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MCAR AMENDMENTS AND ADDITIONS 
The following is a listing of all proposed and adopted rules pub-
lished in (his issue of the State Register. The listing is arranged in the 
esme order as the table of contents of the Minnesota Code of Agency 
Rules (MCAR). All adopted rules published in the Slate Register and 
listed below amend the rules contained in the MCAR set. Both pro-
posed temporary and adopted temporary rules are listed here although 
they are not printed in the MCAR due to the short term nature of their 
legal effectiveness. During the term of their legal effectiveness, how-
ever, adopted temporary rules do amend the MCAR. A cumula-
tive listing of all proposed and adopted rules in Volume 3 of the 
State Register will be published on a quarterly basis and at the end 
of the volume year. 

TITLE 5 EDUCATION 
Part 1 Education Department 
Special Services Division - OPLIC 

5 MCAR § 1.0800-1.0804 (proposed temporary) 	 244) 

TITLE 6 ENVIRONMENT 
Part 4 Pollution Control Agency 

WPC 40 (adopted) 	 ' 	  228 

TITLE 7 HEALTH 
Part 1 Health Department 
Health Systems Division 

7 MCAR § 1.372, 1.472, 1.474-1.475, 1.487, 1.504, 
1.509 (proposed) 	  244 

TITLE 14 TRANSPORTATION 
Part 1 Transportation Department 

14 MCAR § 1.4003-1.4005 (proposed temporary) 	 267 

STATE REGISTER, MONDAY, AUGUST 21, 1978 	 Page 225 (CITE 3 S.R. 225) 



EXECUTIVE ORDERS 
Emergency Executive Order No. 179 
Providing for Assistance to Officials of Austin, Minnesota 

I, Rudy Perpich, Governor of the State of Minnesota, by virtue of the authority vested in me by the 
Constitution and applicable statutes, hereby issue this Executive Order: 

Whereas, the Mayor of the City of Austin has requested assistance in transporting emergency 
supplies to contain flood waters endangering city residents; and, 

Whereas, flood conditions are such as to present hazards to citizens; 

Now, therefore, I order: 

1. The Adjutant General of Minnesota to order to active duty on or after July 17, 1978, in the 
service of the state, such elements of the military forces of the state as required, and for such period of 
time necessary to insure the safety of our citizens. 

2. Cost of subsistence, transportation and fuel, and pay and allowances of said individuals will be 
defrayed from the general fund of the state as provided for by Minn. Stat. § 192.49, subd. 1, and 
§ 192.51 (1976); and Minn. Stat. § 192.52 (1977 Supp.). 

This order is effective retroactive to July 17, 1978, and shall be in force until such time the need for 
emergency assistance has been alleviated. 

In testimony whereof, I hereunto set my hand on this first day of August, 1978. 
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EXECUTIVE ORDERS 	  

• Executive Order No. 180 
Providing for Flexible Working Schedules for State Employees 

I, Rudy Perpich, Governor of the State of Minnesota, by virtue of the authority vested in me by the 
Constitution and applicable statutes, do hereby issue this Executive Order: 

Whereas, employment practices which provide flexibility in scheduling hours of work often result in 
increased worker productivity, reduced absenteeism, extended service to the public, improved employee 
morale, and a more economical and efficient use of energy, highways, and mass transit systems; and, 

Whereas, the State of Minnesota has a responsibility to attract, retain, and insure optimum use of the 
state's human resources; and, 

Whereas, flexible working schedules enhance the quality and dignity of working life by offering 
employees more control over their working time and the ability to accommodate personal and family life 
needs as well as work needs; 

Now, therefore, I authorize the State of Minnesota to take action to promote a program hereinafter 
referred to as "flextime," offering flexible work hours within an 8-hour day, 5-day week, to state 
employees in the executive branch. 

1. The Commissioner of Personnel shall be responsible for setting guidelines, establishing proce-
dures, assisting agencies with implementation, and reviewing results of the program. 

2. Each commissioner or department head shall be responsible for making flextime available to all 
employees, designing appropriate models of flextime consistent with the duties and requirements of each 
position, and determining exemptions from or termination of flextime where it adversely affects the 
operation of the department or the level of service to the public. 

3. Employees shall be responsible for requesting flexible working hours. Participation must be 
voluntary and consistent with collective bargaining agreements. 

4. Wherever there are state employees represented by an exclusive bargaining representative, the 
appointing authority and/or the Commissioner of Personnel shall be required to meet and negotiate with 
that exclusive representative for the purpose of reaching an agreement regarding any flextime plan prior 
to the implementation of such plan. 

Pursuant to Minn. Stat. § 4.035 (1977 Supp.), this order shall be effective 15 days after its 
publication in the State Register and filing with the Secretary of State and shall remain in effect until it is 
rescinded by proper authority or it expires in accordance with § 4.035. 

In testimony whereof, I hereunto set my hand on this 3rd day of August 1978. 
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Buift in 1899 at the Dubuque Iron Works, the Minnesota Centennial Showboat was originally named the General John Newton and served as an Army 

Corps of Engineers patrol and flood rescue boat. In 1957 It was purchased by the University and the Minnesota Centennial Commission for use as a 

floating theater. It was towed to river towns for performances until costs became too prohibitive, then was moored permanently on the East Bank of the 

University campus. Theater students staff the boat and stage light musicals and melodramas from the second week of July through the third week of 

August each year. (Drawing by Maria Dinulescu) 

The adoption of a rule becomes effective after the 
requirements of Minn. Stat. § 15.0412, subd. 4, have 
been met and five working days after the rule is pub-
lished in the State Register, unless a later date is 
required by statutes or specified in the rule. 

If an adopted rule is identical to its proposed form 
as previously published, a notice of adoption as pro-
posed and a citation to its previous State Register 
publication will be printed. 

If an adopted rule differs from its proposed form, 
language which has been deleted will be printed with 
strike outs and new language will be underlined, 
and the rule's previous State Register publication will 
be cited. 

A temporary rule becomes effective upon the 
approval of the Attorney General as specified in 
Minn. Stat. § 15.0412, subd. 5. Notice of his decision 
will be published as soon as practicable, and the 
adopted temporary rule will be published in the 
manner provided for adopted rules under subd. 4. 

Pollution Control Agency 
Adopted Rule Governing Standards 

for Individual Sewage Treatment 
Systems 

The proposed rule published at State Register, Volume 2, 
Number 13, p.  708, October 3, 1977 (2 S.R. 708), is 
adopted and is identical to its proposed form, with the fol-
lowing amendments: 

Rule As Adopted 

WPC 40 Individual sewage treatment systems 
standards. 

B. Definitions. For the purposes of these standards, cer-
tain terms or words used herein shall be interpreted as fol-
lows: the word "shall" is mandatory, the words "should" 
and "may" are permissive. All distances, unless otherwise 
specified, shall be measured horizontally. 
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RULES 	
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27. Plastic limit. A soil moisture content below which 
the soil may be manipulated for purposes of installing a soil 
treatment system, and above which manipulation will cause 
compaction and pudding puddling.  

29. Seepage pit (or leaching pit or dry well). An un-
derground pit into which a sewage tank discharges sewage 
effluent  or other liquid waste and from which the liquid 
seeps into the surrounding soil through the bottom and open-
ings in the side of the pit. 

C. General provisions. 

1. Applicability. 

a. Administration by state agencies. 

(1) Individual sewage treatment systems which 
serve a single facility generating greater than 15,000 gal-
lons per day shall conform to the requirements of these 
standards and shall make application for  and obtain  a State 
Disposal System Permit from the agency. 

(2) Collector systems which serve 15 dwellings 
or 5,000 gallons per day, whichever is less, shall conform to 
the requirements of these standards and shall make applica-
tion for and obtain  a State Disposal System Permit from the 
agency. 

E. Building sewers. 

4 The building sewer, and all piping op to the point 
where the sod treatment area begins.r  shall be of watertight 
piping and j.eints-. Joints bctwccn this piping and other ap-
portenanees of the system shall be watertight. The are of 
perforatcd pipe or its cguivalcnt is prohibitcd. 

2. No building sewer shal4 be less than foor inehes in 
diameter 

3 The buricd or concealed portion of any building 
sewer, building drain OF branch thereof shall be located at 
least 20 feet from any welh That portion located less than 'fl 
feet from any well shall be eenstrueted of east icon with aif 
tested joints. The air test should be made by attaching an air 
compressor or test apparatus to a suitable opening and elos-
ing all other inJets and outlets to the sewer andlor drain t*nder 
test by means of proper testing plogs. Air shall be forced into 
the system ont# there is uniform pressore of five  pounds per 
square mob in the section being tested. The system shall be 
considered satisfactorily air tested if the pressure therein 
remains constant for 14 minutes without the addition of air 

WPC 40 

	

4 The portions of any buried sewer more than 0 feet 	

	

from a well shall be eonstructcd of east iron, vitrified clay, 	
cement asbestos. concrete or other approved pipe material. 

A-il joints between pipes and fittings in the building 
sewer shall haie watertight and root tight joints. Portland 
cement mortar joints shall not be allowed. Lines shall pro-
i4de a grade of net less than one eighth ineh per foot Where 
building sewers exceed 0fcct in length, lines shall provide a 
grade which will allow a flow velocity of not less than two 
feet per second. All changes of grade shall be by means of 
long sweep ells \\'hcre long sweep ells are not mod and 
where the direction changes by more than 22 1/2 dcgrecs-
aeeessible cleanouts shall be provided. 

The design, construction, and location of, and the 
materials for use in building sewers are presently governed 
by the Minnesota Building Code which, in Minn. Reg. SBC 
8701, incorporates by reference the Minnesota Plumbing  
Code, Minn. Reg. MHD 120-135, and by specific provi-
sions of the Minnesota Water Well Construction Code,  
Minn. Reg. MHD 217 (c) (1) (dd), (ee) and (ff). Relevant 
portions of the Minnesota Plumbing Code, as of the date of 
enactment of this rule, are reproduced in Appendix C.  
Minn. Reg. MHD 217 (c) (1) (dd), (ee) and (if), as of the 
date of enactment of this rule, is reproduced in Appendix D.  

G. Distribution and dosing of effluent. 

1. Distribution. 

b. Pressure distribution. 

(4) Laterals shall be connected to a header pipe 
which is at least one and one-half inch and no more than two 
inches in diameter. 

Table I 

Maximum  Allowable Lateral Lengths in Feet  From Header Pipe  

Perforation Spacing 
Perf. 
Dia. 

2.5 Feet 
Pipe Dia. 

3.0 Feet 
Pipe Dia. 

1 	1/4" 1 	1/2" 1" 1 	1/4" I 	1/2" 
3/16 34 52 70 36 60 75 
7/32" 30 45 57 33 51 63 
1/4" 25 38 50 27 42 54 

2. Dosing. A dosing device is not necessary in all 
situations but, where used, shall comply with the following 
requirements. 

KEY: RULES SECTION - Underlining  indicates additions o proposed rule language. &rikeeas indicate deletions from proposed 
rule language. PROPOSED RULES SECTION - Underlining  indicates additions to existing rule language. Strike eats indicate 
deletions from existing rule language. If a proposed rule is totally new, it is designated "all new material.'' 
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WPC 40 
b. Dosing devices for gravity distribution. 

(1) Where a dosing device is employed, A a 
pump or siphon shall deliver the dose to the soil treatment 
unit for gravity distribution over the soil treatment area. 

c. Dosing devices for pressure distribution. 

5 750 450 294 
6 900 525 332 

(3) For other establishments, the daily sewage 
flow shall be determined as provided in section (B) (33).  

(4) The soil treatment area shall be at least as 
large as set forth in Table III. 

(2) The pump discharge capacity shall be at least 
0 seven and one-half gallons per minute for a thcee bed-

ceem ec smaller dwelling aed as+ additional ea gallons pec 
minute fec eaeh bcdroom above three. Fec ether establish-
mcnts, the pamp discharge shal4 be tea gallons per minutc fec 
eaeh 2O gallons per day ef sewage flew ec 'O gallons per 
minute, whichcvcr is greater. each 100 square feet of soil 
treatment area. 

Percolation Rate 
(Minutes per inch) 

Table III 

Required Soil Treatment 
Area in Square Feet 
(Per Gallon of Waste 
Sewage Flow per Day) 

Faster than 0.1** 
0.1 to 
6 to 15 
16 to 30 
31 to 45 
46 to 60 
Slower than 60**** 

  

0.83 
1.27 
1.67 
2.00 
2.20 

(4) The quantity of effluent delivered for each 
pump cycle shall be eqttal te  no greater than  25 percent of 
one day's sewage flow ec 200 gallons, whichever is greater. 

  

H. Final treatment and disposal. 

2. Standard system. 

a. Sizing. 

(1) The required soil treatment area shall be de-
termined by number ef bedrooms {see sections fR 63 aed 
(C)(2)(e)1 the daily sewage flow and the percolation rate of 
the soil.  fec dwellings-i  the se ef the areas required fec eaeli 
individual tmit fec multiple residential aaits- and by the daily 
sewage flew fec ether establishments. See section (b (33). 

(2 The minimum sell treatment area required fec 
any dwelling shall provide fec at least twa bcdrooms 

f3 (2) Estimates ef Acceptable methods for es-
timating sewage flow for dwellings are given in Table II. 
The minimum daily sewage flow estimated for any dwelling 
shall provide for at least two bedrooms. For multiple resi-
dential units, the estimated daily sewage flow shall consist 
of the sum of the flows of each individual units.  

Table II 
Sewage Flow (Gallons Per Day) 

&ae Classification of D welling * 
Number of Bedrooms 	I 	II 	III 	IV 

2 300 225 180 
3 450 300 218 
4 600 375 256 

b. Location. 

(1) On slopes in excess of 12 percent, the soil 
profile shall be carefully evaluated in the location of the 
proposed soil treatment system and downslope to identify 
the presence of layers with different permeabilities that may 
cause sidehill seepage. In no case shall a trench be located 
within 15 feet of where such a layer surfacing surfaces on 
the downslope. 

c. Design and construction. 

(9) Distribution pipes - gravity distribution. 

*Table II is based on the following formulas: 

Sloe  Classification I: Sewage Flow = 150 (# of Bedrooms) 

Sloe Classification  II: Sewage Flow = 75 (# of Bedrooms + 1) 

Ssze  Classification III: Sewage Flow 66 + 38 (# of 
Bedrooms + 1) 

Sloe Classification IV: (Grcywatcr System3 Sewage Flow - 
6O ef She average flow If a greywater system is employed pursuant to 
Appendix A, section (D) (2), estimated sewage flow shall equal 60% of 
the amount provided in Column I, II, or III of Table II.  

**Soil is unsuitable for standard system if percolation rate is 
less than 0.1 minutes per inch. See Appendix A, section (C) (5). 

***Consider alternative sewage treatment systems for soils 
with this percolation rate range. See Appendix A, section (C) (5). 

****Soil is unsuitable for standard system if percolation rate is 
slower than 60 minutes per inch. See Appendix A, section (C) (4). 
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Feature  
Water Supply well less than 50 feet 
deep and not encountering at least 
ten feet of impervious material 

Sewage 	Soil Treat- 
Tank 	ment Area 

  

4O* 

Any other water supply well or 
buried water suction pipe 

Buried pipe distributing water 
under pressure 

Buildings 	 10 	20 

Properly Lines 	 10 	10 

The Ordinary High Water Mark of: 

Natural Environment Lakes and 
Rivers 

Recreational Development Lakes 
and Strams 

General Development Lakes and 
Streams 

Wild Rivers 

RULES 	
(c) Agriculture drain tile shall be in 12-inch 

lengths and laid with este heif one-fourth inch open joints on 
grade boards. All open joints shall be protected on top by 
strips of asphalt-treated building paper at least ten inches 
long and three to six inches wide or by other acceptable 
means. 

Scenic Rivers 

Recreational Rivers and 
Designated Tributaries of Wild 
Scenic, and Recreational Rivers 

WPC 40 
4O 	4OO 

(10) Pressure distribution. 

(b) Perforations shall be sized and spaced as 
shown in Table 14 I set forth ie following section 
EI4E2Ea(3). (G) (1) (b) (4).  

(12) The Gravity distribution pipes in beds shall 
be uniformly spaced no more than five feet apart and not 
more than 30 inches from the side walls of the bed. 

d. Dual field. 

(3) A part of the soil treatment area shall be used 
no more than one year unless inspection of the effluent level 
indicates that a longer duration can be used. 

TABLE IV 
Minimum Setback Distances (feet) 

K. Variance. In any cases where a permit is required by 
the agency, and upon application of the responsible person 
or persons, the agency finds that by reason of exceptional 
circumstances the strict enforcement of any provision of 
these standards would cause undue hardship, that disposal 
of the sewage, industrial waste or other waste is necessary 
for the public health, safety or welfare, or that strict con-
formity with the standards would be unreasonable, imprac-
tical or not feasible under the circumstances, the agency in 
its discretion may permit a variance therefrom upon such 
conditions as it may prescribe for prevention, control or 
abatement of pollution in harmony with the general purpose 
of these standards and the intent of applicable state and 
federal laws. 

APPENDIX A 

Alternative Systems 

A. General. The intent of this appendix is to provide 
guidclincs standards for the design, location, installation, 
use and maintenance of alternative sewage treatment sys-
tems in areas of limiting soil characteristics or where a 
standard system cannot be installed or is not the most suita-
ble treatment. Where such systems are employed, they shall 
comply with all local codes and ordinances, and be subject 
to timely inspections to assure adherence to specifications. 

B. Adoption and use. 

1. Where WPC 40 is administered by a local unit of 
government, those local units of government may adopt this 
appendix, in whole or in part, as part of a local code or 
ordinance. Nothing in WPC 40 or this appendix, however, 
shall require the adoption of any part of this appendix as a 
local ordinance or code. Further, nothing in WPC 40 or this 
appendix shall require local units of government to allow 
the installation of any system in this appendix. 

5 Setbacks from water supply wells and buried water pipes are 
presently governed by Minn. Reg. MHD 217 (c) (1) (dd) (cc) and (ff). These 
regulations, as of the date of enactment of this rule, are reproduced in Appendix D. 

**Setbacks  from lakes, rivers and streams are presently governed by 
Minn. Reg. Cons. 72 (b) (4), NR 79 (d) (2) and NR 83 (d) (2) (dd). These 
regulations, as of the date of enactment of this rule, are reproduced in Appendix C.  

KEY: RULES SECTION - Underlining indicates additions to proposed rule language. 4i4keouta indicate deletions from proposed 
rule language. PROPOSED RULES SECTION - Underlining indicates additions to existing rule language. St4ke e4s indicate 
deletions from existing rule language. If a proposed rule is totally new, it is designated ''all new material.'' 
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2. Whefe these standards ai'e administered hy the 

Ageaey ec the Minnseta Department ef 14ealth- these 
steaderds This Appendix defines the minimum requirements 
for alternative systems  serving establishments or facilities 
licensed or otherwise regulated by the State of Minnesota or 
this agency, pursuant to section (C) (1) (a).  

C. Class I alternatives - modified standard systems. 

5. Rapidly permeable soils. 

a. Filter material for a soil treatment unit tsinggra'-. 
ity distribution ef cffiucnt shall not be placed in contact with 
original soil having a percolation rate faster than one-tenth 
minute per inch. 

D. Class II alternatives - reduced area systems. 

2. Separate toilet waste and greywater systems. 

b. Toilet waste treatment devices. 

(2) Type I - privies. 

(h) All liquids and seils  solids removed from a 
vault privy shall be treated and disposed of by application in 
accordance with the agency's septage disposal guidelines. 

E. Class Ill Alternatives - advanced alternative system. 

1. Mounds. 

o. Gravity distribution. 

(6) The quantity of effluent per pump dose shall 
be at least .149 gallons per bedroom fec dwc1lings Fec other 
estabtishmcnts the dese shall be at least 25 percent of the 
estimated or measured daily sewage flow. 

p. Pressure distribution. 

(1) Perforation holes shall be as set forth in Table 
I set forth in section (G) (1) (b) (4). Holes shall be drilled 
straight into the pipe and not at an angle. 

2. Collector systems. 

b. Design. 

(3) Sewers. 

(a) Sewer systems shall be designed on an es-
timated average daily flow for dwellings based on Table II, 
set forth in section (H) (2) (a) (33 (2), plus estimated flows 
from other establishments. 

4. Seepage pits. 

c. Seepage pits, in addition to the general provi-
sions aeder section EH 3 e3  specified in Table IV follow-
ing section (H) (2) (d) (3),  shall be set back not less than the 
stated minimum distances from the following: 

(1) Wells less than 50 feet in depth and not en-
countering at least 10 feet of impervious material. .150 ft. 

(2) Any water supply well or buried water suction 
pipe 	  75 ft. 

(3) Buildings 	  20 ft. 

(4) Property lines and buried pipe distributing 
water under pressure 	  10 ft. 

(5) Other seepage pits 	 three times the 
diameter of the largest pit (edge to edge). 

d. Effective soil treatment area of a seepage pit shall 
be calculated as the sidewall area below the inlet, exclusive 
of any hardpan, rock or clay formations. The sidewall area 
shall be based on the outer diameter of the pit lining plus 12 
inches of rock in the annular space. 

(1) Required treatment area shall be determined 
by the percolation test described in section (D) and from 
Tables II and III, set forth in sections (H) (2) (a) 9  (2) and 
(4), with no reduction for increased ifiter material below or 
around the pit. In no case shall a seepage pit be installed in 
soils where the percolation rate of any stratum is faster than 
one-tenth minute per inch (coarse sand). A percolation test 
shall be made in each vertical stratum penetrated by the 
seepage pit, and the weighted average of the results, exclu-
sive of results from soil strata in which the percolation rate 
is slower than 30 minutes per inch, shall be computed and 
applied to the seepage bed column of Table III as indicated. 

F. Class IV alternatives - holding tanks. 

6. Location. Holding tanks shall be located: 

b. As specified for septic tanks in Table IIV, set 
forth ia following section 3(-1.)E$ (H) (2) (d) (3). 

S 
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APPENDIX C 

MUD 123 Materials 

(a) Quality of Materials. All materials used in any drainage or plumb-
ing system or part thereof, shall be free from defects, and no materials 
which are damaged or defective, shall knowingly be installed. 

(b) Identification of Materials. All materials must be marked, unless 
otherwise easily identifiable, so as to provide a visual means of identifica-
tion as to types, grades, weights, sod strengths. The installer shall, as far as 
possible, position the identification marks so as to provide ease of inspection 
by the Administrative Authority. 

(c) Standards for Plumbing Materials 
(1) Approved Materials. A material shall be considered approved if 

it meets one or more of the standards cited in Table 123(c)(3) Standards fo? 
Plumbing Materials. Materials not listed in Table 123(c)(3) shall be used 
only as provided for in MHD 1 22(h)(3), or as permitted elsewhere in this 
Code. 

(2) AbbreviatIons. Abbreviations in Table 123(c)(3) refer to the 
following: 

ANSI - American National Standards Institute 
10 East 40th Street 
New York, New York 10016 

ASTM - American Society for Testing and Materials 
1916 Race Street 
Philadelphia, Pennsylvania 19103 

AWWA - American Water Works Association 
2 Park Avenue 
New York City, New York 10016 

CS - Commercial Standards Available From: 
Commodity Standards Division 
Office of Industry and Commerce 
U. S. Department of Commerce 
Washington, D. C. 20234 

FS - Federal Specifications Available From: 
Federal Supply Service 
Standards Division—General Services Administration 
Washington, D. C. 20406 

NSF - National Sanitation Foundation 
Ann Arbor, Michigan 48106 

FHA - Federal Housing Authority 
Architectural Standards Division 
Washington, D. C. 

