For the rate years beginning on July 1, 1997, July 1, 1998, and July 1, 1999, 
a nursing_facility licensed for 40 beds efiective May 1, 1992, with a subsequent 
increase of 20 Medicare/Medicaid certified beds, effective January 26, 1993, in 

accordance with an increase in licensure is exempt from paragraphs (a) and (b). 

(la) (g) For a nursing facility whose construction project was authorized according 
to sectiorTl44A.O73, subdivision 5, paragraph (g), the operating cost payment rates for 
the new location shall be determined based on Minnesota Rules, part 9549.0057. The 
relocation allowed under section 144A.073, subdivision 5, paragraph (g), and the rate 
determination allowed under this paragraph must meet the cost neutrality requirements 
of section 144A.073, subdivision 3c. Paragraphs (a) and (b) shall not apply until the 
second rate year after the settle—up cost report is filed. Notwithstanding subdivision 2b, 
paragraph (g), real estate taxes and special assessments payable by the new location, 
a 501(c)(3) nonprofit corporation, shall be included in the payment rates determined 
under this subdivision for all subsequent rate years. 

(i) (h) For the rate year beginning July 1, 1997, the commissioner shall compute 
the paynrnt rate for a nursing facility licensed for 94 beds on September 30, 1996, that 
applied in October 1993 for approval of a total replacement under the moratorium 
exception process in section 144A.073, and completed the approved replacement in 
June 1995, with other operating cost spend—up limit under paragraph (a), increased by 
$3.98, and after computing the facility’s payment rate according to this section, the 
commissioner shall make a one-year positive rate adjustment of $3.19 for operating 
costs related to the newly constructed total replacement, without application of 
paragraphs (a) and (b); The facility’s per diem, before the $3.19 adjustment, shall be 
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used as the prior reporting year’s allowable operating cost per diem for payment rate 
calculation for the rate year beginning July 1, 1998. A facility described in this 
paragraph is exempt from paragraph (b) for the rate years beginning July 1, 1997, and 
July 1, 1998. 

6-) (i) For the purpose of applying the limit stated in paragraph (a), a nursing 
facility iFKandiyohi county licensed for 86 beds that was granted hospital-attached 
status on December 1, 1994, shall have the prior year’s allowable care-related per diem 
increased by $3.207 and the prior year’s other operating cost per diem increased by 
$4.777 before adding the inflation in paragraph (d), clause (2), for the rate year 
beginning on July 1, 1997. 

619 (1') For the purpose of applying the limit stated in paragraph (a), a 117 bed 
nursing facility located in Pine county shall have the prior year’s allowable other 
operating cost per diem increased by $1.50 before adding the inflation in paragraph (d), 
clause (2), for the rate year beginning on July 1, 1997. 

6-) (k) For the purpose of applying the limit under paragraph (a), a nursing facility 
in Hibbir1—g licensed for 192 beds shall have the prior year’s allowable other operating 
cost per diem increased by $2.67 before adding the inflation in paragraph (d), clause 
(2), for the rate year beginning July 1, 1997. 

Sec. 13. Minnesota Statutes 1999 Supplement, section 256B.434, subdivision 3, 
is amended to read: 

‘ Subd. 3. DURATION AND TERMINATION OF CONTRACTS. (a) Subject to 
available resources, the commissioner may begin to execute contracts with nursing 
facilities November 1, 1995. 

(b) All contracts entered into under this section are for a term of one year. Either 
party may terminate a contract at any time without cause by providing 90 calendar days 
advance written notice to the other party. The decision to terminate a contract is not 
appealable. Notwithstanding section l6C.05, subdivision 2, paragraph (a), clause (5), 
the contract shall be renegotiated for additional one~year terms, unless either party 
provides written notice of termination. The provisions of the contract shall be 
renegotiated annually by the parties prior to the expiration date of the contract. The 
parties may voluntarily renegotiate the terms of the contract at any time by mutual 
agreement. 

(c) If a nursing facility fails to comply with the terms of a contract, the 
commissioner shall provide reasonable notice regarding the breach of contract and a 
reasonable opportunity for the facility to come into compliance. If the facility fails to 
come into compliance or to remain in compliance, the commissioner may terminate the 
contract. If a contract is terminated, the contract payment remains in effect for the 
remainder of the rate year in which the contract was terminated, but in all other 
respects the provisions of this section do not apply to that facility eifective the date the 
contract is terminated. The contract shall contain a provision governing the transition 
back to the cost—based reimbursement system established under section 256B.431; 
subdivision 2-5; and Minnesota Rules, parts 95490010 to 9549.0080. A contract 
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entered into under this section may be amended by mutual agreement of the parties. 
Sec. 14. Minnesota Statutes 1999 Supplement, section 256B.434, subdivision 4, 

is amended to read: 

Subd. 4. ALTERNATE RATES FOR NURSING FACILITIES. (a) For nursing 
facilities which have their payment rates determined under this section rather than 
section 256B.43l, 25; the commissioner shall establish a rate under this 
subdivision. The nursing facility must enter into a written contract with the commis- 
sioner. 

