
1 REVISOR 9549.0030

9549.0030 COST ALLOCATION PROCEDURES.

Subpart 1. Classification. Classification of costs is the process of charging costs to
the appropriate cost categories and compiling a total for each cost category to be recorded
on the cost report. Nursing facilities shall classify their costs in accordance with the cost
categories in part 9549.0040. Costs that cannot be specifically classified in a cost category,
such as the cost of generic supplies, must be classified in the general and administrative cost
category.

Subp. 2. Identification. Except for the salary costs of individuals withmultiple duties,
costs must be directly identified, without allocation, by routine classification of transactions
when costs are recorded in the books and records of the nursing facility.

Subp. 3. Personnel with multiple duties. When a person other than top management
personnel has multiple duties, the person's salary cost must be allocated to the cost
categories on the basis of time distribution records that show actual time spent, or an
accurate estimate of time spent on various activities. In a nursing facility of 60 or fewer
beds, part of the salary or salaries of top management personnel may be allocated to
other cost categories to the extent justified in time distribution records which show the
actual time spent, or an accurate estimate of time spent on various activities. A nursing
facility that chooses to estimate time spent must use a statistically valid method. Persons
who serve in a dual capacity, including those who have only nominal top management
responsibilities, shall directly identify their salaries to the appropriate cost categories. The
salary of any person having more than nominal top management responsibilities must not
be allocated.

Subp. 4. Central, affiliated, or corporate office costs. Cost allocation for central,
affiliated, or corporate offices shall be governed by items A to F.

A. Central, affiliated, or corporate office costs representing services of
consultants required by law or rule in areas including dietary, pharmacy, social services, or
other resident care related activities may be allocated to the appropriate cost category, but
only to the extent that those costs are directly identified by the nursing facility.

B. Except as provided in item A, central, affiliated, or corporate office costs must
be allocated to the general and administrative cost category of each nursing facility within
the group served by the central, affiliated, or corporate office according to subitems (1) to
(5).

(1) All costs which can be directly identified with a specific nursing facility
must be allocated to that nursing facility.

(2) All costs which can be directly identified with an operation unrelated to
the nursing facility operations must be allocated to that unrelated operation.
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(3) After the costs which can be directly identified pursuant to subitems (1)
and (2) have been allocated, the remaining central, affiliated, or corporate office costs must
be allocated between nursing facility operations and unrelated operations based on the ratio
of expenses.

(4) Next, operations which have nursing facilities both in Minnesota and
outside of Minnesota must allocate the central, affiliated, or corporate office costs to
Minnesota based on the ratio of total resident days in Minnesota nursing facilities to the
total resident days in all nursing facility operations.

(5) Finally, the central, affiliated, or corporate costs allocated to all
Minnesota nursing facilities must be allocated to each nursing facility based on resident
days.

C. Central, affiliated, or corporate office property-related costs of capital assets
used directly by the nursing facility in the provision of nursing facility services must be
allocated to the nursing facilities which use the capital asset and must be reimbursed under
part 9549.0060. Central, affiliated, or corporate office property-related costs of capital
assets which are not used directly by the nursing facility in the provision of nursing facility
services must be allocated to the general and administrative cost category of each nursing
facility using the methods described in item B.

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

(1) the useful life of a building is 35 years; of land improvement is 20 years;
of a major building improvement is the greater of 15 years or the remaining life of the
principal capital asset; of depreciable equipment except vehicles is ten years; and of a
vehicle is four years; or

(2) the depreciation guidelines.

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

F. The useful life of leasehold improvements maintained by a central, affiliated,
or corporate office must be either the useful life of the improvement determined under item
D or the remaining term of the lease, including renewal periods, whichever is shorter.

Subp. 5. General and administrative costs. Except as provided in subparts 3 and 4,
general and administrative costs must not be allocated as direct or indirect costs to other
cost categories.
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