TABLE 123 (C) (3) 
STANDARDS FOR PLUMBING MATERIALS 

DESCRIPTION 
	

ANSI ASTM 	ES 
	

OTHER 

I. CAST IRON PIPE & FITTINGS 	
 
A21.2 
A21.6 A-74 	WW.P.401C 	C5188 

La. Ca,t Iron Pipe & Fitting. 	 A21.8 
E,,r. Ilrnvy 

lB Ca,t Iron Pipe Centriftgally 
Ca,t only end OtterS, 	 A21.6 

	
A.74 
	

WW.P.401C 	CS1SS 
Sern,cr Wright 	 A21.8 

IC Ce,t Iron Mechenicol 	 A21.lI 
(Gland Typo) Pipe 	 A21.2 

	
WW.P.421n 

A21.6 
50 Cart Iron Mechanical 	 A21.$ 

(Gland Type) Pipe 
Cement Lined 	 A21.4 

A21.2 
As 1.6 
A21.S 

1E Ce,t Iron Short Body Water 
Service Fitting. )2'.12') 	 A21.10 

	
AWWA CbS 

iF Ce,t leon Threedod Pipe 	 A40.S 
50 High Silicon Pipe, Fitting, 

lB Cast Iron Threeded Fitting. 	 B18.4 
	

WW.P-501 
Black and galvanized l25 

1J Ce,t Iron Dreieego Fittiag, 	 B16.12 
	

WW-P-495 
Black and Galveniecd 

1K Ruble,. Coat Iran Pipe 
and Fittiega (amended 8.21.72) 

	
CISPI Standard 
301.65T 

V. SILICA AND EARTH PRODUCTS PIPE AND FITTINGS. NON METALLIC 

5A A,he,to.—Crmrnt 	 C500 
	

&S.P351 
Presence Pipe and Fitting 	C286 

SB A,bcaton—Cement 
Weter Pipe end Fitting. 	C500 

	
SS.P.35l 	AWWA C400  

SC Aebonto,—Uemrnt 
Non Presaure Pipe end Fitting. 	C428 

SD Aehcnto.—Crmcnt 
Peefornted Underdre.ia Pipe nod Fitting 	 C5OS 

SE Vitrified CIa Pipe, Standard 	C13 
Strength and Stronger fitting. 	CISO 

SF U laned Clay Pipe, Entce Strength 
an&fittiege 	C278 

SG Perfarated Clay Pipe and Fitting. 	Call 
551 Borenifloote Glean Pipe end Fitting. 60 pal 	 
53 Non Reinforced Cennrote Drnintiln 	C412 
5K Ne. Reinforced Cancrete Pipe 	  
SL Peeforatod Concrete Pipe, Undsedenineg, 	 
SM Reinforced Concrete Pipe 	  
SN Reinforced and Prrntces.ed Concrete Pipe, 

Freemen Type end Fitting. 	  
50 Bitominized Fihr Drain and Sewer Pipe 	 
5P Perforated Bitaminiurd Piker Pipe for 

Grncral Deeiaage 	  

VI. PLASTIC PIPE AND FITTINGS 
DRAIN, WASTE AND VENT 

6A Acrylae.itrile-Botedirne.Styrene (ABS) 	D2665 	L.P.322a 	HSF14 
Type 1, Schedale 40 	 FHA.MPS 	C5270 

6B Polyvinyl Chloride (pvc) 	D2605 	L.P.320a 	NSF14 
Schedule 40 Unthreaded 	 FSIA.MpS 	CS272 
Schedule 80 con he threaded 
BUILDING SEWER 	 L.P.00122l 

6C (1) Styrnne—Ruhbnr 	02852 	(Filed 4-5.73) C522S 
6C 12) P01 viny: Chloride (pvc) 	D3S33 	FHA.UM.26 

(Amended 4.3.72) 	 03034 	WW.P.00380o 

(d) Piping System MaterIals 

(4) Building Sewers 

(aa) Cast Iron 1A and lB and fittings and Hubless Cast Iron 1K. 
(Amended 6-26-72) 

(bb) Cast Iron 1C and 1D with 1E fittings. 

(cc) Asbestos Cement 5A and SC and fittings laid on a continuous 
granular bed and only in yard areas. 

(dd) Clay pipe and fittings SE laid on a continuous granular bed. 

(ee) Concrete pipe 5K in yard areas and not under permanent 
streets, laid on a Continuous granular bed. 

(If) Concrete 5N. 

(gg) Plastic 6A, 6B, 6C(l), and 6C(2) laid on a continuous gran-
ular bed in yard areas. (Amended 4.5.73) 

(hh) Bilunsinized-fiher drain and sewer pipe 50, laid on a continuous 
granular bed. (A mended 8-31.72) 

MHD 124 JoInts and Connections 

(a) Types of Joints for Piping Materials 
(1) Tightness. Joints and connections in the plumbing system shall 

be gastight and watertight for the pressure required by test, with the 
exception of those portions of perforated or open joint piping which are 
installed for the purpose of collecting and conveying ground or seepage 
water. 

(2) Types of Joints 

(as) Caulked Joints. Caulked joints for cast-iron bell and spigot 
soil pipe shall be firmly packed with oakum or hemp and filled with molten 
lead not less than 1 inch deep and shall extend not more than l/g  inch below 
rim of hub. No paint, varnish, or any other castings shall be permitted on 
the jointing material until after the joint has been tested and approved, 
Lead shall be caulked tight. 

(bb) Threaded Joints—Screwed Joints. Threaded joints shall con-
form to American National taper pipe thread, ASA - B2. 1 - 1945 or FS 
GGG - P - 35 la. All burrs shall be removed, Pipe ends shall be reamed out 
to size of bore and chips removed. Pipe joint compound shall be used on 
male th'reads only. 

(cc) Wiped Joints. Joints in lead pipe or fittings, or between lead 
pipe or fittings and brass or copper pipe, ferrules, solder nipples, or traps, 
shall be full wiped joints. Wiped joints shall have an exposed surface on 
each side of the joint not less than ^ inch, and a minimum thickness st the 
thickest part of the joint of not less than ^ inch. Joints between lead pipe 
and cast iron, steel, or wrought iron shall be made by means of a 
caulking ferrule, soldering nipple, or bushing. 

XX.P-33l 

Cl4 	SS-P.371 
C444 
C76 	55.p.375 

AASHO Ml78 
AASHO M88 

01860 	SS.P.1540A 	(Amended 8.31.72) 

02311 	SS.P.IS4OA 	(Amended 8-31.72) 
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(dd) Soldered or Brazed Joints. Joints with copper tube with solder 

joint fittings shall be soldered or brazed. Surfaces to be soldered or brazed 
shall be thoroughly cleaned. Joints to be soldered shall be properly fluxed 
with non-corrosive paste type flux. Solder used for joints shall have a nominal 
composition of 50% tin and 50% lead, or 95% tin and 5% antimony, 
conforming to ASTM Standard Specification for soft solder metal 
B32-60T. Joints to be brazed shall be properly fluxed with a flux Suit-
able for brazing material which is used. Brazing material shall conform to 
ASTM Standard Specification for Brazing Filler Metal B260-52T. 

(cc) flared Joints, flared joints for soft copper water tubing 
shall be made with fittings meeting approved standards. (See Table 
123(c)(3)) The tubing shall be reamed and expanded with proper flaring 
tools. 

(if) Hot-poured Joints. Hot-poured compound for clay or con-
crete sewer pipe, or other materials, shall not be water absorbent, and when 
poured against a dry surface shall have a bond of not less than 100 pounds 
per square inch. All surfaces of the joint shall be clean and dried before 
pouring. If wet surfaces are unavoidable, a suitable primer shall be applied. 

The compound shall not soften sufficiently to destroy the effectiveness 
of the joint when subjected to a temperature of 160' Fahrenheit nor solu. 
able in any of the waste carried by the drainage system. Approximately 25% 
of the joint space at the base of the socket shall be filled with jute or 
hemp. A pouring collar, rope, or other dcvi'e shall be used to hold the 
hot compound when pouring. Each joint shall be poured in one operation 
until the joint is ifiled. Joints shall not be tested until one hour after 
pouring. 

(gg) Cold Joint Compound (Tar Base). Cold joint compound (tsr 
base) for clay and concrete pipe shall not be water absorbent, and shall 
bond itself to vitrified clay and concrete pipe. Half of the joint must be 
packed with oakum, and the remainder with cold tar compound. 

(hh) Gasket Type Joints, Resilient Rubber Joints for Clay or Con-
crete, flexible joints between lengths of clay or concrete pipe may be 
made by using approved resilient or rubber materials, both on the spigot 
end and in the bell end of the pipe. 

(ii) Cement Mortar Joints. Except for repairs and connections of 
existing lines constructed with such joints, cement mortar joints are pro-
hibited. Where permitted, cement mortar joints shall be made in the fol-
lowing mariner: A layer of jute or hemp shall be inserted into the base of 
the annular joint space and packed tightly to prevent mortar from entering 
the interior of the pipe or fitting. Not more than 25% of the annular space 
shall be used for jute or hemp. The remaining space shall be filled in one 
continuous operation with a thoroughly mixed mortar composed of one 
part cement and two parts sand, with only sufficient water to make the 
mixture workable by hand. Additional mortar of the same composition 
shall then be applied to form a one to one slope with the barrel of the 
pipe. The bell or hub of the pipe shall be left exposed and when neces-
sary the interior of the pipe shall be swabbed to remove any mortar or other 
material which may have found its way into such pipe. 

(jj) Burned Lead Joints. Burned (welded) lead joints shall be 
fused together to form a uniform weld at least as thick as the lead being 
joined. 

(kk) Asbestos Cement Sewer Pipe Joints. Joints in asbestos cement 
pipe shall be made with sleeve couplings of the same composition as the 
pipe, sealed with rubber rings. Joints between asbestos cement pipe and 
metal pipe shall be made by means of an adapter coupling caulked as 
required in MHD 124(a)(2)(aa). No adapted coupling shall be used that 
does not have a center ridge. Pipe must not be able to pass through the 
coupling. 

(II) Mechanical Joints 

(Il-I) Mechanical Joints for Cast-Iron Water Pipe. Mechanical 
joints in cast-iron water pipe shall be made by means of a flanged collar 
and rubber ring gasket, secured by the use of an adequate number of 
steel bolts. The rubber sealing ring shall conform to A.S.A. A21-Point 
11 Requirements. 

(11-2) MechanIcal Joints in Cast-Iron Soil Pipe. Mechanical joints 
in cast-iron soil pipe shall be made by means of a preformed molded rubber 
ring, secured by pulling the pipe and fittings together in such a way as to 
compress the molded rubber ring in a manner that will assure a gas and 
water light joint. The rubber sealing ring shall conform to A.S.T.M. 564-65 
requirements. 

(11-3) MechanIcal Joints in Chemical Waste Pipe. Mechanical joints 
in chemical waste pipe, of prestressed, low-expansion borosiicate glass pipe 
and high silicon content cast-iron pipe, shall be joined by means of a stain- 

less steel corrosion resistant clamp assembly, or a clamp assembly utilizing a 
fiberglass reinforced nylon shell surrounding a sealing sleeve of an elaato-
meric material containing an approved scid and corrosion resistant seal ring 
or gasket in such a manner that the sleeve and ring seal or gasket are firmly 
compressed by the tightening device in order that a gas and waler tight joint 
is provided. The sleeves or bands for this type joint shall be marked with the 
words 'All Stainless", or the recognized abbreviation therefore, and marked 
with the pipe size for which its use is intended. Fiberglass reinforced shells 
must bear the manufacturer name. The sleeve must be used as factory 
assembled. During installation assembly, the pipe or fittings must be inserted 
into the sleeve so as to be firmly seated against the center rib or shoulder of 
the gasket, and on all field cut lengths the ends must be as square and smooth 
as possible. (Amended 6-26-72) 

(11-4) Mechanical Joints in Hubless Cast Iron Soil Pipe. Mechani-
cal joints for hubless cast iron soil pipe and fittings shall be made by using a 
neoprene sleeve and stainless steel retaining band as specified in CISPI 
standard 301. (Amended 6-26-72) 

(11-5) Mechanical Pipe Couplings and Fittings. Couplings shall be 
made with the housing fabricated in two or more parts of malkable iron 
castings in accordance with Federal Specification QQ-I-666c, Grand II, or 
with ASTM A47 or ASTM A339. The coupling gasket shall be molded syn-
thetic rubber, per ASTM D-735-61, Grade No. R615BZ. Coupling bolts 
shall be oval neck track head type with hexagonal heavy nuts, per ASTM-A-
183-60, or ASTM A325. 

Pipe fittings used with these pipe couplings shall be fabricated or malleable 
iron castings in accordance with Federal Specifications QQ-l-666c, Grade II, 
or with ASTM A47; ductile iron ASTM A339; segweld steel ASTM53 or 
A106. 

These couplings and fittings may be used above ground, for storm drains 
and leaders and for water distribution pipe provided exposed parts in contact 
with water are galvanized. (Amended 6-26-72) 

(mm) Plastic Joints. Every joint in plastic piping shall be made 
with approved fittings by either solvent welded or fusion welded connec-
tions or with approved insert fittings and metal clamps and screws of cor-
rosion resistant material or threaded joints according to accepted standards. 
All solvent materials must meet approved recognized standards. 

(nn) Bituminized Fiber Drain Pipe Joints. Pipe and bends shall be 
provided with accurately machined or molded tapered joints, and a taper- 
sleeve coupling shall be provided for each length of pipe and for each bend. 
The slope of the taper in both pipe and coupling shall be 2'. (Amended 
6.2 6-72) 

(3) Use of Joints 
(aa) Clay Sewer Pipe. Joints in clay sewer pipe, or between such 

pipe and metal pipe shall be made as provided in MHD 124(a)(2)(ff),t.gg), 
(hh), and (ii). 

(bb) Concrete Sewer Pipe. Joints in concrete sewer pipe, or be-
tween pipe and metal pipe, shall be made by means as provided in 
MIlD 124(a)(2)(ff),(gg),(hh) and (ii). 

(cc) Cast-Iron Pipe. Joints in cast-iron shall be either caulked or 
screwed, as provided in MIlD 124(a)(2)(aa),(bb), and (cc). 

(dd) Cast-Iron Soil Pipe, Joints in cast-iron soil pipe may be made 
by means as provided in MIlD 124(a)(2)(aa) or (11-2). 

(cc) Threaded Pipe to Cast-Iron. Every joint between wrought iron, 
steel, brass, copper and cast-iron pipe shall be either caulked or threaded 
joints as provided in MIlD 124(a)(2)(aa),(bb) and (cc) and shall be made 
with approved adapter fittings, 

(ff) Lead to Cast-Iron, Wrought Iron and Steel Joints between 
lead and cast-iron, wrought iron, or steel shall be made by means of 
wiped joints to a caulking ferrule, soldering nipple or bushing as provided 
in MHD 1 24(a)(2)(cc). 

(gg) Copper Water Tube. Joints in copper water tubing shall be 
made either by the appropriate use of approved brass or wrought copper 
water fittings properly soldered or brazed, or by means of approved flared 
fittings as provided in MHD I 24(a)(2)(ee). 

(hh) Plastic Pipe Joints. Joints in plastic pipe or between plastic 
and cast-iron, steel, brass or copper pipe shall be made as provided in 
MHD 124(a)(2)(mm). 

KEY: RULES SECTION - Underlining indicates additions to proposed rule language. S ikeeus indicate deletions from proposed 
rule language. PROPOSED RULES SECTION - Underlining indicates additions to existing rule language. Sts'ike ot^ts indicate 
deletions from existing rule language. If a proposed rule is totally new, it is designated ''all new material." 
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(ii) Bitumirnzed Fiber Pipe Joints. Joints in bituminized fiber pipe 

shall be made as provided for in MHD l24(a)(2)(nn). (Amended 6-26-72) 

(4) Special Joints 
(as) Copper Tubing to Threaded Pipe Joints. Joints from copper 

tubing to threaded pipe shall be made by the use of brass or copper 
adapter fittings. The joint between the copper pipe and fitting shall be 
properly soldered, brazed or flared. 

(bb) Cast-Iron to Copper Tube. Caulked joints between copper 
tubing and cast-iron soil pipe shall be made by means of brass or copper 
ferrules or other approved adapter fittings. 

(cc) Slip Joints. In drainage piping, slip joints shall be used only 
on the inlet side of the trap or in the trap seal. Every slip joint shall be 
made using approved packings of gasket material or approved ground 
joint brass compression rings. Ground faced connections which allow 
adjustments of tubing but provide a durable rigid joint when made up 
shall not be considered as a slip joint. 

(dd) Expansion Joints. Every expansion joint shall be of an ap. 
proved type and the material used in its manufacture shall be compatible 
with the type of piping in which it is installed. Every expansion joint, other 
than an expansion loop, shall be accessible. (Also see MHD 133(i)) 

(cc) Bituminized Fiber to Other Types of Pipe. When connecting 
bituminized fiber pipe to other types of materials, only approved types of 
fittings and adaptors designed for the specific transition intended shall be 
used. (Amended 6-26-72) 

(5) Flanged Fixture Connections. Fixture connections between drainage 
pipes and water closets, pedestal urinals, and earthenware trap standards shall 
be made by means of brass, plastic, or iron flanges, caulked, soldered, solvent 
welded, or screwed to the drainage pipe. The connection shall be bolted, 
with an approved gasket, washer or setting compound between the earthen-
ware and the connection. Floor flanges of other equivalent materials may be 
used when approved by the Administrative Authority. 

The bottom of the floor flange shall be set on the top of the finished 
floor or on a structurally firm base. Closet bends or stubs must be cut off 
so as to present a smooth surface, even with the top of the closet flange. 
Use of commercial putty or plastic as fixture setting compound is prohibited. 

(6) Prohibited Joints and Connections. See MHD 13l(b)(3). 

(7) Increasers and Reducers. Brass or cast-iron body cleanouts 
shall not be used as a reducer or adapter from cast-iron soil pipe to steel or 
wrought iron pipe. Where different sizes of pipe or pipes and fittings are to 
be connected, the proper size increasers, reducers, or reducing fittings shall 
be used between the two sizes. Hexagon screwed bushings shall not be used 
in drainage piping. 

MIlD 125 Traps and aean Outs 

(b) Drainage Pipe Cleanouts 

(1) Location. There shall be at least 2 cleanouts in the building drain, 
one at or near the base of the stack and one near the connection between 
the building drain and the building sewer. The cleanout at the outside wail 
may be inside or outside the building, and shall be made with a full "Y" 
branch fittmg and shall extend at least 2 inches above grade or finished 
floor, except that the Administrative Authority may grant permission to 
use a flush cover in traffic areas. 

A cleanout which is easily accessible shall be provided at or near the 
foot of each vertical soil or waste stack. 

Each horizontal branch drain pipe shall be provided with a cleanout at 
its upper terminal, except that a fixture trap or a fixture with an integral 
trap, readily removable without disturbing concealed piping, may be ac-
cepted as a cleanout equivalent for this purpose. 

(2) Size of Cleanouts. The cleanout shall be of the same nominal 
sie as the pipes they serve up to 4 inches in diameter and not less than 
4 inches for larger piping. 

The distance between cleanouts in horizontal piping shall not exceed 
50 feet for 3 inch or less in size and not over 100 feet for 4 inch and over 
in size. 

(3) Cleanout Materials. The bodies of cleanout ferrules shall be 
made to standard nine sizes, conform in thickness to that required for pipe 
and fittings of the same material and extend not less than ¼ inch above 
the bob. The cleanout cover or plug shall be of brass, cast-iron or ap-
proved plastic and be provided with a raised nut or recessed socket for 
removal. 

Cleanouts for cast-iron soil pipe shall have cleanout covers made of 
brass and conform to specifications and details as shown in Figure 125(b)(3). 
Appendix B. 

(4) Cleanouts to be Accessible. Each cleanout, unless installed under 
an approved cover plate or left flush with the finished floor, shall be at 
least 2 inches above grade, readily accessible and shall not be covered 
with cement, plaster, or other permanent finish material. Where a soil 
stack cleanout is located within 10 feet of where the building drain leaves 
the building, the cleanout at the outside wall may be eliminated. 

MIlD 131 Drainage Systems 

(a) Determining Size of Drainage System 
(1) Load on Drainage Piping. The load on drainage system piping 

shall be computed in terms of drainage fixture units in accordance with 
Table 131 (a)( I) and MHD 131 (a)( I )(aa), except the Administrative Authority 
may allow variations where it is shown by a hydraulic analysis of the piping 
system, submitted to the Administrative Authority, that such variation would 
result in a more desirable flow rate in the piping system. 

TABLE 131 (a) (1) 

FIXTURE UNIT VALUES FOR VARIOUS PLUMBING FIXTURES 

Type of Fixture 
Fixture 

Unit Value 

Minimum 
Fixture 

Trap and 
drain size 

Clothes Washer (Domestic Use) 	  2 134 
Clothes Washer (Public Use in Groups of 
3 or more) 	  6 each 
Bath tub with or without shower 	  2 134 
Bidet 	  2 134 
Dental unit or cuspidor 	  1 134 
Drinking Fountain 	  1 134 
Dishwasher, Domestic 	  2 134 
Dishwasher, Commercial 	  4 2 
Floor Drain with 2 inch waste 	  2 2 
Floor drain with 3 inch waste 	  3 3 
Floor Drain with 4 inch waste 	  4 4 
Lavatory 	  1 134 
Laundry Tray (1 or 2 Compartment) 	 2 134 
Shower Stall, Domestic 	  2 134 
Shower (Gang) per head 	  1 
SINKS: 
Combination, Sink and Tray (with 
disposal unit) 	  3 134 
Combination, Sink and Tray (with one trap) 	 2 134 
Domestic 	  2 134 
Domestic, with disposal unit 	  2 134 
Surgeons 	  3 134 
Laboratory 	  1 134 
Flushrim or Bedpan washer 	  6 3 
Service 	  3 2 
Pot or Scultery 	  4 2 
Soda Fountain 	  2 134 
Commercial, Flat Rim, Bar or Counter 	 3 134 
Wash, Circular or Multiple (per set of faucets) 	 2 134 
URINAL Pedestal, Wail Hung, with 3 inch 

trap (Blowout and Syphon Jet) 	 6 3 
Wall Hung with 2 inch trap 	 3 2 
Wall Hung with 134 inch trap 	 2 134 
Trough (per 6 foot section) 	 2 134 
Stall 	  3 2 

WATER CI.OSET 	  '6 3 
Unlisted Fixture or Trap Size 

134 inch 	  1 
134 inch 	  2 
2 	inch 	  3 
234 inch 	  4 
3 	inch 	  5 
4 	inch 	  6 

(as) Values for Continuous flow. Fixture unit values for continu-
ous or semi-continuous flow into the drainage system, such as from a pump, 
sump ejector, air conditioning equipment, or similar device shall be 
computed on the basis of one fixture unit for each gallon per minute flow. 

(2) Selecting Size of Drainage Piping. Pipe sizes shall be determined 
from Table 131(a)(2)A and Table 131(a)(2)B on the basis of drainage load 
computed from Tible 131(a)(1) and MIlD l31(a)(l)(aa). 

TABLE 131 (a) (2)A 
MAXIMUM LOADS FOR HORIZONTAL DRAINS 

IN FIXTURE UNITS 
Building Sewer, Building Drain and Building 

Drain Branches-from Stacks" 
Horizontal 	  

Fixture 	 Slope 
 Branch- 

34 in/ft. 1/16 in/ft. 34 in/ft. 	34 in/ft. 	34 In/ft. 
(f.u.) 	(f.u.) 	(f.u.) 	(f.u.) 	(f.u.) 