(b) A nursing facility’s case mix payment rate for the first rate year of a facility’s 
contract under this section is the payment rate the facility would have received under 
section 256B.43 1; 7%. 

.(c) A nursing facility’s case mix payment rates for the second and subsequent 
years of a faci1ity’s contract under this section are the previous rate year’s contract 
payment rates plus an inflation adjustment. The index for the inflation adjustment must 
be based on the change in the Consumer Price Index-All Items (United States City 
average) (CPI-U) forecasted by Data Resources, Inc., as forecasted in the fourth 
quarter of the calendar year preceding the rate year. The inflation adjustment must be 
based on the 12-month period from the midpoint of the previous rate year to the 
midpoint of the rate year for which the rate is being determined. For the rate years 
beginning on July 1, 1999, and July 1, 2000, this paragraph shall apply only to the 
property—re1ated payment rate. In determining the amount of the property-related 
payment rate adjustment under this paragraph, the commissioner shall determine the 
proportion of the facility’s rates that are property-related based on the facility’s most 
recent cost report. 

(d) The commissioner shall develop additional incentive-based payments of up to 
five percent above the standard contract rate for achieving outcomes specified in each 
contract. The specified facility-specific outcomes must be measurable and approved by 
the commissioner. The commissioner may establish, for each contract, various levels 

' 

of achievement within an outcome. After the outcomes have been specified the 
commissioner shall assign various levels of payment associated with achieving the 
outcome. Any incentive-based payment cancels if there is a termination of the contract. 
In establishing the specified outcomes and related criteria the commissioner shall 
consider the following state policy objectives: 

(1) improved cost eifectiveness and quality of life as measured by improved 
clinical outcomes; 

(2) successful diversion or discharge to community alternatives; 

(3) decreased acute care costs; 

(4) improved consumer satisfaction; 

(5) the achievement of quality; or 
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(6) any additional outcomes proposed by a nursing facility that the commissioner 
finds desirable. 

Sec. 15 . REPEALER. 
Minnesota Statutes 1998, sections 256B.O3, subdivision 256B .431, subdivi- E2» 23» 2f’E}_1Z%E%£”;.:f’_]31.:§$3_11’§L.4l.§J_71§Z‘21%_i&fl%L56B'48.’ 

subdix}i‘si6?i 3; 256B.50, subdivision 5 _a_r_1d 256B .74, subdivision 5 E repealed 
eifective ]ul_y_L _2(L). 

Sec. 16. REVISOR INSTRUCTIONS. 
I_n th_e next E subsequent editions o_f Minnesota Statutes and Minnesota Rules, 

the revisor of statutes shall make E necessary statutory crdss_—reference changes 
required as _a result of E provisions 

Sec. 17. EFFECTIVE DATE. 
The amendment in section 1 to Minnesota Statutes, section 256B.0913, subdivi- 

gen 5Tp_aragraph (g), effectiveiuj _l_, 2000, g upon federal approval of amendments 
to Minnesota’s home and community—based waiver for elderly persbns at risk of 
nursing home le_v_el of_~cire, health care financing administration control numb; 
0025.91.R3, whichever‘ occurs later. Eemainder g section L 5% sections 2 to _1_5_ 
are eifective July 1, 2000. 

Presented to the governor April 27, 2000 

Signed by the governor May 1, 2000, 2:45 p.m. 

CHAPTER 450—H.F.No. 3047 
An act relating to real property; title insurance,‘ modifying mortgage release certificate 

language to include assignment of rents and profits; modifying common interest ownership resale 
disclosure certificate requirements,‘ amending Minnesota Statutes 1998, sections 507.40], 
subdivisions 1, 3, 6, and 7; and 559.17, by adding a subdivision; Minnesota Statutes 1999 
Supplement, section 515B.4—I07. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. Minnesota Statutes 1998, section 507.401, subdivision 1, is amended 

to read: 

Subdivision 1. DEFINITIONS. (a) The definitions in this subdivision apply to 
this section. 

(b) “Assignment o_f rents arid profits” means E assignment, whether 2_1 separate 
document g _a mortgage, o_f any g E benefits accruing under 3 recorded E 
unrecorded lease pr tenancy existing, or subsequently created, Q property encumbered 
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