Diameter 
of 

Drain 
(inches) 

13( 
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1 3 
2 6 21 26 
214 12 24 31 
3" 32°• 36° 42* 50" 
4 160 180 216 250 
5 360 390 480 575 
6 620 700 840 1,000 
8 1,400 1,600 1,920 2,300 

10 2,500 2,900 3,500 4,200 
12 3,900 4,600 5,600 6,700 
15 7,000 8,300 10,000 12,000 

ainclude. l-loriaontal Bronohe. of tho Boildiag Drain. 
°°No water cloneS shell discharge into n drain los. than 3 inch. 

"Not over 2 Water CIo,ota. 
""Every building drain Shut receive. the diarbarco of (3) or ,ao,e astor closets, shali not bs 

leon than 4 mob in dion,eter. (Av,odcd 7-26-73) 

(3) Minimum Size of Soil and Waste Stacks. No soil or waste stack 
shall be smaller than the largest horizontal branch connected thereto except 
that a 4x3 water closet connection shall not be considered as a reduction in 
pipe size. 

(4) Minimum Size of Stack Vent or Vent Stack. Any structure in 
which a building drain is installed shall have at least one stack vent or vent 
stack carried full size through the roof not less than 3 inches in diameter. 
Where one or more soil stacks are required to extend through the roof un-
diminished in size they should be the stack or stacks most remote from the 
location where the building drain leaves tL building. When a soil or waste 
stack receives the discharge of fixtures located on 2 or more floors, and the 
uppermost fixture is located 3 or more floors above the building drain, 
such Slack and stack vent shall continue undiminished in size through the 
roof. (Amended 4-5-73) 

(5) Provision for Future Fixtures. When provision is made for future 
installation of fixtures, those provided for shall be considered in determining 
the required sizes of drain and vent pipes. Construction to provide for such 
future installations shall be terminated with a plugged fitting or fittings. 

TABLE 131 (a) (2)B 

MAXIMUM LOADS FOR SOIL AND WASTE STACKS IN 
FIXTURE UNITS 

Diameter 
of 

Stack 

Stacks of not 
more than 
3 storiea or 

Bra ncu 
intervals 

Stacks of more 
than 3 stories 

or Branch 
intervals 

Total 
at One 

Story or 
Branch 
Interval 

134° 
114° 
2° 
214 
3 

2 
4 
9 

20 
36°" 

2 
4 

18 
42 
72 no a 

2 
6 
9 

24" 
4 240 500 90 
5 540 1,100 200 
6 960 1,900 350 
8 3,600 600 

10 5,600 1,000 
12 8,400 1,500 

°No water closot. permitted. 
"Not acer 2 water closet, permitted. 

e.aN0t over 6 water clo,et. permitted, end not over 6 braocb interval. on a 3 inch soil stack. 
(A mended 12-26-72) 

(6) MinImum SIze of Underground Drainage Piping. No portion of 
the drainage system installed underground shall be less than 2 inches in 
diameter. 

(7) SizIng of Offsets on Drainage Piping 
(aa) Offsets of 45 Derees or Less. An offset in a vertical stack with 

a change of direction of 45 or less from the vertical, may be sized as a 
straight vertical stack. 

(bb) Offsets of more than 45 Degrees. A stack with an offset of 
more than 45 degrees from the vertical shall be sized as follows: 

The portion of the stack above the offset shall be sized as for a regular 
stack based on the total number of fixture Units above the offset. 

The offset shall be sized as for a building drain branch. Table 131(a) (2)A 
Maximum Loads for Horizontal Drains. 

The portion of the stack below the offset shall be sized at least as large 
as the offset. (Amended 4-5-73) 

(cc) Above Highest Branch. An offset above the highest branch 
connection is an offset in the stack vent and shall be considered only as 
it affects the developed length of the vent. 

(dd) Below Lowest Branch. In the case of an offset in a soil or 
waste stack below the lowest branch connection, there shall be no change 
in diameter required if the offset is made at an angle of not greater than 
45 degrees from the vertical. 

If such offset is made at an angle of greater than 45 degrees from the 
vertical, the required diameter of the offset and the stack below it shall 
be sized as for a building drain. (Fable l3l(a)(2)A) 

(8) Fixture Connections to an Offset of More than 45' or at Base of 
Stack. When stacks in buildings of 5 or more stories in height receive the dis-
charge of fixtures 4 or more stories above the offset, no fixtures on the floor 
at which the offset occurs shall be connected to the stack within 8 feet of 
the base of the offset measured vertically or horizontally. Said fixtures may 
also be connected into vertical section of the stack more than 2 feet below 
the offset. Fixture connections to horizontal piping at the bases of such stacks 
shall be made in the same manner, or at a point acceptable to the Admin-
istrative authority. 

(b) Drainage Piping Installation 
(1) Pitch or Horizontal Drainage Piping. Horizontal drainage piping 

shall be installed in uniform alignment at uniform slopes in accordance 
with the following requirements and in no case at a slope which will 
produce a computed velocity of less than 2 feet per second, unless otherwise 
permitted by the Administrative Authority, based on hydraulic analysis 
of the piping system. 

Size of Piping 	 Minimum Slope 
Less than 3 inches 	 1/4 inch per foot 
3 inches to 6 inches 	 1/8 inch per foot 
8 inches and over 	 1/16 inch per fool 

(2) Change in Direction. Changes in direction in drainage piping 
shall be made by the appropriate use of 45 degree wyes, 1mg or short sweep 
quarter bends, sixth, eighth, or sixteenth bends, or by combination of these 
or equivalent fittings. Single and double sanitary tees, quarter bends, and 
long turn ells may be used in drainage lines only where the direction of the 
flow is from the horizontal to the vertical. 

(aa) Short Sweeps Permitted. Short sweep bends or long turn 
ells 3 inch or larger in diameter may be used in soil or waste lines where 
the change in direction of flow is from either the horizontal to the vertical 
or from the vertical to the horizontal. 

(3) ProhibIted Fittings and Connections. No fittings having a hub in 
the direction opposite to flow, or straight tee branch shall be used as a 
drainage fitting. No fitting or connection which has an enlargement chamber 
or recess with a ledge or shoulder, or reduction in pipe area shall be used. 
No drainage or vent piping shall be drilled, tapped, or welded unless other -
wise permitted by the Administrative Authority. Fittings used for back-to 
back, wall outlet, blowout type water closet bowls shall have a baffle plate 
or other device to prevent the waste water from one water closet from enter-
ing the opposite water closet. No fixture connection shall be made to a 
closet bend. No running threads, bands, or saddles shall be used. The short 
pattern fitting in a horizontal position is prohibited in underground work. 

(as) Heel or Side-Inlet Bends. A heel or side-inlet quarter bend 
shall not be used as a vent when the inlet is placed in a horizontal position 
or any similar arrangement of pipe or fittings producing a similar effect. 

(bb) Obstruction to Flow. No fitting, connection, device or method 
of installstion which obstructs or retards the flow of water, wastes, sewage, 
or air in the drainage or venting system in an amount greater than the 
normal frictional resistance to flow, shall be used unless it is indicated as 
acceptable to this Code by having a desirable and acceptable function and 
as of ultimate benefit to the proper and continuing functioning of the plumb-
ing system. The enlargement of a 3 inch closet bend or stub to 4 inches shall 
not be considered an obstruction, provided the horizontal flow line or insert 
is continuous without forming a ledge. 

(4) Dead Ends. In the installation of a drainage system, dead ends 
shall be avoided except where necessary to extend piping for a cleanout 
so as to be accessible. 

(5) Building Drains Below Building Sewer. Building drains which can-
not be discharged to the sewer by gravity flow shall discharge into an ap-
proved watertight, gas tight vented sump or receiving tank, so located as to 
receive the sewage or wastes by gravity. From such sump or receiving tank 
the sewage or other liquid wastes shall be lifted and discharged into the 
building gravity drain by approved automatic pumping equipment. The 
system or drainage piping entering such sump shall be installed and vented 
as required in this Section for a gravity system. 

KEY: RULES SECTION - Underlining indicates additions to proposed rule language. tt4kestts indicate deletions from proposed 
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(aa) Design of Sumps 
(aal) Sumps and receiving tanks shall be constructed of poured 

concrete, metal, or other approved materials. If constructed of poured con-
crete, the walls and bottom shall be adequately reinforced and designed to 
acceptable standards. Metal sumps or tanks shall be of such thickness as 
to serve their intended purpose and shall be treated internally and externally 
to resist corrosion. 

(aa2) The discharge line from such pumping equipment shall be 
provided with an accessible back-water valve and gate valve, and if the 
gravity drainage line to which such discharge line connects is horizontal, the 
method of connection shall be from the top through a wye branch fitting. 
The minimum size of any pump or discharge pipe from a sump having a 
water closet connected thereto shall not be less than 2 inches. 

(aa3) Building drains or building sewers receiving discharge from 
any pumping equipment shall be adequately sized to prevent over-loading, 
In all buildings, other than single and 2 family dwellings, should 3 or more 
water closets discharge into the sump, duplicate pumping equipment shall 
be installed. 

(aa4) Sumps and receiving tanks shall be provided with gastight 
metal covers, except that float control or switch rods shall operate without 
binding. Such cover shall be of a bolt and gasket type or equivalent man-
hole opening to permit access for inspection, repairs, and cleaning. 

(bb) Sump Vent. The top of the sump tank shall be provided with 
a vent pipe which shall extend separately through the roof, or may 
be combined with other vent pipes. Such vent shsll be large enough 
to maintain atmospheric pressure within the sump under all normal 
operating conditions and in no case less than in accordance with the number 
of fixture units discharging into the sump. When the foregoing requirements 
are met and the vent after leaving the sump, is combined with vents from 
fixtures discharging into the sump, the size of the combined vent need not 
exceed that required for the total number of fixtures discharging into the 
sump. No vent from an air operated sewage ejector shall combine with 
other vents. 

(cc) Clear Water Sumps. Sumps and receiving tanks which receive 
only clear water drainage, and from which sewage is excluded, need not be 
air tight or vented. 

MIII) 134 InspectIon, Tests and Maintenance 
(a) Inspections. New plumbing systems and parts of existing systems 

which have been altered, extended or repaired shall be inspected and tested 
by the proper Administrative Authority to insure compliance with all the 
requirements of this Code and the installation and construction of the system 
in accordance with the approved plan and the permit, except that testing 
may be waived for work which does not include addition to, replacement, 
alteration, or relocation of any water supply, drainage or vent piping. 

All the piping shall be tested and after the plumbing fixtures have been set, 
and before the system is put into use, the system shall be given a final in-
spection and test by the proper Administrative Authority. 

(b) Notifications 
(1) It shall be the duty of the plumbing contractor to notify the proper 

Administrative Authority and the Owner, or his authorized agent orally, by 
telephone, or in writing, not less than eight working hours between the hours 
of 8 am, and 4 p.m. before the work is to be inspected or tested. 

(2) It shall be the duty of the plumbing contractor to make sure that 
the work will stand the test prescribed before giving the above notification. 

(3) If the proper Administrative Authority finds that the work will not 
stand the test, the plumbing contractor shall be required to rersotify as 
above. 

(4) If the proper Administrative Authority does not appear for an 
inspection within 24 hours of the time set, excluding Saturdays, Sundays 
and Holidays, the inspection or test shall be deemed to have been made, and 
the plumbing contractor is required to file an affidavit with the proper 
Administrative Authority that the work was installed in accordance with 
the Code, the approved plans and permit, and that it was free from defects 
and that the required tests had been made and the system found free from 
leaks; also whether the owner or his authorized agent was present when auch 
inspection or test was made. 

(c) MaterIal and Labor for Tests. The equipment, material, power, and 
labor necessary for the inspection and test shall be furnished by the plumb-
ing contractor. 

(d) Method of Testing. The air tests shall be applied to the plumbing 
drainage system in its entirety or in sections. Sections which are found satis-
factory need not be retested after completion of the entire system unless con-
sidered necessary by the proper Administrative Authority. 

(I) Rough Plumbing. Except for outside leaders and perforated or 
open drain tile, the piping of plumbing drainage and venting systems shall 
be air tested upon completion of the rough 'iping. 

(aa) The air test shall be made by attaching the air compressor or 

testing apparatus to any suitable opening and closing all other inlets and 
outlets to the system by means of proper testing plugs. Plaster paris shall not 
be used in roof terminals. 

(bb) Air shall be forced into the system until there is a uniform 
pressure of 5 pounds per square inch on the portion of the system being 
tested. The pressure shall remain constant for 15 minutes without the 
addition of air. 

(2) Finished Plumbing. After the plumbing fixtures have been set 
and their traps filled with water, their connections shall be tested and 
proven gas and water tight by plugging the stack openings on the roof and 
the building drain where it leaves the building, and air introduced into the 
system equal to the pressure of a one inch water column. Such pressure 
shall remain constant for the period of inspection without the introduction 
of additional air. 

(e) Covering of Work. No uuilding drainage or plumbing system or 
part thereof shall be covered until it has been inspected, tested, and approved 
as herein prescribed. 

(f) Uncovering of Work. If any building drainage or plumbing system 
or part thereof is covered before being regularly inspected, tested, and 
approved, as herein prescribed, it shall be uncovered upon the direction 
of the proper Administrative Authority. 

(g) Defective Work. If the inspection or test shows defects, such de-
fective work or material shall be replaced and the inspection and test re-
pealed. 

(h) Building Sewer. The building sewer shall be inspected by the proper 
Administrative Authority to insure compliance with the provisions of the 
Code. 

(k) Certificate of Approval. Upon the satisfactory completion and final 
inspection of the plumbing system, a certificate of approval shall be issued 
by the proper Administrative Authority. 

(1) Air Test of Defective Plumbing. The air test shall be used in testing 
the sanitary condition of the drainage or plumbing system of all buildings 
where there is reason to believe that it has become defective. In buildings 
condemned by the proper Administrative Authority because of insanitary 
conditions of the plumbing system, the alterations in such system shall not 
be considered as repairs, but as new plumbing. 

Where buildings are moved from one location to another, or raised for 
foundations, or where part of the plumbing system has been damaged by fire, 
storm, or other means, a final air test shall be applied and shall hold tight, 

in the opinion of the Administrative Authority it is warranted in order 
to assure a sanitary plumbing system. 

(n) Defective Fixtures. All installed fixtures found defective or in an 
insanitary condition shall be repaired, replaced, or removed upon written 
notice from the proper Administrative Authorities. 

(o) Maintenance. The plumbing system of every building shall be main-
tained in a sanitary and safe operating condition. 

APPENDIX D 
WATER WELL CONSTRUCTION CODE 

MilD 217 Location of Wells 

(c) Distance from Pollution or Contamination Sources 
(1) A well shall be at least: 

(dd) Fifty feet (50 ft.) from a buried sewer, septic tank, subsurface 
disposal field, grave, animal or poultry yard or building, privy, petroleum 
storsge tank, or any other sewage or liquid wastes that may drain into the 
soil. 

- 
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(ee) Twenty feet (20 ft.) from a buried sewer constructed of cast iron 

pipe with tested watertight joints or other material acceptable to the Board; 	 . 
or a pit or unfilled space below ground surface, except an approved basement. 	Areas of Minnesota shall apply to Wild, Scenic and Recreational river land 

use districts. (if) Wells less than 50 feet in depth and not encountering at least 10 
feet of impervious material shalt be located at least 150 feet from cesspools, 	(2) However, the provisions of Cons. 72 (b) (4) are superseded by 
leaching pits, or dry wells and at least 100 feet from a subsurface disposal 	the following setback provisions for septic tank and soil absorption 
field, manure storage pile or other source of contamination. 2 	 systems. 

Setback from the normal high 
water mark 

* * * * * 	 Wild River 	 150 feet 
Scenic River 	100 feet 
Recreational River 	75 feet 
Tributaries 	 75 feet APPENDIX E 

Cons 72 Sanitary Provisions 

***** 

(b) SEWAGE AND WASTE DISPOSAL 

***** 

(4) Septic tank and soil absorption systems shall be set back from the 
normal high water mark in accordance with class of public waters: 

(aa) On Natural Environment Lakes and Streams, at least 150 feet; 
(bb) On Recreational Development Lakes, at least 75 feet; 
(cc) On General Development Lakes and Streams, at least 50 feet. 

NR 79 Land Use Provisions 

(d) SANITARY PROVISIONS 
(1) The sanitary provision standards set forth in Mimi. Regs. Cons. 

72 of the Statewide Standards and Criteria for Management of Shoreland  

***** 

NR 83 LAND USE CONTROL PROVISIONS 

***** 

(d) Sanitary Provisions 

***** 

(2) Sewage and Waste Disposal 

***** 

(dd) Septic tank and soil absorption systems shall be set back from the 
ordinary high water mark in accordance with the class of public waters: 

(i) On Natural Environment Waters, at least 150 feet; 
(ii) On Recreational Development Waters, at least 75 feet; and 
(iii) On General Development Waters, at least 50 feet. 

KEY: RULES SECTION - Underlining indicates additions to proposed rule language. &cike etits indicate deletions from proposed 
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PROPOSED RULES 
Pursuant to Minn. Stat. § 15.0412, subd. 4, agencies 

must hold public hearings on proposed new rules and/or 
proposed amendment of existing rules. Notice of intent 
to hold a hearing must be published in the State Register 
at least 30 days prior to the date set for the hearing, 
along with the full text of the proposed new or amended 
rule. The agency shall make at least one free copy of a 
proposed rule available to any person requesting it. 

Pursuant to Minn. Stat. § 15.0412, subd. 5, when a 
statute, federal law or court order to adopt, suspend or 
repeal a rule does not allow time for the usual rulemak-
ing process, temporary rules may be proposed. Pro-
posed temporary rules are published in the State Regis-
ter, and for at least 20 days thereafter, interested per-
sons may submit data and views in writing to the propos-
ing agency. 

Department of Education 
Special Services Division 
Oftice of Public Libraries 

and Interlibrary 
Cooperation 

Proposed Temporary Rules 
Governing the Library Grant 
Program 

The State Board of Education has proposed the following 
temporary rules in response to Laws of 1978, ch. 546. Au-
thority to adopt such temporary rules is provided by Laws of 
1978, ch. 546, § 7. 

All interested persons are hereby afforded the opportunity 
for 20 days after publication of this material in the State 
Register to submit data and views on the proposed tempo-
rary rules by writing to William Asp, Director of the Office 
of Public Libraries and Inter-Library Cooperation, Min-
nesota State Department of Education, 301 Hanover Build-
ing, 480 Cedar Street, St. Paul, Minnesota 55101. Such 
publication is hereby ordered. 

Any written material received by the agency shall become 
part of the hearing record in the final adoption of the tempo-
rary rule. 

Temporary Rules as Proposed 

Chapter Forty: Libraries (all new material) 

5 MCAR § 1.0800 Grant application and review proce-
dures. 
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The Minnehaha Depot, built at East Forty-ninth St. and Minnehaha Ave. 
in Minneapolis during the 1870s, was one of three stops in the Milwaukee 
Road connecting Minneapolis with Chicago and the East. After construc-
tion of a direct route from Minneapolis to St. Paul in 1880, the depot was 
used mainly by commuters who paid five cents for the 16-mile ride. The 
depot closed In 1963 and has been restored to its Victorian appearance 
by the Minnesota Historical Society. (Drawing by Ron Hunt reprinted, 
with permission, from A Living Past: 15 Historic Places in Minnesota, 
copyright 1973, 1978 by the Minnesota Historical Society.) 

A. Who may apply. Regional library systems designated 
as eligible under provisions of Laws of 1978, ch. 546, § 5, 
subd. 3 may apply for establishment grants as specified in 
5 MCAR § 1 .0801 and for regional library basic system 
support grants as specified in 5 MCAR § 1 .0802 and for 
special project grants as specified in 5 MCAR § 1.0803. 
County and city public libraries which are participating in 
the aforementioned regional library systems may also apply 
for special project grants as specified in 5 MCAR § 1 .0803. 
The Minnesota Department of Corrections and the Minne-
sota Department of Welfare may apply for grants for 
institution library service and for library service for the blind 
and physically handicapped as specified in 5 MCAR 
§ 1.0804. 

B. Application forms. All applications for grants shall be 
made on application forms provided by the office of public 
libraries and interlibrary cooperation (OPLIC), division of 
special services, Minnesota Department of Education. Con-
tent of application form varies with each type of grant and is 
specified in 5 MCAR § 1.0801-1.0804. 

C. Application dates. All grant applications shall be filed 
on or before July 1 to be considered for funding during the 
succeeding state fiscal year provided that applications for 
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establishment grants shall be filed by regional library sys-
tems either on or before July 1 or on or before January 1, to 
be considered for funding for the succeeding twelve-month 
period. Applications for special project grants shall be filed 
on a date established annually by the state Board of Educa-
tion and published in the newsletter of OPLIC not less than 
90 days before such date. 

D. Assurances. Grant applicants shall sign a statement of 
assurance that: 

1. grant funds shall be ued only for the purpose for 
which granted as specified in the approved grant application 
or approved by the director of OPLIC in an amendment to 
the original application filed under provisions of 5 MCAR 
§ 1.0800, subd. G; 

2. a narrative report indicating program or project re-
sults accomplished and a report of grant expenditures shall 
be filed with OPLIC on forms supplied by OPLIC no later 
than 90 days after the completion of the project or program, 
or the end of the state fiscal year, whichever is earlier pro-
vided that such period allowed shall not be less than 90 
days; 

3. if participation by a regional library system or a 
member local governmental unit is discontinued, ownership 
of the discontinuing system or unit's assets, including cash 
or the fair market value thereof if such assets cannot be 
transferred by the grantee, acquired during the last three 
years of participation from establishment grant and regional 
library basic system support grant funds, shall revert to the 
Minnesota state board of education for reassignment for 
library services elsewhere; 

4. it will comply with the provisions of title VI of the 
civil rights act of 1964, (42 Usc Sec. 2000d et seq.), its 
regulations and all other applicable federal and state laws 
and regulations. 

E. Federal funds. The provisions of the library services 
and construction act, 20 USC 351 et seq. (1970), and its 
regulations shall apply to all projects and programs which 
are wholly or partially funded from grants received under 
the act. 

F. Pertinent sections of Minnesota law. The activities 
and operations of applicants which are wholly or partially 
carried out with funds received through library grant pro-
grams shall be in accordance with relevant sections of Min-
nesota law.  

5 MCAR § 1.0800 
G. Notification, review, and request for additional in-

formation. Applicants shall be notified of the receipt of their 
applications. The director of the Office of Public Libraries 
and Interlibrary cooperation shall review all applications 
for accuracy and completeness. Within 15 working days of 
receiving the application the director may request in writing 
the following additional information so that an applicant 
may more accurately or clearly describe the program or 
project for which grant funds are sought: 

1. clarification of project or program objectives to bet-
ter communicate functions or services to be performed; 

2. clarification of proposed project or program im-
plementation to better communicate how functions or serv-
ices will be performed; 

3. clarification of proposed project or program evalua-
tion to better communicate evaluation methods to be used; 

4. any other information which would strengthen or 
clarify the application. 

If the additional information requested is not pro-
vided by the applicant within ten working days after the date 
of the request for additional information, the grant applica-
tion shall be evaluated solely on the basis of the information 
it contains. 

H. Grant awards. Grants shall be awarded by the state 
Board of Education for projects and programs in compliance 
with the law and these rules, subject to the availability of 
funds and such standards as are set forth for a grant pro-
gram. All grant applicants shall be notified in writing within 
five working days of the action of the state board of educa-
tion. 

I. Amendments. If after a project or program has been 
funded, the grant recipient determines that modifications are 
necessary, the grant recipient shall file an amendment to the 
grant application. Budget modifications resulting in transfer 
from one budget category to one or more other budget 
categories of less than 20 percent of the total grant amount 
need not be filed as amendments. The grant amendment 
shall not change the purpose for which the grant was 
awarded. It shall, however, address at least one of the fol-
lowing: 

1. modification of the scope or duration of the project 
or program, judged by the grant recipient to be necessary 

KEY: RULES SECTION —Underlining indicates additions to proposed rule language. S keøs+ts indicate deletions from proposed 
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S 5 MCAR § 1.0800 
based on the amount of funds granted or knowledge ac-
quired in operating the project or program; 

2. modification of project or program objectives, steps 
in implementation or evaluation judged by the grant recipi-
ent to be necessary based on knowledge acquired in operat-
ing the project or program; 

3. modification of the budget of the project or pro-
gram, within limits of the amount of the grant and amount-
ing to more than 20 percent of the total grant amount, 
judged by the recipient to be necessary to most economi-
cally and practically achieve project objectives. 

All amendments shall be filed in writing with the in-
formation the recipient determines is necessary to accurately 
and completely explain the need for the amendment. 

The director of the Office of Public Libraries and 
Interlibrary Cooperation shall review all amendments and 
shall use the following standards in determining whether an 
amendment is approved: 

1. the basic purposes for which funds were granted are 
not altered by the modifications; and/or 

2. the proposed modifications result in improved 
project or program efficiency in terms of cost savings for 
equipment, materials, time or personnel, and/or 

3. the proposed modifications result in improved 
project or program effectiveness in terms of greater quan-
tities or qualities of service provided; and/or 

4. the proposed modifications improve the applicant's 
ability to achieve the objectives of the project or program. 

Approval or disapproval of all amendments shall be 
communicated to a grant recipient within ten working days 
following OPLIC's receipt of the proposed amendment. 

5 MCAR § 1.0801 Establishment grants. 

A. Application. Regional library systems may apply for 
establishment grants to extend library service to additional 
counties as authorized in Laws of 1978, ch. 546, § 3, subd. 
2. Applicants shall submit the following information: 

1. name, address and telephone number of applicant; 

2. name of contact person; 

3. name of county joining regional library system; 

4. a copy of the resolution adopted by the county 
board of commissioners in which they agree to provide 
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minimum levels of local support as required by Laws of 
1978, ch. 546, § 4; 

5. purposes for which grant funds are requested, in-
cluding a statement of program objectives and identification 
of results to be accomplished; 

6. proposed expenditures to be made from grant 
funds. 

B. Establishment grant formula. The amount of the es-
tablishment grant to a regional library system for each addi-
tional county to extend services shall be $1 .00 per capita 
plus $10.00 per square mile for the first year, and $.50 per 
capita plus $5.00 per square mile for the second year, re-
duced by the population and land area of any nonparticipat-
ing governmental units. The most recent United States cen-
sus is used to determine the population and land area. 

C. Counties rejoining regional library systems. When a 
county has ceased to participate in a regional library system 
and at a later date rejoins a regional library system, no 
establishment grant shall be made. 

5 MCAR § 1.0802 Regional library basic system support 
grants. 

A. Application. Regional library systems may apply for 
regional library basic system support grants authorized in 
Laws of 1978, ch. 546, § 3, subd. 3. Applicants shall sub-
mit the following information: 

1. name, address and telephone number of applicant; 

2. name of contact person; 

3. names of participating governmental units and iden-
tification of nonparticipating governmental units within par-
ticipating counties; 

4. name, educational background and library work 
experience of the chief administrative officer; 

5. purposes for which grant funds are requested, in-
cluding a statement of program objectives and identification 
of results to be accomplished; 

6. for purposes of determining compliance with Laws 
of 1978, ch. 546, § 5, provision for each participating gov-
ernmental unit of the following financial information: 

a. the amount provided by the governmental unit for 
public library service during the preceding fiscal year; 

b. the amount provided by the governmental unit 
for public library service during the current fiscal year. 
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7. proposed expenditures to be made from grant 
funds. 

B. Criteria for eligibility. Regional library systems shall 
be designated as eligible by the state Board of Education 
provided they meet the criteria in Laws of 1978, ch. 546, 
§ 5, and the following: 

1. Employment of a chief administrative officer who 
has had at least two years of public library administrative 
experience and has received the master's degree in library 
science from a library education program accredited by the 
American Library Association. 

2. Long range plan. Regional library systems shall 
provide to OPLIC by June 30 of each even-numbered year a 
long range plan which addresses the succeeding five years. 
Upon request by the regional library system, OPLIC staff 
shall provide consultation and advice on the content of the 
long range plan. The plan shall include narrative descrip-
tions, goals and objectives which address the following: 

a. service area; including steps to encourage par-
ticipation of appropriate adjacent nonparticipating counties 
and cities; 

b. funding; including cost projections to implement 
the first year of the plan; 

c. personnel; including projections of numbers and 
qualifications needed to implement the plan; 

d. collection development; including types and 
quantities, written materials selection policies of the appli-
cant or of its members, a coordinated program of acquisi-
tion, identification and rectification of deficiencies, and 
sharing of resources; 

e. programs of service; including minimum hours of 
operation of public service outlets and provision of book-
mobile service; 

f. physical facilities; including accessibility by the 
physically handicapped; 

g. multitype library cooperation; 

h. any other topics deemed appropriate by the re-
gional library system. 

C. Calculation of grant amounts. Regional library basic 
system support grants shall be calculated as specified in  

5 MCAR § 1.0803 
Laws of 1978, ch. 546, § 6 or in subsequent law. The most 
recent United States census shall be used in calculation of 
all per capita and land area amounts, reduced by the popula-
tion and land area of any nonparticipating governmental 
units. 

D. Audit. Regional library systems which receive re-
gional library basic system support grants shall annually 
submit to OPLIC an audit of receipts and disbursements 
within 180 days after the end of the regional library sys-
tem's fiscal year. The audit shall be performed by the staff 
of the state auditor's office, by a certified public accountant 
or by a public accountant as defined in and in accordance 
with Minn. Stat. § 6.64-6.71 (1976). 

5 MCAR § 1.0803 Special project grants. 

A. Application. Regional library systems and county and 
city public libraries which are participating in regional li-
brary systems may apply for special project grants as au-
thorized by Laws of 1978, ch. 546, § 3, subd. 4. 

B. Categories of emphasis. The advisory council to 
OPLIC, required in federal regulations, may select one or 
more categories of programs which are designated as eligible 
in the federal law and regulations as the highest priority for 
funding during a fiscal year. The categories so designated 
shall be published in the newsletter of OPLIC no less than 
90 days prior to the application date and supplied to any 
potential applicant on request. Applications for projects or 
programs in the highest priority category shall be given 
extra consideration in the review process. 

C. Regional library system review. County and city li-
braries which submit applications to OPLIC shall also sub-
mit a duplicate copy of the application to their regional 
library system for review and comment not less than 30 days 
prior to the application date. The regional library system 
may submit to OPLIC by the application date comments 
stating how the proposed project or program relates to the 
system long range plan and how the proposed project or 
program could benefit the system or its members. 

D. Grants committee review. Applications for special 
project grants shall be reviewed by a grants committee of 
five persons appointed by the chairperson of the advisory 
council to the Office of Public Libraries and Interlibrary 
Cooperation. Special project grants shall be awarded on a 
competitve basis. Applications shall be evaluated in terms 
of: 

KEY: RULES SECTION - Underlining indicates additions to proposed rule language. Si4eot indicate deletions from proposed 
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5 MCAR § 1.0803 
1. relationship to categories of emphasis; 

2. purposes for which grant funds are requested; 

3. statement of project objectives and identification of 
results to be accomplished; 

4. methodology for evaluating project results; 

5. the project budget; 

6. clear identification that the project activity would 
not or could not take place without a grant; 

7. evidence that the project is either: 

a. a one-time project of limited duration to accom-
plish an objective of long-term benefit; or 

b. a pilot for contemplated future operation with a 
specific plan for absorbing it into on-going operations; 

8. the comments from the regional library system re-
view, when received; 

9. qualifications of project staff. 

The grants committee shall report its recommenda-
tions for projects to be funded to the director of OPLIC. 

E. Office of Public Libraries and Interlibrary Coopera-
tion review. The director of OPLIC shall review all applica-
tions and the funding recommendations of the grants com-
mittee for special project grants using the same standards 
applied by the grants committee and shall report recommen-
dations for projects to be funded to the state Board of Educa-
tion. 

F. State Board of Education action. The state Board of 
Education shall review the funding recommendations of the 
director of OPLIC and shall award grants using the same 
standards applied by the grants committee and subject to the 
availability of funds. 

5 MCAR § 1.0804 Grants for institution library service 
and for library service for the blind and physically 
handicapped. 

A. Application. The Minnesota Department of Correc-
tions and the Minnesota Department of Welfare may apply 
annually for grants to improve library services for in-
stitutionalized persons and for the blind and physically 
handicapped as authorized by Laws of 1978, ch. 546, § 6 
and, by the library services and construction act, 20 USC 
351 et seq. (1970). Applicants shall submit the following 
information: 

1. name, address and telephone number; 

2. name of contact person; 

3. locations where program activities will be carried 
out; 

4. purposes for which grant funds are requested, in-
cluding a statement of program objectives and identification 
of results to be accomplished; 

5. proposed expenditures to be made from grant funds; 

6. dollar amounts provided for library services by the 
departments during the preceding fiscal year; 

7. numbers of services provided and numbers of per- 
Sons served during the preceding year. 

B. Eligible costs for institution library service. Funds are 
granted for library services for residents of corrections and 
welfare institutions and shall not be expended for library 
services for institution staff. 

C. Office of Public Libraries and Interlibrary Coopera-
tion review. The director of OPLIC shall review applica-
tions received and shall make recommendations to the state 
Board of Education regarding grant amounts based on the 
applicants' ability to provide services according to the in-
formation in the application. 

D. State Board of Education action. The state Board of 
Education shall review the funding recommendations of the 
director of OPLIC and shall award grants using the same 
information used by the director of OPLIC and subject to 
the availability of funds. 

Department of Health 
Health Systems Division 
Proposed Rule Relating to Charges 

for Examination Fees of Health 
Maintenance Organizations and 
Proposed Amendments to Rules 
Relating to Minnesota Hospital 
Rate Review System 

Notice of Hearing 

Notice is hereby given that a public hearing in the 
above-entitled matters will be held pursuant to Minn. Stat. 
§ 15.0412, subd. 4 (1976), in the Board Room, Minnesota 
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Department of Health Building, 717 Delaware Street South-
east, Minneapolis, Minnesota, on Monday, September 25, 
1978, commencing at 9:00 a.m. 

All interested or affected persons will have an opportu-
nity to participate concerning the adoption of the proposed 
rule relating to Health Maintenance Organizations and the 
proposed amendments to 7 MCAR § 1.471-1.511 (Hospi-
tal Rate Review rules) captioned above. Statements may be 
made orally and written material may be submitted. In addi-
tion, whether or not an appearance is made at the hearing, 
written statements or material may be submitted by mail to 
Harry Crump, Hearing Examiner, at Room 300, 1745 Uni-
versity Avenue, St. Paul, Minnesota 55104, telephone 
(612) 296-8111, either before the hearing or within five (5) 
working days after the close of the hearing. The hearing 
record may remain open for a longer period than five work-
ing days after the close of the hearing, but not longer than 
20 calendar days, if ordered by the Hearing Examiner. All 
such statements will be entered into and become part of the 
record. Testimony or other evidence to be submitted for 
consideration should be pertinent to the matter at hand. For 
those wishing to submit written statements or exhibits, it is 
requested that at least three (3) copies be furnished. In addi-
tion, it is suggested, to save time and avoid duplication, that 
those persons, organizations, or associations having a 
common viewpoint or interest in these proceedings join to-
gether where possible and present a single statement in be-
half of such interests. The conduct of the hearing shall be 
governed by the rules of the Office of Hearing Examiners, 
which are cited in 9 MCAR § 2.101-2.112. 

A copy of the proposed rule and amendments is attached 
hereto and made a part hereof.  

7 MCAR § 1.372 
and 62D.20 (1976) relative to Health Maintenance Organi-
zations and in Minn. Stat. § 144.695-144.703 (1976), 
relative to Hospital Rate Review. 

In addition, please be advised that Minn. Stat. ch. 1OA 
requires each lobbyist to register with the State Ethical Prac-
tices Board within five (5) days after he commences lobby-
ing. Lobbying includes attempting to influence rulemaking 
by communicating or urging others to communicate with 
public officials. A lobbyist is generally any individual who 
spends more than $250 per year for lobbying or any indi-
vidual who is engaged for pay or authorized to spend money 
by another individual or association and who spends more 
than $250 a year or five (5) hours per month at lobbying. 
The statute provides certain exceptions. Questions should 
be directed to the Ethical Practices Board, 41 State Office 
Building, St. Paul, Minnesota 55155, telephone (612) 
296-5615. 

Notice: Any person may request notification of the date 
on which the Hearing Examiner's Report will be available, 
after which date the agency may not take any final action on 
the rules for a period of five working days. Any person may 
request notification of the date on which the hearing record 
has been submitted (or resubmitted) to the Attorney General 
by the agency. If you desire to be so notified, you may so 
indicate at the hearing. After the hearing, you may request 
notification by sending a written request to the Hearing 
Examiner (in the case of the Hearing Examiner's Report), or 
to the agency (in the case of the agency's submission or 
resubmission to the Attorney General). 

August 7, 1978 

Copies of the proposed rule and amendments are now 
available and at least one free copy may be obtained by 
writing to the Minnesota Department of Health (Attention: 
Fredric Sattler), 717 Delaware Street Southeast, Min-
neapolis, Minnesota 55440. Additional copies will be avail-
able at the door on the date of the hearing. 

A Statement of Need explaining the position of the Com-
missioner of Health relative to the necessity for the proposed 
rule and amendments and a Statement of Evidence outlining 
the testimony and evidence which will be introduced by the 
commissioner in support of the proposed rule and amend-
ments will be filed with the Hearing Examiner's Office at 
least twenty-five (25) days prior to the hearing and will be 
available there for public inspection. The statutory authority 
of the Commissioner of Health to promulgate and adopt 
these rules is contained in Minn. Stat. § 62D.l4, subd. 6 

Warren R. Lawson 
Commissioner of Health 

Rule as Proposed 

7 MCAR § 1.372 Other provisions. 

A. Termination of coverage. 

1. Justification. In addition to those reasons specified 
in § 62D.12, subd. 2 of the Act, a health maintenance or-
ganization may, upon thirty (30) days notice, cancel or fail 
to renew the coverage of an enrollee if such enrollee: 

a. knowingly gives false, material information at 
the time of enrollment relative to his health status, provided 

KEY: RULES SECTION - Underlining indicates additions to proposed rule language. St4kees indicate deletions from proposed 
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7 MCAR § 1.372 
such cancellation or nonrenewal is made six (6) months of 
the date of enrollment; 

b. moves out of the geographic service area ified 
with the commissioner, provided such cancellation or non- 
renewal is made within one (1) year following the date the 
health maintenance organization was provided written no-
tification of the address change. 

2. Notice. 

a. In any situation where thirty (30) days notice of 
cancellation or nonrenewal of the coverage of a specified 
group plan or of the coverage of any individual therein is 
required, notice given by a health maintenance organization 
to an authorized representative of any such group shall be 
deemed to be notice to all affected enrollees in any such 
group and satisfy the notice requirement of the Act. 

b. The notice requirement of § 62D.12, subd. 2, 
shall be deemed to be satisfied in the event of voluntary 
enrollee or voluntary group cancellation or nonrenewal of 
coverage, including such voluntary cancellation manifested 
by the enrollee's failure to pay the prescribed prepayment 
amount. 

c. The notice requirement of § 62D. 12, subd. 2, of 
the Act shall not compel a health maintenance organization 
to provide health care services beyond a date for which 
payment therefore may not reasonably be expected to be 
received. 

3. a. A health maintenance organization may termi-
nate enrollees who are covered dependents in a family 
health maintenance contract upon the attainment by the de-
pendent enrollee of a limiting age as specified in the con-
tract. Provided, however, that no health maintenance con-
tract may specify a limiting age of less than eighteen years 
of age. Provided further that if any health maintenance con-
tract provides for the termination of coverage based on the 
attainment of a specified age it shall also provide in sub-
stance that attainment of that age shall not terminate cover-
age while the child is (a) incapable of self-sustaining 
employment by reason of mental disability or physical han-
dicap, and (b) chiefly dependent upon the enrollee for sup-
port and maintenance, provided proof of incapacity and 
dependency is furnished by the enrollee within 31 days of 
attainment of the age, and subsequently as required by the 
health maintenance organization, but not more frequently 
than annually after a two year period following attainment 
of the age. 

B. Insurance terminology. Except as it relates to the 
name of any health maintenance organization, § 62D. 12, 
subd. 3 of the Act shall not be construed to prohibit the use  

of the words cited or described therein if such usage is 
incidental to the text of any health maintenance organization 
contract or literature, enhances the accuracy or understand-
ing thereof, and is not deceptive or misleading. 

C. Maximum enrollment. The maximum number of en-
rollees permitted a health maintenance organization shall 
pertain to current enrollment at any single point in time. 

D. Enrollment discrimination. A health maintenance or-
ganization which refuses to enroll recipients of medical as-
sistance or medicare because of its good faith inability to 
qualify for such payments because of state or federal re-
quirements shall not be deemed to be discriminating against 
any such recipients. 

E. Certificate of need. For the purpose of complying 
with § 62D.22, subd. 6, of the Act, any health maintenance 
organization intending to modify the construction of or con-
struct a health care facility as defined in 7 MCAR § 1.370 
A.4.b. shall be deemed to be an "applicant," as such term 
is defined in Section 201(b), Minnesota State Planning and 
Development Agency Certificate of Need Act Rules and 
Regulations, 1971. 

F. Use of funds. All income of a health maintenance 
organization, however derived, including refunds, divi-
dends or rebates on its insurance policies or nonprofit health 
service plan contracts, shall be considered part of its net 
earnings and subject to the provisions of Minn. Stat. 
§ 62D.12, subd. 9. 

0. Fees. Every filing submitted to the commissioner by a 
health maintenance organization subject to Minn. Stat. 
§ 62D.0l to 62D.29 (the Health Maintenance Act of 1973) 
shall be accompanied by the following fees: 

1. For filing an application for a Certificate of Author-
ity, $250.00. 

2. For filing each annual report, $50.00. 

3. For filing an amendment to a Certificate of Author-
ity, $25.00. 

4. For all eThef Thgs 	-.00 each examination, 
$125.00 per eight hour day. 

5. For all other filings, $25.00.  

The fees pfescribed hcrcin shall ap4y te all ffligs submitted 
he Commissioncr ef Health aftei January -l- 1976. 
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Rules as Proposed 

Chapter Twenty-Eight 7 MCAR §* 1.471-1.511 	 _____ ______ 	 ________ 

7 MCAR § 1.472 Definitions. For the purposes of these 
rules, the following terms have the meanings given them: 

A. "Accounting period" means the fiscal year of a hos-
pital which is a period of twelve consecutive months estab-
lished by the governing authority of a hospital for purposes 
of accounting. 

B. "Admissions" means the number of patients ac-
cepted for inpatient services in beds licensed for inpatient 
hospital caret exclusive of newborn admissions.  

C. "Applicant" means a voluntary nonprofit rate review 
organization which has applied to the Commissioner of 
Health* for approval or renewed approval of its reporting 
and review procedures. 

D. "Auxiliary enterprises" means significant continuing 
revenue-producing activities which, while not related di-
rectly to the care of patients, are businesslike activities 
commonly found in health care institutions for the conven-
ience of employees, physicians, patients and/or visitors: 

1. An activity is significant if either its revenues or 
direct costs exceed $20 per inpatient day. 

2. An activity is businesslike if it has related direct 
costs equal to at least 25% of its revenues. 

3. Irrespective of the above criteria, all parking lots, 
private physicians' offices, and retail operations are consid-
ered to be auxiliary enterprises. 

E. "Beds" means the number of acute care beds 
licensed by the Minnesota Department of Health, pursuant 
to Minn. Stat. § 144.50 to 144.58. 

F. "Burden of proof" means the burden of persuasion 
by the preponderance of the evidence. 

G. "Charges" means the regular amounts charged less 
expected bad debts, contracted allowances and discounts to 
patients and/or insurers, prepayment plans and self-insured 

*psuant to Laws of 1977, ch. 305, § 39 and 45, references to the 
State Board of Health have been deleted and Commissioner of Health has 
been substituted therefor.  

7 MCAR § 1.472 
groups on the patient's behalf. it'tespective of ny 41s- 
counts, deductions-i  of ehof fe&seions in 44iese charges 
which, by contract oc ethef agreement, snay be applicable. 
The terms "charges" and "rates" are synonymous for the 
purposes of these rules. "Gross charges" means "charges" 
irrespective of any discounts, deductions, or other reduc-
tions which by contract or other agreement, may be applica-
ble. The terms "gross charges" and "gross rates" are 
synonymous for the purpose of these rules.  

H. "Cost" means the amount, measured in money, of 
cash expended or other property transferred, services per-
formed or liability incurred, in consideration of goods or 
services received or to be received. 

I. "Emergency services" are those inpatient or outpa-
tient hospital services that are necessary to prevent im-
mediate loss of life or function due to the sudden onset of a 
severe medical condition. 

J. ''Emergency visit" means an acceptance of a patient 
by a hospital for the purpose of providing emergency serv-
ices in a distinct emergency service center. 

K. "Expanded facility" means any expansion or altera-
tion in the scope of service of an institution subject to the 
provisions of the Minnesota Certificate of Need Law, Minn. 
Stat. § 145.71 to 145.84, or Section 1122 of the Social 
Security Amendments of 1972, Public Law 92-603, accord-
ing to the definitions contained in these laws and the current 
regulations sanctioned by them. 

L. "Expense(s)" means costs that have been incurred in 
carrying on some activity and from which no benefit will 
extend beyond the period for which the expense is recorded. 

M. "Fiscal year" means that period of twelve consecu-
tive months established by the state for the conduct of its 
business. 

N. "Inpatient hospital services" means the following 
items and services furnished by a hospital to an inpatient of 
such a hospital: 

1. bed and board; 

2. nursing services and other related services; 

3. use of hospital facilities; 

4. medical social services; 
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7 MCAR § 1.472 
5. drugs, biologicals, supplies, appliances and equip-

ment; 

6. certain other diagnostic or therapeutic items or serv-
ices; and 

7. medical or surgical services provided by certain 
residents-in-training. 

0. "Loss" means the excess of all expenses over reve-
nues for an accounting period or the excess of all or the 
appropriate portion of the net book value of assets over 
related proceeds, if any, when items are sold, abandoned, or 
either wholly or partially destroyed by casualty or otherwise 
written off. 

P. "Non-revenue center" means a service center which 
incurs direct operating expenses but which does not gener-
ate revenue directly from charges to patients for services. 
These centers, which rely on revenue from revenue centers 
to meet their expenses, may include such service centers of 
a hospital as: 

1. General services, including: 

a. dietary services; 

b. plant operation and maintenance services; 

c. housekeeping services; 

d. laundry services; and 

e. other services. 

2. Fiscal services; 

3. Administrative services; and 

4. Medical care evaluation services. 

Q. ''Outpatient services" mean those services offered by 
a hospital which are furnished to ambulatory patients not 
requiring emergency care and which are not inpatient serv-
ices. 

R. ''Outpatient visit" means an acceptance of a patient 
by a hospital for the purpose of providing outpatient serv-
ices. ii a distinct outpaticnt  crvico center. 

S. "Program" means the reporting and review proce-
dures proposed by an applicant. 

1. "Quarter" means that period of the fiscal year corre-
sponding to a three-month period of time for which the state  

regularly gathers information for the conduct of its business. 
For purposes of these rules, a fiscal year is composed of four 
quarters corresponding to the following groupings of 
months: a quarter is defined by the time period represented 
by the months of July, August and September; a quarter is 
defined by the time period represented by the months of 
October, November and December; a quarter is defined by 
the time period represented by the months of January, Feb-
ruary and March; and, a quarter is defined by the time 
period represented by the months of April, May and June. 

U. "Rate" means "charges" as defined in 7 MCAR 
§ 1.472 G. "Aggregate rate" means the average revenue 
per adjusted admission for a full accounting period deter-
mined by dividing total revenue by the number of adjusted 
admissions. 

Total Revevue 
Number of Adjusted Inpatient Admissions 

Adjusted admissions are determined by: 

Number of 
Outpatient 
& Emergency 	x 	Total Outpatient & Emergency Revenue  
Visits 

x 	
Inpatient 	PLUS 

	The Number of 
Inpatient Admissions 

Revenue Per 
Admission 

The aggregate rate for the budget year shall always be based 
upon annually projected admissions as stated in the rate 
revenue and expense report. 

V. "Restricted funds" mean funds donated to the hospi-
tal which are restricted for a specific purpose by the donor. 

W. "Revenue(s)" or "income(s)" means the value 
a be of a hospital's ftdl established charges ef for all 
hospital services rendered to patients regardless ef the 
amounts actually paid te the hespitat by e ee bchalf of pa-
ticnts. less expected and/or incurred bad debts, contracted 
allowances and discounts granted to patients and/or insur-
ers, prepayment plans and self insured groups. "Gross 
revenue(s)'' or "gross income(s)" means "revenue(s)" or 
"income(s)'' regardless of the amounts actually paid to or 
received by the hospital.  

X. "Revenue center" means a service center which in-
curs direct operating expenses and which generates revenue 
from patients on the basis of charges customarily made for 
services that center offers directly to patients. Revenue cen-
ters may include such service centers of a hospital as: 

1. Daily patient services (routine services) including: 

a. medical services; 

Number of Outpatient & Emergency Visits 
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b. surgical services; 

c. pediatric services; 

d. intensive care services; 

e. psychiatric services; 

f. obstetric-gynecological services; 

g. new born nursery services; 

h. premature nursery services; 

i. other routine services. 

2. Other nursing services (special  ancillary  services), 
including: 

a. operating room services; 

b. recovery room services; 

c. delivery and labor room services; 

d. central services and supply services; 

e. intravenous therapy services; 

f. emergency services; 

g. other speeia4 ancillary services. 

3. Other professional services (ancillary services), in-
cluding: 

a. laboratories; 

b. blood bank; 

c. electrocardiology; 

d. radiology; 

e. pharmacy; 

f. anesthesia; 

g. physical therapy; 

h. other special services.  

7 MCAR § 1.474 
Y. "Service center" means an organizational unit of a 

hospital for which historical and projected statistical and 
financial information relating to revenues and expenses are 
accounted. A service center may be a routine, special, or 
ancillary service center. A service center may also be a 
revenue center or a nonrevenue center. 

Z. "System" means the Minnesota Hospital Rate Re-
view System and any applicant approved to operate it or the 
Commissioner of Health. 

AA. "Third party payors" mean insurers, health 
maintenance organizations licensed pursuant to Minn. Stat. 
ch. 62D, nonprofit service plan corporations, self-insured or 
self-funded plans, and governmental insurance programs, 
including the health insurance programs authorized by Title 
V, Title XVIII and Title XIX of the United States Social 
Security Act (Medicare and Medicaid). 

BB. "Unrestricted funds" mean funds not restricted by 
the donor and funds designated by the governing authority 
of the hospital, not including revenues in excess of ex-
penses. 

7 MCAR § 1.474 Report requirements. The system shall 
require annual financial information and rate revenue and 
expense, and interim increase reports. 

A. Annual financial information report. Each hospital 
shall submit an annual financial information report to the 
system. This report shall include: 

1. A balance sheet detailing the assets, liabilities, and 
net worth of the hospital. This balance sheet should include 
information on: 

a. Current assets, including: 

(1) cash; 

(2) marketable securities; 

(3) accounts and notes receivable; 

(4) allowances for uncollectable receivables and 
third party contractuals; 

(5) receivables from third party payors; 

(6) pledges and other receivables; 

KEY: RULES SECTION - Underlining indicates additions to proposed rule language. fikeeHts indicate deletions from proposed 
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(7) due from other funds; 

(8) inventory; and 

(9) prepaid expenses. 

b. Plant capital allowances, including historical cost 
of, price level increments related to and accumulated depre-
ciation related to: 

(1) land; 

(2) land improvements; 

(3) buildings; 

(4) leasehold improvements; 

(5) building equipment; 

(6) movable equipment; and 

(7) construction in progress. 

c. Deferred charges and other assets, including: 

(I) other assets; 

(2) investments in nonoperating property, plant 
and equipment; 

(3) accumulated depreciation on investments in 
nonoperating plant and equipment; and 

(4) other intangible assets (e.g., good will, un-
amortized borrowing costs). 

d. Current liabilities, including: 

(1) notes and loans payable; 

(2) accounts payable; 

(3) accrued compensation and related liabilities; 

(4) other accrued expenses; 

(5) advances from third party payors; 

(6) payable to third party payors; 

(7) due to other funds; 

(8) income taxes payable; and 

(9) other current liabilities. 

Page 250 

e. Deferred credits and other liabilities, including: 

(I) deferred income taxes; 

(2) deferred third party revenue; 

(3) long-term debt; and 

(4) fund balances (identifying donor restricted 
and unrestricted funds). 

f. In the case of hospitals owned by, operated by, 
affiliated with, or associated with an organization, corpora-
tion, or other hospital(s), a statement of the flow of funds 
between the hospital and that organization, corporation or 
other hospital(s). This statement shall detail all transactions 
between the hospital and the organization, corporation or 
other hospital(s). 

In the event that a hospital maintains a balance sheet 
which includes information which differs from the informa-
tion required by the balance sheet recommended by § 1 .474 
A.l., above, the hospital may substitute its balance sheet. 
This balance sheet shall include a narrative description of 
the scope and type of differences between its balance sheet 
and that balance sheet recommended by § 1 .474 A.!., 
above. 

2. A detailed statement of income and expenses, in-
cluding: 

a. gross revenues from and expenses directly at-
tributable to revenue centers; 

b. all operating revenues and expenses other than 
those directly associated with patient care; 

c. reductions in gross revenues that result from 
charity care, contractual adjustments, administrative and 
policy adjustments, provision for bad debts, and other fac-
tors; 

d. direct expenses incurred by the research and edu-
cational, general, fiscal, and administrative service centers; 

e. direct gross revenue and  gross expense received 
or incurred from nonhospital operations; and 

f. a statement of expenses by a natural classification 
of expenses for the hospital as a whole. The natural 
classification of expenses may include such factors as: 

(1) Salaries and wages, including: 

(a) management and supervision; 

(b) technicians and specialists; 
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(c) registered nurses; 

(d) licensed practical nurses; 

(e) aides and orderlies; 

(f) clerical and other administrative 
employees; 

(g) environmental and food service employees; 

(h) physicians; 

(i) nonphysician medical practitioners; 

(j) vacation, holiday, sick pay, and other 
nonworked compensation. 

(2) Employee benefits, including: 

(a) F.l.C.A.; 

(b) state unemployment insurance and federal 
unemployment insurance; 

(c) group health insurance; 

(d) pension and retirement; 

(e) workmen's compensation insurance; and 

(f) group life insurance. 

(3) Professional fees - medical, including: 

(a) physicians' remuneration; and 

(b) therapists and other nonphysician. 

(4) Other professional fees, including: 

(a) consulting and management services; 

(b) legal services; 

(c) auditing services; and 

(d) collection services. 

(5) Special departmental supplies and materials. 

(6) General supplies, including:  

7 MCAR § 1.474 
(a) office and administrative supplies; 

(b) employee wearing apparel; 

(c) instruments and minor medical equipment 
which are nondepreciable; 

(d) minor equipment which is nondepreciable; 
and 

(e) other supplies and materials. 

(7) Purchased services, including: 

(a) medical - purchased services; 

(b) repairs and maintenance - purchased serv-
ices; 

(c) medical school contracts - purchased 
services; and 

(d) other purchased services. 

(8) Other direct expenses, including: 

(a) depreciation, amortization, and rental or 
lease expenses necessary to maintain an adequate plant capi-
tal fund, pursuant to 7 MCAR § 1.487 A.l.; 

(b) utilities - electricity; 

(c) utilities - gas; 

(d) utilities - water; 

(e) utilities - oil; 

(f) other utilities; 

(g) insurance - professional liability; 

(h) insurance - other; 

(i) licenses and taxes other than income taxes; 

(j) telephone and telegraph; 

(k) dues and subscriptions; 

(1) outside training sessions; 

KEY: RULES SECTION - Underlining indicates additions to proposed rule language. Skee indicate deletions from proposed 
rule language. PROPOSED RULES SECTION - Underlining indicates additions to existing rule language. S+i44e e*+s indicate 
deletions from existing rule language. If a proposed rule is totally new, it is designated "all new material." 

(CITE 3 SR. 251) 
	

STATE REGISTER, MONDAY, AUGUST 21, 1978 
	

Page 251 



PROPOSED RULES 	  

7 MCAR § 1.474 
(m) travel; and 

(n) other direct expenses. 

In the event that a hospital maintains accounts which 
include information resulting in detailed statements of in-
come and expense which differ from the information re-
quired by the statement of income and expense recom-
mended by 7 MCAR § 1.474 A.2., the hospital may substi-
tute its statement of income and expenses. This statement 
shall include a narrative description of the scope and type of 
differences between its statement of income and expenses 
and that statement recommended by 7 MCAR § 1 .474 A.2. 

3, An unaudited copy of the hospital's cost report filed 
pursuant to requirements of Title XVIII of the United States 
Social Security Act stated in 20 CFR 405 .406(b) and the 
uniform cost report required under Public Law 95-142, Sec-
tion 19. This These cost reports shall correspond to the same 
accounting period as that used in the compilation of data for 
other requirements for the report of annual financial infor-
mation. 

4. Attestation by the governing authority of the hospi-
tal or its designee that the contents of the report are true. 

5. Attestation by a qualified, independent public ac-
countant that the contents of the balance sheet and statement 
of income and expense have been audited. 

6. A statement of changes in financial position show-
ing the source and application of all funds.  

7. A statement(s) of all fund balance(s).  

8. All notes and footnotes to the balance sheet, state-
ment of income and expense, statement of changes in finan-
cial position, and statement(s) of fund balance(s).  

B. Rate revenue and expense report. 

I. Each hospital shall submit a report of rate revenue 
and expense to the system on an annual basis. This report 
shall include statistical and financial information for: 

a. The hospital's last full and audited accounting 
p,eriod prior to the accounting period during which a hospi-
tal files this report with the system. This period shall be 
known as the prior year. Information for the prior year shall 
be actual. 

b. The hospital's full accounting period during 
which a hospital files this report with the system. This 
period shall be known as the current year. Information for  

the current year shall be actual and estimated according to 
the following: 

(1) information for at least the first six months 
shall be actual; 

(2) information for the remaining months may be 
estimated. 

c. The hospital's next subsequent full accounting 
period following the accounting period during which the 
report is filed with the system. This period shall be known 
as the budget year. Information for the budget year shall be 
projected. 

2. Statistical information for the rate revenue and ex-
pense report shall include: 

a. The number of inpatient days excluding nursery 
days for the hospital, and each appropriate service center. 

b. The number of admissions for the hospital and 
for each appropriate service center. 

c. The average number of full-time-equivalent 
employees during each accounting period for the hospital 
and for each of its service centers. An employee or any 
combination of employees which are reimbursed by the 
hospital for 2080 hours of employment per year is a full-
time-equivalent employee. 

d. The number of beds (licensed), the number (the 
statistical mean) of beds physically present, and the number 
(the statistical mean) of beds actually staffed and set up for 
the hospital and for each appropriate service center, exclud-
ing nursery bassinets.  

e. The number of outpatient clinic visits for the 
hospital. 

f. The number of emergency visits for the hospital. 

g. The number of units of service provided by each 
of the hospital's other service centers. The hospital shall 
select the statistic that best measures the level of activity for 
a particular function or service center and that, in addition, 
is compiled on a routine basis by the hospital to serve as the 
appropriate unit of service for each of its service centers .* 

3. Financial information for the rate revenue and ex-
pense report shall include: 

*For example, although patient days might be used as the Unit of 
service for daily patient services, treatments, procedures, visits, hours or 
other statistics would be the applicable measure of activity in other service 
centers. 
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a. An interim financial statement of the hospital 

which shall include an interim balance sheet and an interim 
income and expense statement for the current year only. The 
balance sheet and income and expense statement shall con-
form to the requirements of 7 MCAR § 1 .474 A. 1. and 
7 MCAR § 1 .474 A.2. This financial statement shall contain 
a minimum of six months of actual information for the 
current year. 

b. A statement of expenses for the hospital and for 
each of its service centers and a statement according to 
natural classifications of expenses as provided by 7 MCAR 
§ 1.474 A.2.f. 

c. A statement detailing the accounting method 
used to allocate expenses from among the nonrevenue cen-
ters to revenue centers, which shall detail compliance with 
the offsets to costs and allocation of costs specified by the 
bases for judging stated by 7 MCAR § 1.487 A. 

d. A statement of total direct and indirect costs for 
the hospital and for each of its service centers before and 
after the allocation of expenses. 

e. A statement of the accounts receivable by type of 
purchaser of services and a statement of the average aggre-
gate number of day's charges outstanding at the end of each 
period. 

f A stcitcmcnt ef changes ifi financial es#ie*, show 
iHg he sourcc act4 application ef a# ft4s fec eeeI period. 

g.-f. A statement of the capital budget of the hospi- 
tal. 

4. The report of rate revenue and expense shall also 
contain the following information: 

a. The pricing policy of the hospital which incorpo-
rates the overall pricing policy and financial objectives of 
the institution. This will be supplemented by a statement of 
budgeted increases in charges, revenue and aggregate rates 
for the budget year including these items: 

(1) Date(s) on which  gross charges, and gross 
revenue, an.d aggrcgate cafes will be adjusted. 

(2) For each such date, the resulting aggregate 
dollar amount and weighted average percent of increase in 
budget year aggregate rates and gross charges for each reve-
nue center. 

(3) For each such date, the resulting aggregate  

7 MCAR § 1.474 
dollar and weighted average percent of increase in budget 
year total hospital gross revenues. 

(4) For each date, the resulting aggregate dollar 
amount and percent of increase in the budget year aggregate 
rate. 

b. Attestation by the hospital's governing authority 
or its designee that the rates are set equitably and without 
discrimination among insurers. 

c. In the case of a hospital with expanded facilities, 
a copy of the hospital's report used to obtain a certificate of 
need for the expanded facility which projects the patient and 
service activity levels of the expanded facility for its first 
five years of operation. 

5. If a hospital maintains its accounts in a way which 
necessarily results in detailed statements of income, ex-
pense and statistics differing in form and content from those 
recommended by this rule and 7 MCAR § 1.481 A. 1., the 
hospital may substitute the information it has available.  
However, in all such cases the hospital shall submit a de-
tailed reconciliation of the differences between the two sets 
of information and presentations in conjunction with the rate 
revenue and expense report.  

C. Interim increase reports. 

1. Each hospital desiring to amend or modify the 
aggregate rates for the budget year stated in the rate revenue 
and expense report then on file with the system to an extent 
exceeding the allowable increase limit prescribed according 
to 7 MCAR § 1 .504, shall submit an interim increase re-
port. 

2. In instances where changes in rates during the 
budget year are the result of legislative policy and appropri-
ations to hospitals subject to these rules which are operated 
by the commissioner of public welfare, this report is not 
required. 

3. The interim increase report shall include statistical 
and financial information for: 

a. The period of the budget year immediately pre-
ceding the effective date of amendments of modifications to 
the rates for the budget year which are stated in the rate 
revenue and expense report then on file with the system. 
Data for this period shall be actual for all expired months of 
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the budget year, excepting the sixty-day period immediately 
preceding the filing of this report for which data may be 
projected. 

b. The period immediately subsequent to and in-
cluding the effective date of these amendments or modifica-
tions which terminates at the end of the last day of the 
budget year. Information for this period shall be projected 
on the basis of these rate amendments or modifications. 

4. Statistical information for each period established 
by 7 MCAR § 1 .474 C. 3. for the interim increase report 
shall include that required of a hospital for the rate revenue 
and expense report, pursuant to 7 MCAR § 1.474 B.2.,and 
5., which shall be recorded for each period stated by 
7 MCAR § 1.474 C. 3., above. This information shall indi-
cate any change in the budget year from the projected in-
formation then on file with the system. 

5. Financial information for each period established 
by 7 MCAR § 1.474 C. 3. for the interim increase report 
shall include that required of a hospital for the rate revenue 
and expense report, pursuant to 7 MCAR § 1.474 B. 3.and 
5., which shall be recorded for each period stated by 
7 MCAR § 1 .474 C. 3., above. This information shall indi-
cate any change in the budget year from the projected in-
formation then on file with the system. 

6. This report shall also include a narrative statement 
describing the reason for amendments or modifications to 
the hospital's aggregate rates. 

7 MCAR § 1.475 Experimental alternative reporting re- 
requirements. Each hospital meeting the criteria specified in 
paragraph A. of this section may file annual rate revenue 
and expense reports and interim increase reports according 
to paragraph B of this section, in lieu of information re-
quired under § 1.474 B. 2. and 1.474 B. 3.  

A. Selection criteria. Nonstate, nonfederal acute care  
hospitals licensed in the State of Minnesota are eligible if 
they belong to the set of hospitals comprising 15% of the 
total gross acute (inpatient plus outpatient) charges for all 
nonstate nonfederal acute care hospitals in the state. De-
termination of the hospitals to be included in the set of 
hospitals comprising 15% of total state gross acute charges 
shall be made as follows:  

1. The total gross acute charges used shall be for the 
prior year, pursuant to 7 MCAR § 1.474 B. 1. a., and shall 
be adjusted to represent a December 31 fiscal year end.  

2. The hospital with the lowest total gross acute 
charges shall be selected first. The hospital with the second 
lowest total gross acute charges shall be selected second and  

its gross acute charges shall be added to the first selected 
hospital's. The hospital with the third lowest gross acute 
charges shall be selected third and its total gross acute 
charges shall be added to the sum of the gross acute charges 
of the hospitals selected first and second. The procedure 
shall continue in direct ascending order so as to maximize 
the number of hospitals included, but the sum of gross pa-
tient charges included shall not exceed 15% of the total 
gross acute charges for all nonstate and nonfederal acute 
care hospitals.  

B. Rate revenue and expense report.  

1. Each hospital shall submit a report of rate, revenue 
and expense pursuant to 7 MCAR § 1.481 C. This report 
shall include statistical and financial information for:  

a. The prior year as provided by 7 MCAR § 1 .474 
B. l.a. 

b. The current year as provided by 7 MCAR 
§ 1.474 B. 1. b.  

c. The budget year as provided by 7 MCAR § 1 .474 
B.l.c. 

2. Statistical information submitted in the rate revenue 
and expense report shall include:  

a. The number of inpatient days for the hospital.  

b. The number of admissions for the hospital.  

c. The average number of full-time-equivalent 
employees during each accounting period for the hospital.  
An employee or any combination of employees which is 
reimbursed by the hospital for 2080 hours of employment 
per year is a full-time-equivalent employee.  

d. The number of beds licensed, the number (the 
statistical mean) of beds physically present, and the number 
(the statistical mean) of beds actually staffed and set up for 
the hospital.  

e. The number of outpatient visits for the hospital.  

3. Financial information submitted in the rate revenue 
and expense report shall include:  

a. An interim financial statement as provided by 
§ 1.474 B. 3. a. 

b. A statement of expenses for the hospital accord- 
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ing to natural classifications of expenses as provided by 
7 MCAR § 1.474 A. 2. 1. 

c. A statement indicating the accounting method 
used to allocate expenses from among the "nonrevenue 
producing centers" to "revenue producing centers" as pro-
vided by 7 MCAR § 1.474 B. 3. c.  

d. A statement of total "direct" and "indirect"  
costs and revenues where applicable for the hospital and for 
each of the following, both before and after allocation of 
indirect expenses:  

(1) Daily services.  

(2) Ancillary services.  

(3) Nonrevenue producing services. 

e. A statement of the accounts receivable by type of 
purchaser of services.  

f. A statement of the capital budget of the hospital.  

g. All information as provided by 7 MCAR § 1.474 
B. 4. and 5.  

C. Interim increase reports.  

1. Interim increase reports shall be filed as required 
under 7 MCAR § 1.474 C. 1. and 2.  

2. Statistical and financial information shall be filed as 
required under 7 MCAR § 1.474 C. 3., 4., 5., and 6.,  
except when in conflict with information required in the rate 
revenue and expense report as provided by 7 MCAR 
§ 1.475 B. In such circumstances, the information required 
by 7 MCAR § 1 .475 B. shall be the required information.  

D. Review and comment. The review and comment 
upon all experimental reports reviewed pursuant to 
7 MCAR § 1.475 B. and C. shall be conducted and made as 
stated in 7 MCAR § 1.487 C. 2., with the exceptions of 
7MCAR 1.487C.2.b.(1)(c)andl.487C.2.b.(2)(b). 
The following shall substitute for 7 MCAR § 1.487 C. 2.  
b. (1) (c) and 1.487 C. 2. b. (2) (b):  

1. Aggregate rate and costs and components of aggre-
gate rates and costs have been demonstrated by the hospital  

7 MCAR § 1.487 
to be consistent or inconsistent with the operating expenses 
found in 7 MCAR § 1.487 A. [1. a. (1), (2), (3), (4), 
(5)(a)(i)(ii); b. (1)(a)(5), (6), (7); 3., 4.] plus a maximum 
of 5% of reasonable operating expenses in lieu of 7 MCAR 
§ 1.487 A. 1. [b. (l)(b), (2), (3), (4) and c.J.  

2. Sixty-six percent of the 5% plus factor provided in 
7 MCAR § 1 .475 D. 1. shall be placed in an identifiable de-
preciation fund and may be used in the manner prescribed in 
7 MCAR § 1.487 A. 1. b. and A. 1. b. (i).  

E. Aspects of the experiment.  

I. The alternative experimental reporting require-
ments shall remain in force for a period of four years (four 
complete reporting cycles) commencing with the effective 
date of these rules.  

2. At the close of the third year of the experiment an 
evaluation of the alternative reporting requirements shall be 
made by the Department of Health in conjunction with all 
approved voluntary, nonprofit rate review organizations.  
The evaluation shall address the following, at a minimum:  

a. the adequacy of the data; 

b. impact of the reduced date set on the quality of 
rate reviews;  

c. the appropriateness of the set of hospitals cho-
en to participate in the experiment; and  

d. the appropriateness of adopting the requirements 
permanently.  

7 MCAR § 1.487 Investigations, analysis and review 
standards. The system shall investigate, analyze and re-
view all reports and other information it receives relating to 
hospital rates according to the following standards: 

A. Bases for judging the reasonable use of finances in a 
hospital. In all investigations, analyses, and reviews con-
ducted pursuant to Minn. Stat. § 144.695-144.703, and 
these rules, the system shall recognize that rates must sup-
ply the financial resources necessary to meet the financial 
requirements of a hospital. In meeting the reporting re-
quirements of these rules, hospitals shall address the con-
tents of their reports to and indicate their compliance with 
these financial requirements and to the other stated bases for 

S 
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judging the reasonable use of finances in a hospital. The 
system shall then conduct investigations, analyses and re-
views following these established bases. 

1. Financial requirements of hospitals. The gross  rates 
charged to patients or their insurers by a hospital must be 
adequate to maintain the solvency of the hospital. Rates 
should provide adequate money to meet expenses incurred 
in the following specific categories: 

a. Current operating needs related to patient care. In 
meeting the needs of a hospital to provide health care serv-
ices, rates should provide finances necessary to meet ex-
penses incurred by: 

(1) Direct patient care. 

(a) Rates should provide finances to meet ex-
penses in this category which may include salaries, wages, 
employee fringe benefits, services, supplies, normal 
maintenance, minor building modification and any applica-
ble taxes. 

(b) The monetary value of services provided 
by members of religious orders, other organized religious or 
social service groups or organizations or by a unit of gov-
ernment, such as a county, may be included in rates, pro-
vided: 

(i) that value does not exceed the amount 
that would have been paid to regular salaried hospital 
employees for the provision of the same services; 

(ii) the maximum value for non-
governmental services is the cash payment to the order, 
group or organization from the hospital; 

(iii) that value is reduced by the expense in-
curred by the hospital for the provision of any room and/or 
board without charge to members of those orders, groups, 
or organizations. 

(2) Interest expense. 

(a) Rates should provide the finances necessary 
to recover costs incurred by the hospital due to necessary 
and proper interest on funds borrowed for operating and 
pla'nt capital needs. 

(b) Interest on funds borrowed for operating 
needs is the cost incurred for funds borrowed for a relatively 
short term. This interest is usually attributable to funds bor-
rowed for such purposes as working capital for normal ex-
penses. 

(c) Interest on funds borrowed for plant capital 
needs is the cost incurred for funds borrowed for plant capi-
tal purposes, such as the acquisition of facilities and equip-
ment, and capital improvements. These borrowed funds are 
usually long-term loans. 

(d) Interest is necessary if it is: 

(i) incurred on a loan made to satisfy a 
financial need of the hospital; loans which result in excess 
funds or investments should not be considered necessary; 

(ii) incurred on a loan made for a purpose 
reasonably related to patient care; loans made for the follow-
ing are not to be considered to be for a purpose reasonably 
related to patient care: to expand facilities that have been 
determined to have excess capacity, pursuant to 7 MCAR 
§ 1.487 A.4. 

(e) Interest is proper if it is incurred at a rate 
not in excess of what a prudent borrower would have to pay 
in the money market existing at the time the loan was made. 

(3) Educational program expenses. 

(a) Rates should provide the finances necessary 
to recover the net cost to the hospital of providing educa-
tional activities which: 

(i) are approved educational activities and 
can be demonstrated to directly contribute to the care of 
patients who are in hospitals during the time the cost is 
incurred; or, 

(ii) can be demonstrated to contribute to the 
preventive health education of the population of areas of 
patient origin which the hospital serves. 

(b) "Approved educational activities" means 
formally organized or planned programs of study usually 
engaged in by hospitals in order to enhance the quality of 
patient care in a hospital. These activities shall be licensed 
where required by state law. Where licensing is not re-
quired, the hospital shall be able to demonstrate that it has 
received approval for its activity from a recognized national 
professional organization for the particular activity. Ap-
proved educational activities include those programs de-
fined as approved by 20 CFR 405.1 16(f) (Medicare) and 20 
CFR 405.421(e) (Medicare). 

(c) "Net cost" means the cost of approved 
educational activities (including stipends of trainees, com-
pensation of teachers, and other costs), less any reimburse-
ment from grants, tuition and specific donations. Noninpa-
tient revenue sources, including fees from those receiving 
educational benefits, should be investigated and utilized 
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prior to the inclusion of the cost of community preventive 
health education in financial requirements. 

(d) "Orientation" and "on-the-job training" 
costs are recognized as normal operating costs of hospitals 
for employees of the hospital. 

(e) The extent of costs incurred for the provi-
sion of educational activities contributing to the preventive 
health education of the population of the hospital's areas of 
patient origin should not exceed that amount necessary to 
provide activities recommended appropriate for hospitals by 
the State Health Planning and Development Agency, and 
appropriate health systems agency, pursuant to Public Law 
93-641, § 1523 and § 1513, respectively. 

(4) Research program expenses. Rates should 
provide finances necessary to meet costs incurred by a hos-
pital clue to research programs which directly relate to daily 
patient care to the extent that non-patient revenue of the 
hospital is unavailable to offset these research costs. Rates 
should not provide finances necessary to meet costs incurred 
by a hospital due to research purposes, over and above usual 
patient care. 

(5) Bad debt, charity allowances, and contractual 
allowances. 

(a) Gross  Rrates should provide finances 
necessary to recover losses in gross  revenue due to bad 
debts, charity allowances, and governmental  contractual al-
lowances. 

(i) "Bad debts" mean amounts considered 
to be uncollectable from accounts and notes received which 
were created or acquired in providing services. Accounts 
receivable and notes receivable are designations for claims 
arising from the rendering of services, and are collectable in 
money in the near future. These amounts should not include 
any amount attributable to a reclassification of any expenses 
incurred due to the provision of charity care. Income reduc-
tions due to charity allowances, and contractual allowances 
should be recorded as such in the records of a hospital and 
not as bad debts. 

(ii) ''Charity allowances'' mean the provi-
sion of care at no charge to patients determined to be qual-
ified for care according to 42 CFR 53.111 (f) and (g), in 
hospitals required to provide free care, pursuant to 49 U.S.C. 
§ 291, et. seq. (The Hill-Burton Act). The annual 
amount of charity care shall be no greater than the amount 
of the Hill-Burton grant or Hill-Burton guaranteed loan  

7 MCAR § 1.487 
amortized in equal installments over the life of the hospital's 
Hill-Burton free care obligation. 

(iii) "Contractual Governmental contractual  
allowances" eostjestiJied discounts" and "non 	cost ias- 
tified discounts."  are those discounts from the established 
gross charges required due to governmental reimbursement 
practices established pursuant to regulations authorized by 
such governmental programs as those created by Title V, 
Title XVIII and Title XIX of the United States Social Secur-
ity Act.  

Eaa 	eff,ffieatal eeatcaet adji*&t- 
ments" aie these discounts from the established charges se-
quircd doe to governmental rcimburscmcnt practiccs estab-
lished pofs+Jaat to rcgulatiens authorized by soeb gov-
ernmental programs as these crcatcd by Title V. Title XVIII  
aad Title XIX  of the United States Social Sccurity Act. 

Ebb -€est jtistified discounts" Of 
fercntial&- means these easlj- tradc, ec quantity discounts Of 
diffcrentials from the established chnrges. l.a oi'dec to include 
the amount of these discounts oi' differentials ii ratcs- hespi-
tals shall demonst4'ate that the valuc, as measuced i.a money, 
of scrviccs or ether benefits for as accounting period pi'o-
4de4 by certain paticnts- grotips of patients, or third party 

payers to the hospital is eq+*al to or greater thea the nggrc 
gated amount, as measared in money, of the differential or 
discount granted to certain paticnts- groaps of patients or 
third party payers for that same accounting period. 

(cc) Qiscounts or differentials which are 
not eost jostified in a manner eoosistent with MCAR 
§ 1.487  aii(bbabovc, shalinetbe included in 
rates bat shal4 be treated as ceduetiens in revenue and 
recorded by the hospital as saeh-- 

(b) The losses in revenues due to bad debts, 
charity allowances, and governmental  contractual allow-
ances should be offset by available and applicable income 
from sources other than patients, as identified by 7 MCAR 
§ 1.487 A. 2., before these losses are included in rates. 
Such offsets should never result in a condition where 
charges are lower than the actual cost of providing care for 
purposes of reimbursement by third party payors or by gov-
ernmental programs. 

(6) ''Discounts" andlor "price differentials" are 
those discounts andlor prices granted andlor charged tocer-
tam payors (patients, groups of patients, or third party 

S 
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7 MCAR § 1.487 
payors), which result in receipts by a hospital of something 
less than the average expected dollar amount received for 
services rendered of comparable type, kind, and quality in 
the absence of such discounts and/or prices. These discounts 
and/or price differentials shall be classified as either cost 
justified or non-cost justified.  

(a) ''Cost justified discounts" and/or "cost 
justified price differentials" are discounts and/or price dif-
ferentials, as measured in dollars, for the services and/or 
other benefits given to a hospital by a payer during an ac-
counting period. Cost reducing benefits and services that 
shall be considered in a determination of whether a discount 
is cost justified include:  

(i) hospital administration;  

(aa) payer admitting requirements;  

(bb) payer accounting and audit require- 
ments; 

(cc) payer billing costs; 

(ii) hospital working capital requirements;  

(aa) cash and prepayment;  

(bb) the length of time taken to pay bills; 
and 

(iii) other cost reducing activities un-
dertaken by specific payers that do not simply and inequita-
bly shift costs from one payer to another (primary considera-
tion should be given to activities that serve the long-range 
interests of a system-wide reduction of hospital costs).  

(b) ''Noncost justified discounts" and/or 
"noncost justified price differentials" are all other dis-
counts and/or price differentials that are not cost justified in  
a manner consistent with 7 MCAR § 1.487 A. 1. a. 6. (a).  

(c) "Cost justified discounts" and/or "price 
differentials" shall be granted to payers for hospital services 
and may be included in a hospital's financial requirements 
if: 

(i) the amount of the discounts or price dif-
ferentials as measured in dollars is equal to or less than the 
value of services or other benefits given to a hospital by a 
payer during accounting period; and 

(ii) the dollar value, per adjusted admission, 
of the services or other benefits offered to a hospital by a 
payer is first subtracted from the average cost (which in-
cludes the cost saving associated with the service or of 
benefit given) per adjusted admission for all patients.  

(d) ''Noncost justified discounts" and/or 
"noncost justified price differentials" shall not be included 
in a hospital's financial requirements.  

b. Plant capital needs. Rates should provide the 
finances necessary for various plant capital needs. In order 
to include plant capital needs in rates, the hospital must fund 
the plant capital requirement and be in receipt of a certificate 
of need as required by Minn. Stat. § 145.71-145.84. Fund-
ing of depreciation shall mean the actual placement of the 
cash in the fund or meeting the capital obligations and de-
positing the net amount to the fund. 

(1) Finances which relate to land, land improve-
ment, building and building equipment and movable 
equipment shall be placed in an identifiable fund. The use of 
the fund shall be restricted to debt principal retirement, new 
plant and equipment (with certificate of need approval if 
necessary), major repairs  (that are capitalized),  replacement 
of capital equipment (with certificate of need approval if 
necessary):-,  and Hill-Burton free-care expenses in excess of 
those accounted for by 7 MCAR § 1 .487 A. 1. a. (5) (a) (iii) 
and all other free-care (not to exceed 3% of operating ex-
penses net of medicare and medicaid expenses). The annual 
increment to this fund should be:  

(a) The annual straight-line depreciation ex-
pense on land improvements, buildings, building equipment 
and movable equipment. 

(b) Plus inflation factors, an amount  annually 
determined (for each hospital)  af*4 to be  consistent with the 
established useful lives of land improvements, buildings, 
building equipment, and movable equipment. These infla-
tion factors  This amount shall be determined by the system 
on the basis ef a pi'iee leve' adjistmcnt  as follows: ia4e* 
rccognizcd by independcnt public appraisess as eapfessifig 
the annual pfiee lcvcI adjastmcnt ff'em historical eest of h-es-
pital land improvcmcnts- buildings hospital building cquip 
meat and movabic equipment. The system shall dcrivc these 
factors fcem any of the most currcnt indiccs thee available to 
the system which give specific recognition to the following 
factors: 

(i) An index or cumulative index determined 
by the system and recognized by independent public ap-
praisers as expressing the annual effects of inflation upon 
historical cost from the year of purchase of hospital land 
improvements, buildings, hospital building equipment and 
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movable equipment and shall be multiplied by an asset(s) 
annual depreciation expense.  

(ii) The index for the budget year's expected 
annual depreciation expense shall not exceed 1.04.  

7 MCAR § 1.487 
commodate advances in medical technology, where either 
or both of these needs have, received certificate of need 
approval when required), the additional financial resources 
should be acquired from: 

	

(c) The system shall derive these indices from 	 (a) income from appropriate sources other than 

	

any of the most current indices then available to the system 	patients; 
which give specific recognition to the following factors:  

(i) the effect of inflation upon the replace-
ment cost of existing land improvements, buildings, build-
ing equipment, and movable equipment, based upon their 
historical cost; and 

(ii) the effect of inflation upon funds neces-
sary for the modification of or addition to hospital buildings, 
land improvements, building equipment, and movable 
equipment. 

(2) 100 percent of the inflation factors should be 
included by the hospital as the annual inflation factor unless 
the hospital has been determined to have excess capacity, as 
provided by 7 MCAR § 1.487 A.4., or by the appropriate 
health systems agency, professional standards review or-
ganization and State Health Planning and Development 
Agency. In instances where excess capacity exists, the an-
nual inflation factor and the level of debt principal payment 
in excess of the depreciation allowance permitted by 
7 MCAR § 1.487 A. 1 .b. (1) should be reduced by the pro-
portion of facilities determined to be in excess. 

(3) The fund may not be sufficient to retire exist- 
ing debt. 

(4) The annual interest income earned from an 
investment of this fund annually should be used to reduce 
the inflation factor requirements for plant capital needs 
which are included in rates. In addition, the annual incre-
ment to the plant capital fund, when projected over the lives 
of the depreciable assets of the hospital using the current 
year's experience, should be evaluated with regard to the 
individual hospital's capital needs in relationship to the ap-
propriate health systems agency's areawide health plan and 
the State Health Planning and Development Agency's State 
Health Plan. 

(5) In the event that sufficient financial resources 
are not available in this fund to meet plant capital needs 
(including the need for the replacement of existing facilities 
and the need for expansion of the scope of services to ac- 

(b) borrowed funds or leases to the extent in-
come from sources other than patients can be demonstrated 
to be inadequate; or 

(c) approved inclusion in rates to the extent it 
can demonstrate that insufficient resources exist from (a) 
and (b) above, and that inclusion in rates will result in a 
lower cost to current patients than would result from the 
borrowing of funds or leasing of plant capital assets. Ap-
proval of inclusion in rates shall be by the system upon 
demonstration by the hospital of both of the conditions 
herein stated. Once approved, the inclusion in rates of these 
additional financial requirements may be considered reason-
able. Any portion of the annual equal amortized historical 
cost of any plant capital needs, as determined over the use-
ful life of those plant capital needs, so included in rates 
should not be depreciated. 

(6) If a hospital can demonstrate that an 
emergency exists, then the hospital may, with certificate of 
need approval, include the cost of the emergency plant capi-
tal needs directly in its rates in a manner consistent with the 
previous financial practices of that hospital. 

(7) If a hospital can demonstrate that the assump-
tion of any specific capital debt will result in a greater cost 
to current patients than depreciation or retirement of that 
debt under consistent financial practices of that hospital 
which differ from the determination of plant capital needs as 
stated by these rules, then a hospital may choose an alterna-
tive method of meeting its plant capital needs. In this in-
stance, the hospital should provide complete information to 
the system regarding the precise method which will be used 
to meet such a plant capital need. Direct inclusion of plant 
capital needs in rates requires approval by the system as 
provided by 7 MCAR § 1.487 A.l.b., above. 

c. Incremental operating cash needs. Rates should 
provide finances to maintain a reasonable working capital 
allowance. 

(1) The working capital allowance which may be 
included in rates is determined by the annual incremental 
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difference between (net accounts receivable and inventories 
and prepaid expenses) and (salaries payable and other net 
payables) at the end of an accounting period. Any increases 
in working capital over the prior year, as stated in the first 
report of annual financial information submitted to the sys-
tem by a hospital shall form the initial basis for the system's 
assessment of the reasonableness of the working capital al-
lowance. 

(2) The amount of working capital is dependent 
upon the number of days charges in accounts receivable for 
the hospital. These days charges should be stated in aggre-
gate for an accounting period. A statement of accounts re-
ceivable by payor must also be provided. 

(a) Payors may include: 

(i) third party payors, including: 

(aa) Medicare; 

(bb) Medicaid; 

(cc) Blue Cross; 

(dd) health maintenance organizations; 

(ee) other insurers, and 

(ii) paying patients. 

(b) The number of days charges in accounts 
receivable for the hospital is determined by: 

Total Net Accounts Receivable 
At The End Of An Accounting Period  

Total Patient Charges For 
The Same Accounting Period  

Actual Number of Calendar Days 
In That Same Accounting Period 

(3) "Net accounts receivable'' means the dollar 
amount accounts receivable at the end of an accounting 
period less estimated discounts and differentials and reserve 
for uncollectables. 

(a) To the extent that the number of days 
charges in accounts receivable for a hospital increases from 
one accounting period to another subsequent accounting 
period, the hospital may increase rates to maintain its work-
ing capital allowance. 

(b) To the extent that the number of days 
charges in accounts receivable for a hospital which is at-
tributable to a particular payor or category of payors de-  

creases, the working capital allowance should be reduced by 
that amount. 

(4) "Inventories" means the dollar amount in in-
ventories at the end of an accounting period. The dollar 
amount in inventories should not increase from one account-
ing period to another subsequent accounting period unless 
the hospital can justify such an increase as due to inflation, 
alterations in scope or volume of services offered. 

(5) "Other net payables" means total payables at 
the end of an accounting period less all liabilities owed to 
third party payors and less the current portion of plant capi-
tal expenditure from the plant capital fund. 

(6) The reasonableness of the working capital al-
lowance depends upon factors including: 

(a) The number of days charges in accounts 
receivable for a hospital compared with the number of days 
charges in accounts receivable for other hospitals deter-
mined by the system to share common characteristics. This 
number may be compared for hospitals in total. 

(b) The amount of bad debts accrued by a hos-
pital during an accounting period; and 

(c) The amount of finances a hospital may hold 
in reserve funds. 

2. lncomc Restricted and unrestricted funds from 
sources other than patients. In all investigations, analyses, 
and reviews conducted pursuant to these rules, the system 
shall recognize that hospitals have sources of incomc  funds 
other than patients which are intended to be or may be used 
for the reduction of its rates. In meeting the reporting re-
quirements of these rules, hospitals shall discIosethe extent 
of which this income is these funds are  used to offset costs 
and to provide service in such a manner as to reduce gross 
rates charged patients. This income includes: 

a. Restricted endowment funds, specific purpose 
funds,  tax funds (tax receipts or appropriations received) 
and gifts.  

(1) Ifleeme Monies from endowment funds, 
and/or gifts restricted by donors, or monies generated by 
taxes to provide for services for designated patients should 
be used to reduce the payment for those services. 

(2) Ieme Monies from endowment funds, 
and/or gifts restricted by donors or monies generated by 
taxes  to provide for buildings and movable equipment 
should be used to reduce the designated building and mova-
ble equipment capital needs, (this may include debt princi-
pal retirement) as appropriate. 
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(3) If a hospital has restricted funds which could 

be used for a building or equipment purchase but chooses 
instead to use borrowed money, all costs associated with 
paying off the incurred debt should not be considered rea-
sonable unless the hospital demonstrates that the financing 
method used was to the economic benefit of patients then 
utilizing that building or equipment. 

(4) If funds are restricted to a particular type of 
plant capital project, which is not a replacement of a previ-
ous or existing project, these funds should not be used until 
the hospital has obtained a certificate of need, if required, 
for that type of plant capital project. 

(5) Funds restricted to research should be used if 
needed and available to offset any research costs. Patient 
revenues from revenue cost centers should not be used to 
provide matching monies for non-patient-care related re-
search. 

(6) Monies from endowment funds, and/or gifts 
restricted by donors or monies generated by taxes to provide 
for operating expenses should be used to reduce payments 
for operating expenses.  

b. Unrestricted funds from nonpatient sources. Un-
restricted funds from nonpatient sources should be used to 
reduce the total financial requirements of a hospital. Excep-
tions to this rule may be granted if the hospital can show that 
alternative uses of these funds are to the economic benefit of 
current patients and/or are in the best interests of the com-
munity served. 

c. Auxiliary enterprises. Profits from such enter-
prises operated by hospitals should be used primarily to 
offset the financial requirements of a hospital. Such enter-
prises should be self-sufficient and profitable. Any losses 
incurred by the hospital due to such an enterprise which can 
be demonstrated to be a fringe benefit to hospital employees 
or of direct economic benefit to patients receiving care dur-
ing the period of incurred loss may be included in rates. 

d. Special projects income. Income received to 
finance special projects or salaries paid to special project 
employees should be deducted from financial requirements 
before determining the amount of payment to be made for 
patient services. Income to the hospital from the special 
projects in excess of the projects' financial requirements 
should be used to offset the hospital's financial require-
ments. 	 - 

e. Income from sources other than patients used as  

7 MCAR § 1.487 
offsets to rates should never result in a condition where 
charges are lower than the actual cost of providing care for 
purposes of reimbursement by third party payors or by gov-
ernmental programs. If such a condition should result, the 
offsets should be adjusted to that portion which would not 
cause this condition. 

3 Variations from budgctcd volumcs of activity and 
service. Changes io the aggrcgatc rate may be neeessary dee 
to variations from budgcted volumcs of activity and service. 
The financial requirements of a hospital for a budget year 
should reflect adestmcnts if's volumes of activity and servicc 
rcalizcd during the prior and current years-v 

If a hospital over projects fts volume io a service 
center, io the neat year its financial rcquirements should be 
inercased by an amount eqtal to the ratio of ll*ed to total 
eosts for that scrvicc ccntcr multiplicd by the incomc less 
dee to unrcalizcd activity. 

b If a hospital undcr projects its volume a 
center, io the oeM year its financial requirements should be 
redt+eed by the ratio of fixed to total eests of that service 
center multiplied by the income loss doe to unrealized aetiv- 

OT The system proposes three alternative procedures 
for identifying the eosts related to increased volume or re-
duction in expenses anticipated resulting from decreases ia 
volume as compared to original budget forecast 

(-4-f Alternative 4- The system will establish dif-
ferent fi*ed to variable expense ratios for different peer 
groepsof hospitals. The ratios will vary from 8O%/4O and 
shall be applied to hospitals in a manner eoosisteet with the 
hospital's siae and complexity of services-v The fi*ed to 'avi-
able expense ratio will be applied to total patient adotissions 
a4jested for outpatient activity, with the adjestment based 
on the ratio of outpatient revenues to inpatient revcnucs- 

Alternative 2 In the event that an individual 
hospital identifies that its foed.to variable expense ratio dif-
fers significantly in aggregate total from that established by 
the system, that hospital may submit supporting data to the 
system reqoesting a fi*ed to variable ratio different than that 
adopted for its peer group. I-n seeh eases-i  the system may 
approve a fi*e4 to variable expense ratio other than that 
established tinder 7 MCAR 4 1.487 A- 3- e-- fl* Under this 
alternative, the ed to variable ratio would be applied to 
adeste4 patient admissions-i  with the ad-jestment based en 
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S 7 MCAR § 1.487 
the catie ef outpatient revenues te inpatient revenucs- Revc 
aue aed cate adj+tstmcnt based ea volume variance within the 
pce seas ef Alternative -1- an4 2 eaa be ffiade ea aggregate 
average annual fates pec a4ja*sted patient admissieas-- These 
cates- based ea tetal approved budget, ace identified at the 
tifae ef the budget review. 

Alternative 3 1-a the eveat that a hesp4tal has 
identified that its operating expenses by service center tie- 
past drastically frem the fixed te variable expense catie at the 
aggregate level, saeh a liespital may submit supporting data 
atthe aggregate level, seehahespitalmay submit supporting 
data te the system establishi+,g a different fi*ed te variable 
expense catie fec eaeh service center. 1-n seeb instances the 
volume variances would be ffieas*wed according te the eait 
ef service established fec eaeh service center, aed the e*- 
pease adj+istmcnt allowance would be based en the catie ef 
fi*ed te variable expenses fec eaeh service center, rather 
than en the aggregate overall average expenses and pec ad- 
jested adatissien 

3. Variations from budgeted revenue and expense.  
Changes in aggregate rates may be necessary due to varia-
tions from budgeted volume and mix of services, and as-
sumptions about future input prices. The financial require-
ments of a hospital for a budget year should reflect varia-
tions from budgeted revenue and expense as depicted by 
actual experience in the current and prior years.  

a. If actual reasonable financial requirements pur-
suant to 7 MCAR § 1.487 C. 2. b., as reconciled to an 
audit, are in excess of actual reasonable revenues, as recon-
ciled to an audit, pursuant to 7 MCAR § 1.487 C. 2. b., by 
a greater margin than was previously budgeted in the year in 
question, then the excess may be included in the forthcom-
ing budget year's reasonable financial requirements pur-
suant to 7 MCAR § 1 .487 C. 2. b.  

b. If actual reasonable revenues pursuant to 
7 MCAR § 1.487 C. 2. b.,  as reconciled to an audit, are in 
excess of actual reasonable financial requirements, as re-
conciled to an audit, pursuant to 7 MCAR § 1 .487 C. 2. b., 
for the year in question, then the excess may be used to 
offset the forthcoming budget year's reasonable financial 
requirements pursuant to 7 MCAR § 1.487 C. 2. b.  

e. When adjusting the forthcoming year's budgeted 
reasonable financial requirements pursuant to 7 MCAR 
§ 1 .487 C. 2. b. for the conditions described in 7 MCAR 
§ 1.4873. a. and 1.4873. b.:  

(1) Hospitals should not benefit from unantici-
pated gains resulting from under estimates of projected rea-
sonable revenues, and/or volume, and/or over estimates of 
the costs of services delivered pursuant to 7 MCAR § 1 .487  

C. 2.  b., however, hospitals should benefit from pro-
ductivity increases that reduce the reasonable cost of deliv-
ered and/or offered services pursuant to 7 MCAR § 1 .487  
C. 2. b.  

(2) Hospitals should not be penalized for incur-
ring unanticipated losses resulting from over estimates of 
reasonable volume, and/or revenue, and/or under estimates  
of the reasonable costs of services delivered (when com-
pared to the allowable increase limit adjusted for actual  
inflation for the relevant period), however, hospitals shall 
not carry forward losses that result from conditions that 
should have been averted and/or decreases in productivity.  

(3) If current year estimates of unanticipated  
losses exceed .005 times the hospital's operating budget, 
then that amount in excess of the loss estimated in the 
budget year may be carried forward to the forthcoming 
budget year. The estimated loss carried forward from the 
budget year must be reconciled to an audit in a subsequent 
filing (when the budget year becomes the prior year).  

4. Excess capacity. For hospitals with occupancy 
rates, based upon staffed and set up beds, below the average 
occupancy rate of other hospitals determined by the system 
to share common characteristics, the aggregate rate set on 
the basis of costs may produce unreasonable charges to 
patients. The system may assess the aggregate rate of such 
hospitals where the criteria of need for beds shall be consist-
ent with the demand for beds as indicated on a hospital or a 
service center level by occupancy rates. In cases where low 
occupancy appears to affect the aggregate hospital rate, the 
hospital shall be considered to have excess capacity. 

a. Prior to any determination by the system that ex-
cess capacity exists in a hospital, the system shall submit its 
preliminary determination to the appropriate health systems 
agency and to the State Health Planning and Development 
Agency, both of which are identified according to Public 
Law 93-641, § 1515 and 1521, as well as the appropriate 
professional standards review organization. These agencies 
may comment to the system regarding the consistency of 
this preliminary determination with health care standards 
regarding occupancy rates in their areas of expertise. 

b. If these agencies comment that this preliminary 
determination is consistent with health planning standards 
and, if applicable, the declarations of an appropriateness 
review, then the system may determine a hospital to have 
excess capacity. This determination shall state in quantita-
tive terms the extent of any determination of excess capacity 
and the basis for the determination. 

e. In hospitals where excess capacity exists, the an-
nual inflation factor and any debt principal payment to the 
plant capital fund which relates to beds, in excess of the 
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depreciation allowance permitted by 7 MCAR § 1 .487 
A. I .b.(l), should be reduced by the proportion of excess 
beds to total beds available. 

B. Investigations. 

1. The system may investigate any or all hospital 
rates, rate components or rate structures established by a 
hospital or common to more than one hospital. Such inves-
tigations shall be supplemental to and not in place of review 
of reports of rate revenue and expense or interim increase 
reports as authorized by 7 MCAR § 1.487 C.2. 

2. The system shall investigate the basis of existing 
rates as contained in the rate revenue and expense reports of 
hospitals in an effort to assess whether or not current rates 
are reasonable, equitable, and nondiscriminatory among 
insurers. 

3. The system shall notify any hospital or hospitals 
whose rates, rate components or rate structures are to be 
investigated, as provided by (1) or (2) above, and shall state 
the objective of such an investigation. 

4. Investigations and subsequent reports shall analyze 
rates, rate components and rate structures in accordance 
with the bases for judging established by 7 MCAR § 1 .487 
A. 

5. Investigative report. Subsequent to an investiga-
tion, the system shall issue an investigative report which 
shall detail its findings. The findings of an investigative 
report shall be considered in the review of any interim in-
crease or rate revenue and expense report subsequently 
submitted by an investigated hospital. 

C. Review of reports. 

1. General provisions: completeness. 

a. Each report required by these rules shall be re-
viewed by the system in order to ascertain that the report is 
complete. A report shall be deemed to be ified when the 
system has ascertained that the report is complete. Complete 
means that the report contains adequate data for the system 
to commence its review in a form determined to be accepta-
ble by the system pursuant to 7 MCAR § 1 .474 A., 
7 MCAR § 1.474 B., and 7 MCAR § 1.474 C., as appropri-
ate. 

b. If the system has not responded to the hospital 
within ten working days after the receipt of a report by the  

7 MCAR § 1.487 
system, the report is deemed to be complete and filed as of 
the initial day of receipt by the system. The system may 
stipulate any additional time it may need to ascertain a re-
port's completeness in which case, the ten working day 
period does not apply. Such stipulated additional time shall 
not exceed thirty days after the day of the initial receipt of a 
report by the system. If a report is not found to be incom-
plete during such additional period, it shall be deemed to be 
complete and filed as of the initial day of receipt by the 
system. 

c. A report determined by the system to be in-
complete shall be returned immediately by the system to the 
hospital with a statement describing the report's deficien-
cies. The hospital shall resubmit an amended report to the 
system. Such a return and resubmittal shall be recorded in 
that hospital's file as maintained by the system. If the re-
submitted report is determined to be complete by the sys-
tem, then it shall be deemed to be filed on the date the 
resubmitted report is received by the system. 

d. Reports filed with the system by hospitals prior to 
the effective date of this rule shall be deemed to be tem-
porarily. complete. Subsequent to the effective date of these 
rules, the system may require hospitals to amend these re-
ports to conform with the requirements of these rules. 

e. If a hospital discovers any error in its statements 
or calculations in any of its submitted reports ascertained by 
the system to be complete, it shall inform the system of the 
error and submit an amendment to a report. 

(1) In the case of an interim increase report or a 
rate revenue and expense report, the submittal of an 
amended report by a hospital to the system shall not affect 
the date of filing or the sixty-day period required, providing: 

(a) The hospital informs the system of any er-
rors prior to the system's public comments on the rea-
sonableness of the hospital's aggregate rate; and 

(b) The errors are not of such great magnitude 
as to affect the system's ability to make a fair comment. 

(2) An amended rate revenue and expense report 
or interim increase report not meeting the conditions estab-
lished by 7 MCAR § 1.487 C.1.e.(1), above, shall be re- 
filed as if it were a new report. 

f. If the system discovers an error in the statements 
or calculations in a report filed with it which the system 
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S 7 MCAR § 1.487 
determines will have a noticeable impact upon its ability to 
render a fair comment on the report, it may require the 
hospital to amend and resubmit the report by a date deter-
mined by the system to be reasonable. The initial filing date 
is not affected if the hospital resubmits the report by the 
determined date. If the hospital fails to resubmit the 
amended report by that date, the date of filing shall be the 
date the system receives the resubmission. 

2. Review of rate revenue and expense reports and 
interim increase reports. 

a. These reports shall be reviewed on a basis of the 
rate and cost history of each hospital on an institutional and 
a service center basis. Statistical and financial information 
available for a hospital as a whole institution may be com-
pared with the same type of information for other peer hos-
pitals which share common characteristics. In instances 
where service centers among hospitals sharing common 
characteristics themselves share common characteristics, 
hospitals may compared on a service center basis. Com-
mon characteristics may include: 

(1) similarity in available number of beds and re-
lated occupancy rates; 

(2) similarity in composition of areas of patient 
origin; 

(3) similarity in composition of patient services; 

(4) the status of a hospital as a teaching or non- 
teaching institution; 

(5) similarity in size and composition of full-
time-equivalent staff of the hospital and ratios of that staff to 
patient admissions; and 

(6) other data determined by the system to be 
appropriate which may be available pursuant to annual 
licensing report requirements as established pursuant to 
7 MCAR § 1.078 (d)(l). 

b. Comment. The system shall comment upon 
interim increase reports and rate revenue and expense re-
ports to the hospital, the board and the public prior to the 
implementation of proposed budgets or aggregate rates. The 
comment shall state that a hospital's existing and proposed 
existing and proposed aggregate rates are reasonable or are 
in question. 

(1) Bases which may be used to comment that a 
hospital's existing and prospective rates are reasonable, in-
clude: - 

(a) aggregate Rrates and components of aggre-
gate rates  are similar to the average of the aggregate rates 
and components of aggregate rates in effect in the prior year 
for other hospitals in a peer group; 

(b) prospective aggregate rates and compo-
nents of prospective aggregate rates represent a minimal 
increase which is consistent with the principles ef the bases 
fef judging  the allowable increase limit established by 
7 MCAR § 1.487 A  1.504;  

(c) aggregate rates  and components of aggre-
gate rates have been demonstrated by the hospital to be 
necessary and consistent with the principles of the bases for 
judging established by 7 MCAR § 1.487 A. 

(d) aggregate costs and components of aggre-
gate costs are similar to the average of the aggregate costs 
and components of aggregate costs incurred by other hospi-
tals in a peer group during the prior year;  

(e) prospective aggregate costs and compo-
nents of prospective aggregate costs represent a minimal 
increase which is consistent with the allowable increase 
limit established in 7 MCAR § 1.504 and components of the 
allowable increase limit that corresponds to natural expense 
categories presented in 7 MCAR § 1 .474 A. 2. f.; 

(f) aggregate costs and components of aggre-
gate costs have been demonstrated by the hospital to be 
necessary and consistent with the principles for judging es-
tablished by 7 MCAR § 1.487 A.;  

(g) total prior and current year's actual aggre-
gate rates and costs are similar to prior and current year's 
budgeted aggregate rates and costs;  

(h) actual and budgeted costs and revenues for 
each service center are similar.  

(2) Bases which may be used to comment that a 
hospital's existing and prospective rates are in question in-
clude: 

(a) aggregate Rratesand components of aggre-
gate rates deviate from the average of the aggregate rates 
and components of aggregate rates thea in effect in the prior 
year  for other hospitals in a peer group; 

(b) Rates have ae beea dcmonstratcd by the 
hespia4 te be aeeessafy afid e asistea1 with the bases fef 
judging established by MCAR §448- #  prospective 
aggregate rates and components of prospective aggregate 
rates do not represent a minimal increase which is consistent 
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with the allowable increase limit established in 7 MCAR 
§ 1.504;  

(c) rates provide revenue which is in excess of 
expenses which deviate from the past financial practices of 
that hospital, of hospitals sharing common characteristics,  
or which deviate from the principles of the bases for judging 
established by 7 MCAR § 1.487 A.;  

(d) aggregate costs and components of aggre-
gate costs are not similar to the average of the aggregate 
costs incurred for other hospitals in a peer group during the 
prior year;  

(e)prospective aggregate costs and compo-
nents of prospective aggregate costs do not represent a min-
imal increase which is consistent with the allowable in-
crease limit established in 7 MCAR § 1.504 and compo-
nents of the allowable increase limit that corresponds to 
natural expense categories presented in 7 MCAR § 1.474 
A. 2. f.;  

(f) aggregate costs and components of aggre-
gate costs have not been demonstrated by the hospital to be 
necessary and consistent with the principles for judging es-
tablished by 7 MCAR § 1.487 A.;  

(g) total prior and current year's actual aggre-
gate rates and costs are not similar to prior and current 
year's budget aggregate rates and costs;  

(h) actual and budgeted costs and revenues for 
each service center are not similar.  

D. Public meetings. All official meetings of the system, 
including executive sessions, which occur for any purpose 
related to completion of an investigation, release of results 
of an analysis, or issuance of comment upon review of 
reports pursuant to these rules shall be open to the public. 
Public notice shall be given one week in advance of any 
official meetings of the system where the results of investi-
gations, analyses or reviews are to be discussed or acted 
upon. 

E. Burden of proof. In all matters relating to the review 
of interim increase reports or Rate Revenue and Expense 
Reports or other analyses or investigations, the burden of 
proof of the reasonableness, equity and lack of discrimina-
tion of established or proposed rates under review shall rest 
with the hospital.  

7 MCAR § 1.504 
F. Consolidation. When two or more investigations, 

analyses or reviews involve common questions of fact, the 
system may address the commonquestions of fact and make 
comments applicable to all hospitals under consideration. 

7 MCAR § 1.504 Commissioner of Health determination 
of allowable increase limit. 

A. The Commissioner of Health maintains the authority 
to establish allowable increase limits. Increases in rates 
which have minimal impact upon the average charges per 
patient admission for the hospital are allowed to meet ex-
penses incurred by a hospital due to inflation. Increases are 
determined to have minimal impact if they do not exceed, 
for any projected accounting period or portion thereof, a 
cumulative total of the appropriate quarterly allowable in-
crease limits established by the commissioner. 

B. During the quarter of the first fiscal year that these 
rules are effective, the Commissioner of Health shall estab-
lish a quarterly allowable increase limit: 

1. for each of the full quarter(s) of its current fiscal 
year which remain unexpired at the time rules are promul-
gated; and 

2. for each quarter of its next subsequent fiscal years 
necessary to result in a total of six quarterly allowable in-
crease limits corresponding to the next six quarters of the 
current and next subsequent fiscal years occurring im-
mediately after the implementation of these rules. 

C. At the beginning of each quarter subsequent to the 
effective date of these rules, the Commissioner of Health 
shall establish a quarterly allowable increase limit for the 
sixth subsequent quarter. 

D. The Commissioner of Health shall provide each hos-
pital and each approved applicant with information concern-
ing the quarterly allowable increase limits on each occasion 
that the commissioner does establish such a limit. 

E. Form. The quarterly allowable increase limit is a 
single percentage figure which is applicable to the average 
charges pel' inpatient admissiei  aggregate rate and average 
aggregate cost.for the hospital. 

F. Basis. This single percentage figure is based upon the 
averaged monthly  quarterly Consumer and/or Wholesale 
Price lnde* Indices, and/or relevant components of the Con- 
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sumer, Wholesale Price or other appropriate economic indi-
ces representing natural expense categories presented in  
7 MCAR § 1.474 A. 2. f.,  as published by the Division of 
Labor Statistics, U.S. Department of Commerce, stated as 
percent changes, for relevant previous quarters preceding 
the establishment of a quarterly allowable increase limit. 

G. Compensation. Should quarterly allowable increase 
limits prospectively established by the commissioner ac-
cording to these rules allow increases in aggregate rates in 
excess or less than any actual increases in the Consumer 
and/or Wholesale Price lfi4e Indices, or relevant compo-
nents of these indices, the commissioner may compensate 
for this excess by: 

1. measuring the difference between the prospective 
quarterly allowable increase limits and the actual changes in 
the Consumer Price Index for expired quarters; and, 

2. adding or reducing by a reasonable proportion of 
that difference the next set of quarterly allowable increase 
limits to be established by the commissioner. 

7 MCAR § 1.509 Fees. Hospitals whose rates are reviewed 
by the Commissioner of Health as distinct from a voluntary, 
nonprofit rate review organization, shall submit ffling fees 
with rate revenue and expense reports and interim increase 
reports which are submitted to the commissioner. These 
fees are based on the cost of reviews and the number of beds 
licensed as acute care beds in a hospital, pursuant to Minn. 
Stat. § 144.50 to 144.58. 

A. Rate revenue and expense report fee. On each occa-
sion which a hospital submits a rate revenue and expense 
report to the Commissioner of Health as distinct from a 
voluntary, nonprofit rate review organization, it shall ac-
company this report with a ffling fee based upon the follow-
ing schedules which shall be annually adjusted to reflect the 
impact of inflation upon these fees, providing the report is 
timely: 

if the Numbcr ef Lieeise4 
Acutc Care Be 	ef the 
	I4esj3ital 1s   	

Theo the 
Filg Fee 

-1st 	 
6te24 $ 	385.00 

2Ste49 495.00 
to 99 740700 

00 to 449 $ 	930.00 
4-50 to 499 $1,150.00 
200 to 249 $1,370.00 
250 to 299 1,590.00 
300 to 349 $1,810.00 
250 to 399 $2,025.00 
400 te449 $2,250.00 
450 to 499 $2,470.00 
500 Of ee $2,685.00 

Hospital Gross Revenue 	Filing Fee Is:  

Under $2,500,000 	.0005 Times Gross Revenue 
or $200 (which ever is less)  
to a Maximum of $800  

$2,500,000-$ 19,999,999 	.0004 Times Gross Revenue 
to a Maximum of $5,500  

$20,000,000 + 	 .0003 Times Gross Revenue 
to a Maximum of $7,500  

B. Interim increase report fee. On each occasion which a 
hospital submits an interim increase report to the Commis-
sioner of Health as distinct from the voluntary, nonprofit 
rate review organization, it shall accompany this report with 
a filing fee. This fee shall be one-half of the rate revenue 
and expense report fee, as established by 7 MCAR § 1 .509 
A., providing the report is timely. 

C. "Timely" means that each report has been submitted 
within the time prescribed by 7 MCAR § 1 .481 C. 1. or 
7 MCAR § 1.481 D. 1., as appropriate, that an extension of 
these reporting times, as permitted by 7 MCAR § 1 .481 F., 
has not been necessary, and that the report has been deter-
mined to be complete, pursuant to 7 MCAR § 1 .487 C. 1. If 
a report does not meet these standards, the commissioner 
may require the submission of an additional late fee accord-
ing to the following late fee schedule: 

1. A report submitted after the reporting times estab-
lished by 7 MCAR § 1.481 C.l. or 7 MCAR § 1.481 
D. 1., as appropriate, for which an extension in time has been 
permitted, pursuant to 7 MCAR § 1 .481 F., shall be liable 
for a late fee in addition to the filing fee established by 
7 MCAR § 1.509 A. or7 MCAR § 1.509 B., above, as ap-
propriate. This late fee shall be ten percent of the filing fee 
established by 7 MCAR § 1.509 A. or 7 MCAR § 1.509 
B., above and as appropriate for that hospital. 

2. A report submitted by a hospital which is deter-
mined not to be complete, pursuant to 7 MCAR § 1 .487 
C. 1., shall be liable for a late fee for each occasion on which 
a resubmission as provided by 7 MCAR § 1.487 C.1. occurs. 
This late fee shall be, for each such occasion of resubmis-
sion, five percent of the filing fee paid on submission of the 
initial report to the Commissioner of Health by the hospital 
as established by 7 MCAR § 1.509 A. or 7 MCAR § 1.509 
B., above. 

3. Reports not submitted or submitted after the report-
ing times established by 7 MCAR § 1 .481 C. 1. or 7 MCAR 
§ 1.481 D. 1., as appropriate, for which an extension has 
not been requested or permitted, pursuant to 7 MCAR 
§ 1 .481 F., shall be liable for the cost of a full audit by an 
independent public accountant, as necessary for the comple-
tion of the report in addition to the filing fee established by 
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7 MCAR § 1.509 A. or7 MCAR § 1.509 B., above, as ap-
propriate. 

D. The Commissioner of Health may suspend all or any 
portion of the filing fees and late fees herein established 
upon cause being shown by a hospital. Such cause may 
consider such factors as: 

1. The inability of a hospital to pay the fees without 
directly affecting the rates. 

2. The occurrence of any emergency financial condi-
tion of a hospital, including natural disasters or difficulties 
associated with completion of reports related to sicknesses 
or other absences of related hospital employees or other 
administrative complications resulting in delay in the com-
pletion of reports. 

3. Other factors which relate to the economic condi-
tion or administrative condition of a hospital. 

Department of 
Transportation 

Proposed Temporary Rules Relating 
to Implementation of the Rail User 
Loan Guarantee Program 

Request for Public Comment 

Laws of 1978, ch. 667, § 7 permits the Commissioner of 
Transportation to establish temporary rules relating to the 
rail user loan guarantee program to aid rail users in obtain-
ing credit for participation in contracts for rail line rehabili-
tation. 

Section 7 of the act provides that the temporary rulemak-
ing authority of the commissioner shall be effective until 
permanent rules are adopted pursuant to Minn. Stat. ch. 15 
or until October 15, 1979, whichever occurs first. 

Section 7 of the act also requires the commissioner to 
solicit information or opinions from sources outside of the 
Department of Transportation prior to the adoption of any 
temporary rules.  

14 MCAR § 1.4003 
Notice was given that the department requested informa-

tion and comments concerning the subject matter of the 
proposed rules on July 31, 1978 (3 S.R. 143). 

Laws of 1978, ch. 667 now requires that all interested 
persons or groups be allowed to submit for consideration 
their comments relating to the proposed rules set forth be-
low. Comments (either written or oral) should be addressed 
to: 

Sherri Y. Alston 
Assistant Commissioner for Public Transportation 
Minnesota Department of Transportation 
413 Transportation Building 
Saint Paul, Minnesota 55155 
Telephone: (612) 296-8048. 

Matters submitted for consideration should be pertinent to 
the proposed rules. Any comments received by the Depart-
ment of Transportation will become a part of the record of 
proceedings leading to the adoption of permanent rules. All 
comments must be received within twenty days of the date 
of this publication. The temporary rule may be revised on 
the basis of comments received. 

Please be advised that Minn. Stat. ch. 1OA requires each 
lobbyist to register with the Ethical Practices Board within 
five days after he or she commences lobbying. Lobbying 
includes attempting to influence rulemaking by com-
municating or urging others to communicate with public 
officials. A lobbyist is generally any individual who spends 
more than $250 per year for lobbying or any individual who 
is engaged for pay or authorized to spend money by another 
individual or association and who spends more than $250 
per year or 5 hours per month at lobbying. The statute 
provides certain exceptions. Questions should be directed to 
the Ethical Practices Board, 41 State Office Building, Saint 
Paul, Minnesota 55155. Telephone: (612) 296-5615. 

Jim Harrington 
Commissioner 
Department of Transportation 

August 7, 1978 

Temporary Rules as Proposed 

14 MCAR § 1.4003 Authority and Definitions. 

A. Authority. These rules are adopted pursuant to the 
provision of Laws of 1978, ch. 667, § 7. 

S 
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14 MCAR § 1.4003 
B. Definitions. The following terms as they appear in 

these rules and regulations shall have these meanings: 

1. "Account" means the Rail User Loan Guarantee 
Account established by Laws of 1978, ch. 667, § 3. 

2. "Act" means the Rail User Loan Guarantee Act, 
Laws of 1978, ch. 667. 

3. "Borrower" means any "rail user" as that term is 
defined in Minn. Stat. § 222.48, Subd. 6 (1976). 

4. "Capital investment'' means the cost of labor, ma-
terials and other incidental cost of rehabilitation of a rail 
line, including acquisition of right of way and structures. 

5. "Collateral" means the security pledged for the 
loan which may include but not limited to land, buildings, 
machinery, equipment, furniture, fixtures, accounts receiv-
able, marketable securities, cash surrender value life insur-
ance and assignment of leases or leasehold interests. 

6. "Commissioner" means the Commissioner of the 
Department of Transportation, State of Minnesota. 

7. "Department" means Minnesota Department of 
Transportation. 

8. "Lender" means any state or federally chartered 
bank, or in the case of revenue bonds issued under Minn. 
Stat. chs. 362A or 474, (1976), a municipality, county, or 
rural development financing authority. 

9. "Loan" means a loan or advance of credit to a rail 
user for the purpose of making a capital investment in rail 
line rehabilitation. 

10. "Personal guarantee" means a personal or corpo-
rate obligation to pay the loan. 

11. ''Railroad" means a common carrier by rail as 
defined by 49 U.S.C. § 1(3), (1970). 

12. "Rail line" means a railroad roadbed, right-of- 
way, track structure and other appurtenances of railroad 
right-of-way, including but not limited to, public-use sid-
ings. 

13.. "Rail user" means any person or entity described 
by Minn. Stat. § 222.48, subd. 6 (1976). 

14. "Rehabilitation" means the reconstruction or im-
provement of a rail line or portions thereof in order to im-
prove rail service; or construction of a new rail line to 
replace an existing one.  

14 MCAR § 1.4004 Application procedure. 

A. Loans by state or federally chartered banks. 

1. All information required to be submitted to the 
commissioner for consideration for commitment to insure 
any eligible loan shall be submitted in duplicate, and in-
clude: 

a. a written statement under oath executed by the 
borrower that the proceeds of the loan will be used solely for 
participation in contracts for capital investment for rail line 
rehabilitation; 

b. a copy of the contract for rail line rehabilitation 
which must contain: 

(1) the identification of the participating parties; 

(2) the total amount of the contract for rehabilita-
tion; 

(3) the respective share of the amount of the con-
tract for rehabilitation to be provided by each participating 
party; 

(4) the conditions for repayment of the total 
amount of the contract to the participating parties; 

(5) the nature of the capital improvements to be 
made; 

(6) identity of the escrow agent, if any; 

c. the Loan application taken by the lender, together 
with all supporting documents and data, pertinent to the 
lenders credit consideration, including the following: 

(I) principal amount of the loan and repayment 
terms; 

(2) the collateral offered; 

(3) investigative credit data developed; 

(4) borrower's statement of financial condition, 
including schedule of assets, liabilities, capital or net worth 
and income and expenses and for the immediately preceding 
three fiscal years; 

(5) application of person or persons, if any, mak-
ing personal guarantee of such a loan together with their 
statement of financial condition as required in (4) above; 

d. the form of the promissory note to be executed, 
complete except for signatures, and any personal guarantee 
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forms to be executed by a person or persons providing 
guarantee of repayment of the loan; 

e. the form of the security agreements or mortgages 
to be executed in connection with the loan, complete except 
for signatures; including the complete legal description of 
the property, personal or real, to be pledged, supplemented 
in addition by: 

(1) a statement of the collateral's condition, mar-
ketability and appraised value, including the source of the 
appraisal; 

(2) a statement of priority of such lien or security 
interest position based on official records search; 

(3) evidence of insurance coverage against cus-
tomary perils and the availability of suitable loss payable 
assignments; 

f. a lender's sworn statement to the commissioner 
which includes: 

(1) the citation of Minnesota Statutes under which 
the interest rate and other expenses in connection with the 
loan are deemed lawful; 

(2) certification of lender's appraisal and consent 
to make the loan in the amount applied for which may be 
conditioned upon the granting of the commitment for insur-
ance by the commissioner; 

g. an executed agreement between the lender and 
borrower that upon granting of the commitment for insur-
ance by the commissioner that: 

(I) funds will be disbursed only under the terms 
and for the purposes set forth in the application for insur-
ance; 

(2) liens and security interests provided for in the 
application and documents offered in the application for 
insurance will be filed, recorded or, otherwise, perfected by 
the lender; 

(3) reasonable care shall be exercised by the lend-
er or its agents to protect the interest of the state; 

(4) a copy of the Notice of Default required by 
the act to be sent to the borrower within 90 days of default 
of the loan shall also be sent to any person or persons 
guaranteeing the loan;  

14 MCAR §. 1.4005 
(5) if default is continued for 180 days and bor-

rower has not made arrangements to meet his obligation, the 
lender shall promptly notify the commissioner of the cir-
cumstances of default and file a claim for benefits under the 
act. 

B. Loans by municipalities, county or rural development 
financing authorities. 

1. All information required to be submitted to the 
commissioner for consideration for cpmmitment to insure 
any eligible loan shall be submitted in duplicate and include: 

a. The information required by A. l.a. through 
A.1.g.(3) of this rule. 

b. A copy of the application for the revenue bond 
project together with any attachments required to be submit-
ted to the Minnesota Department of Commerce, Securities 
Division. 

c. Evidence of the approval of the application for 
the revenue bond project by the Commissioner of Se-
curities. 

d. A statement that upon granting of the commit-
ment for insurance by the Commissioner that a copy of the 
Notice of Default required by the Act to be sent to the 
borrower by the trustee within 15 days of the default of the 
terms of the revenue agreement will also be sent to any 
person or persons guaranteeing the agreement. 

e. A statement that after 90 days, if default con-
tinues, the trustee shall file a claim with the commissioner 
stating the nature of the default. 

14 MCAR § 1.4005 Requirements for obtaining ap-
proval of commitments for insuring loans prior to their 
execution or disbursement. 

A. Eligibility requirements for loans by state or federally 
chartered banks; terms. 

1. Principal amount. The original bona fide principal 
amount of any loan shall not exceed: 

a. an amount which can be shown to be fully se-
cured by the unencumbered current appraised value of the 
collateral to be pledged by or on behalf of the borrower; or 
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b. an amount which can be reasonably documented 
and shown to be secured by the value found in the personal 
guarantee up to a maximum proportion of 40 percent of the 
original bona fide principal with the remaining proportion to 
be fully secured in the manner prescribed in a. above; 

c. in no event shall the amount exceed the current 
balance contained in the account multiplied by 10. 

2. Interest rate. The interest rate agreed upon between 
the borrower and the lender shall be expressed clearly in the 
loan agreement in annual percentage rate terms and include 
the manner in which lapsed periods of time are to be calcu-
lated for purposes of application of that rate, if interest is to 
be calculated or collected in intervals of less than one 
calendar year. 

3. Repayment terms. The loan agreement shall pro-
vide for repayment terms which: 

a. include a schedule of installment payments of 
principal and interest which will extinguish the original 
bona fide principal of the loan over a term not exceeding 15 
years from the date of execution of the loan; 

b. include a schedule of periodic installment pay-
ments of principal and interest coming due at least each 3 
months or such lesser intervals as are reasonably consistent 
with the revenue income flow determined to support the 
ability on the part of the borrower to repay the obligation; 

c. provide that the first such installment of principal 
and interest may be scheduled so as to coincide with the first 
anticipated revenue; 

d. include language which provides that no 
refinancing, extension or deferment of the originally con-
tracted obligation as approved for insurance or its security, 
or otherwise, as would operate to modify the original con-
tract terms may be made between the borrower and the 
lender unless such considerations are in writing and ex-
pressly approved by the commissioner; 

e. include language which effectively renders the 
obligation as documented to be nontransferable as to all or 
any part of its interests without prior written approval of the 
commissioner. 

4. No loan agreement may be the subject of any exten-
sion of time or deferment of originally scheduled install-
ment payments which would result in the final contracted 
payment of principal or interest or combination thereof to 
fall due at a date more than 15 years from the date of origin 
without prior written approval of the commissioner. 

B. Eligibility requirements for loans by municipalities, 
county or rural development financing authorities; terms. 

1. Principal amount. The original bona fide principal 
amount as to the amount insured of any revenue agreement, 
exclusive of interest and expense shall not exceed: 

a. an amount which can be shown to be fully se-
cured by the unencumbered current appraised value of the 
collateral to be pledged by or on behalf of the borrower, or 

b. an amount which can be reasonably documented 
and shown to be secured by the value found in the personal 
guarantee up to a maximum proportion of 40 percent of the 
original bona fide principal with the remaining proportion to 
be fully secured in the manner prescribed in a. above; 

c. in no event shall the amount exceed the current 
balance contained in the account when multiplied by ten. 

2. Repayment of revenue agreement. The repayment 
of the revenue agreement shall be such that it will produce 
income and revenue sufficient to provide for the repayment 
of principal and interest on all bonds issued thereunder 
when due. 

3. Repayment of revenue agreement: terms. The reve-
nue agreement shall provide for: 

a. repayment terms, including a schedule of in-
stallment payments of principal and interest, which will 
extinguish the original bona fide principal of the bonds over 
a period not to exceed 15 years from the date of origin; 

b. language which provides that no revision of the 
revenue agreement may be made between the borrower and 
the lender unless such revisions are approved by the com-
missioner; 

c. language which would effectively render the 
revenue agreement nontransferable as to all or any part of its 
interest without the expressed approval of the commis-
sioner. 
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Pursuant to the provisions of Laws of 1978, ch. 480, 

an agency must make reasonable effort to publicize the 
availability of any consultant services contract or profes-
sional and technical services contract which has an 
estimated cost of over $2,000. 

Department of Administration procedures require 
that notice of any consultant services contract or profes-
sionall and technical services contract which has an 
estimated cost of over $10,000 be printed in the State 
Register. These procedures also require that the fol-
lowing information be included in the notice: name 
of contact person, agency name and address, de-
scription of project and tasks, cost estimate, and final 
submission date of completed contract proposal. 

Colonel Josiah Snelling, nicknamed "The Red Hen" by his soldiers, 
oversaw the building of Fort Snelling while serving as Its commandant 
from 1820 to 1827. A Boston-born veteran of the War of 1812, Snelllng 
created a fortress Impregnable to Indian attack, and the fur trade 
flourished during his command. (Drawing by Rick James) 

Department of 
Administration 

Information Systems 
Division 

Notice of Availability of Contract 
for Programming Services 

The Information Systems Division of the Department of 
Administration of the State of Minnesota, hereinafter re-
ferred to as the State, has determined that the services of a 
consultant programmer are needed for the timely comple-
tion of three projects for the Department of Revenue (Num-
bers P02312 - On-Line Review Sheets, P02356 - On- 
Line Sales Tax History, and P02357 - On-Line Withhold-
ing Tax Histories). 

These projects are each modifications of existing systems 
which will facilitate tax auditors' and examiners' access to 
the file information by creating and loading new on-line 
TOTAL files, and the necessary software to build display 
screens from these files. 

The duties of the accepted programmer will require that 
he/she: 

1. Be available for work at the State, 5th floor Centen-
nial Bldg., for the period of the contract. 

2. Be available for work on Wednesday, Sept. 13, 
1978. 

3. Be experienced (3 years minimum) in the IBM 
BAL language, with project experience in on-line systems 
(more than one). 

In addition, it will be advantageous if the candidate(s) 
have experience in: 

1. IBM 370/158 MVS environment 

2. TOTAL database management system 

3. The State's TPEXEC teleprocessing monitor 

4. The PRIDE Project control system 

The project will begin on Sept. 13, 1978, and end in 
mid-January, 1979, as now planned. Total programmer 
time will not exceed 800 hours in the contract resulting from 
this notice. 

The estimated amount of this contract is $18,400. 
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Responses must be received by Sept. 11, 1978, 4:30 

p.m., CDT. 

Respondents should include: 

1. Resume of each individual offered for this project.' 

2. The hourly rate for each such individual. 

3. Assurance that, barring ill health or termination of 
the employee or a subsequent rejection for cause by the 
State, the assigned employee will not be assigned to another 
project until released by the State on completion of the 
terms of the contract. 

4. State and federal tax numbers of the respondent. 

Submit responses to: 

Ronald Larson, Manager 
Information Systems Division 
5th floor Centennial Building 
St. Paul, Minnesota 55155 
Telephone: 296-6343 

Questions on specific details of the project(s) may be 
addressed to: 

Karl Moe, Sr. Systems Analyst 
Same as above 
Telephone: 296-6389 

Department of Economic 
Development 

Tourism Division 
Notice of Request for Proposals 

for Study of the Minnesota Tourist 
Industry 

The Minnesota Department of Economic Development, 
480 Cedar Street, St. Paul, Minnesota 55101, Deputy 
Commissioner Steve Kane, is requesting proposals for a 
study in Minnesota tourism on a statewide basis. 

The department is interested in a research study that in-
cludes the collection and analysis of national tourism data 
and statewide tourism data. An additional element of the 
research project is the collection of primary field data. The 
product of the study should be a composite of Minnesota 
tourism characteristics including tourist demographics, 
point of origin, expenditures, point of destination and activ- 

ity preferences. The results of this study are to be used by 
the department as the basis for the formulation of a 
statewide tourism marketing plan. 

The department estimates the cost of such a study to be 
$40,000. 

Proposals must be submitted by September 4, 1978. Fur-
ther information is available from Deputy Commissioner 
Kane by writing, or calling (612) 296-3924. 

Department of Economic 
Security 

Employment and Training 
Division, 

Balance of State Office, 
Work Equity Project (WEP) 

Notice of Request for Proposals 
(RFP5) for Participant 
Advocate in Regard to Work 
Equity Programs (WEP) 

1. Agency name and address: Minnesota Department 
of Economic Security, Employment and Training Division, 
Balance of State Office, 690 American Center Building, 
160 East Kellogg Boulevard, St. Paul, Minnesota 55101. 

2. Contact person: Persons or organizations wishing to 
receive this request for proposal package, or who would like 
additional information, may write the contracting officer, 
Stanton Steege, at the address above, or call (612) 296-
357 1. 

3. Description: A notice for RFP has been issued on 
August 21, 1978, for the purpose of contracting, with a 
third party agency or organization, to provide participant 
advocate services to any potential participant or participant 
of the Work Equity Project who requests this service. To 
provide a system of advocacy to serve at each WEP location 
to assure that the legal rights of recipients are protected 
throughout the WEP process. 

4. Cost: Up to three awards will be granted, each 
award not to exceed a total of $15,000. 

5. Final proposal submission date: Proposals must be 
received by 4:30 p.m. September 15, 1978. 
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S Energy Agency 
Data and Analysis Division 
Notice of Request for Proposals for 

Assistance with Analysis and 
Design of Public Building 
Surveys and Water Demand 
Forecasting Models 

Introduction 

For the past two years, the agency has worked to develop 
a methodology for the conducting of surveys of public 
buildings mandated by statute in Minn. Stat. § 1 16H. 12. 
The initial work was done by the agency with support from 
the Management Information Systems Research Center at 
the University of Minnesota. 

This request for proposals is aimed at evaluating and 
improving the surveys. Most of the effort will be in the 
areas of data entry and validation, statistical analysis, and 
programming of micro computers. 

This work also ties directly to the agency's energy and 
water demand forecasts, so the workscope includes effort to 
improve the agency's econometric models by incorporating 
building survey data. The modeling item on the workscope 
is also linked to effort on the state's Framework Water 
Resources Plan, which requires the agency to regionalize its 
statewide models. For efficiency's sake, these two elements 
of econometric forecasting have been joined in this RFP. 

Scope of Work to be Performed 

1. Statistical analysis of building survey forms to es-
timate conservation potential. 

2. Data validation and data entry of the building sur-
vey data received from public building owners. 

3. Design and programming of efficient data entry sys-
tems for the TERAK micro computer. 

4. Programming, testing, and documentation of 
econometric forecasting models. 

5. Secretarial support for tasks 1-4. 

Mr. Ronald D. Visness, Minnesota Energy Agency As-
sistant Director, Data and Analysis, is responsible for an-
swering all questions regarding this RFP. He will also open 
the bids and select the contractor. 

In order to be considered, bids must be received by the 
Energy Agency before the close of business, September 11, 
1978. Bids should be sent to: 

Ronald D. Visness 
Minnesota Energy Agency 
980 American Center Bldg. 
150 E. Kellogg Blvd. 
St. Paul, MN 55101 

Department of Health 
Emergency Medical Services 

Section 
Notice of Request for Proposals: 

Evaluation Data Consultant 
The Department of Health is soliciting proposals to select 

a consultant who is qualified to assist in redesigning and 
planning its information system for emergency medical 
services. .The consultant selected will provide between 400 
and 600 hours of assistance and will: 

(1) Develop and provide a concise statement of 
the possible objectives of an information system for 
emergency medical services in the Department of Health. 

(2) Develop and provide a detailed analysis of the 
current information that might meet the objectives described 
in Task One and that is available in and through the Health 
Department. 

(3) Develop and provide detailed and specific 
recommendations for improving the emergency medical 
services information system of the department, with refer-
ence to the costs and other special requirements needed to 
make recommended improvements. 

(4) Provide at least 50 hours of general technical 
assistance as requested by the department. 

Prospective responders who have any questions regarding 
this Request for Proposals may call or write: 

J.M. Parker 
Assistant Section Chief 
Emergency Medical Services 
Health Systems Division 
Minnesota Department of Health 
717 Delaware Avenue S.E. 
Minneapolis, Minnesota 55440 
(612) 296-5281 
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Please note: Other department personnel are not allowed 
to discuss the project with responders before the deadline 
for submittal of proposals. 

The department has estimated that the cost of this project 
should not exceed $7,500 for professional services and ex-
penses. 

All proposals must be sent to and received by Mr. Parker 
at the above address not later than 4:00 p.m., September 8, 
1978. 

Please note: Other department personnel are not allowed 
to discuss the project before the submittal of proposal dead-
line. 

The department has estimated that the cost of this project 
should not exceed $10,000 for all professional services and 
expenses. 

All proposals must be sent to and received by Mr. Parker 
at above address not later than 4:00 p.m., September 11, 
1978. 

Notice of Request for Proposals: Public 
Information and Education Consultant 

The Minnesota Department of Health is issuing a Request 
for Proposals to select an appropriate contractor to: 

(1) Develop, produce, and advise the department 
on distributing an appropriate number of prints of a film or 
video-tape public service advertisement for Minnesota tele-
vision stations. 

(2) Develop and produce a sound-slide presenta-
tion of the concept and plans for developing critical care 
systems for various categories of emergency patients. 

(3) Provide layout designs and camera-ready art 
for various department publications about emergency medi-
cal services. 

(4) Design appropriate official representations of 
the Emergency Medical Technician credential in the form of 
a patch, badge, pin, or other insignia, plus appropriate cer-
tificates and cards. 

(5) Provide assistance in organizing Minnesota 
EMS Week. 

(6) Assist in producing a summary bmchure out-
lining the Minnesota plan for Emergency Medical Services. 

(7) Provide continuing technical assistance as 
needed. 

Prospective responders who have any questions regarding 
this Request for Proposals may call or write: 

J.M. Parker 
Assistant Section Chief 
Emergency Medical Services Section 
Minnesota Department of Health 
717 Delaware Street S.E. 
Minneapolis, Minnesota 55440  

Notice of Request for Proposals: Poison 
Treatment Education Consultant 

The Minnesota Department of Health is soliciting propo-
sals to select a consultant to provide the following services: 

(1) Develop a curriculum and a plan for provid-
ing clinical education sessions to each of the seven regions 
of the state identified by the department. 

(2) Provide one session in each of the seven re-
gions of the state not currently served by a regional Poison 
Control Center. 

(3) Prepare and deliver a written report on the 
program described above indicating its effectiveness. 

Prospective responders who wish to receive a copy or 
who have any questions regarding this Request for Propo-
sals may call or write: 

J.M. Parker 
Assistant Section Chief 
Emergency Medical Services 
Minnesota Department of Health 
717 Delaware SE. 
Minneapolis, Minnesota 55440 
(612) 296-5281 

Please note: Other department personnel are not allowed 
to discuss the project with responders before the submittal 
of proposal deadline. 

The department has estimated that the cost of this project 
should not exceed $3,000 for all professional services and 
expenses. 

All proposals must be sent to and received by Mr. Parker 
at the above address not later than 4:00 p.m., September 15, 
1978. 
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S Notice of Request for Proposals: Grants 
Management Consultant 

The Minnesota Department of Health is soliciting propo-
sals to select an outside consultant with an in-depth know-
ledge of and experience with the current and past federal 
administration of the EMSS Act. The consultant will: 

(1) assist the department and specified EMS re-
gions in the preparation of grant applications for fiscal year 
1979-80, including the gathering of data and other informa-
tion to be included in the applications to assure compliance 
with federal requirements; 

(2) assist the department in evaluating the content 
quality of regional applications so that grants can be prior-
itized by the state as required by DHEW/EMS; 

(3) conduct regional site assessments in EMS re-
gions in accordance with established Department of Health 
site assessment procedures; 

(4) provide technical assistance to assigned EMS 
regions including: 

- needs assessment and prioritization of need 
in developing mandatory program components and critical 
care components; 

- compliance with special terms and condi-
tions of grant; 

- development of recordkeeping and evalua-
tion methodologies; 

- conducting technical training workshops for 
regional staff regarding DHEW/EMS policy. 

Prospective responders who have any questions regarding 
this Request for Proposals may call or write: 

J.M. Parker 
Assistant Section Chief 
Emergency Medical Services Section 
Minnesota Department of Health 
717 Delaware Street S.E. 
Minneapolis, Minnesota 55440 
(612) 296-5281 

Please note: Other department personnel are not allowed 
to discuss the project with responders before the submittal 
of proposal deadline. 

The department has estimated that the cost of this project 
should not exceed $20,000 for all professional services and 
expenses. 

All proposals must be sent to and received by Mr. Parker 
at above address not later than 4:00 p.m., September 11, 
1978. 

State University System 
Notice of Availability of Temporary! 

Intermittent Instructional 
Positions 

Description: Notice is hereby given that the State Univer-
sity System will, from time to time, employ instructors on a 
temporary short-term basis. Instructors may be needed in all 
areas of higher education. Interested persons should contact 
the respective universities (listed below) by sending their 
credentials indicating particular areas of interest or expertise 
to the Vice President for Academic Affairs. 

Contact: Bemidji State University 
Dr. Richard Beitzel 
14th and Birchmont Drive 
Bemidji, Minnesota 56601 

Mankato State University 
Dr. Margaret Preska 
5th and Jackson 
Mankato, Minnesota 56001 

Metropolitan State University 
Dr. George Ayers 
Room 121 Metro Square Building 
St. Paul, Minnesota 55101 

Moorhead State University 
Dr. William Jones 
1104-7th Avenue South 
Moorhead, Minnesota 56560 

St. Cloud State University 
Dr. David Johnson 
1st Avenue South and 7th Street 
St. Cloud, Minnesota 56301 

Southwest State University 
Dr. Judith Sturnick 
Marshall, Minnesota 56258 

Winona State University 
Dr. Sheila Kaplan 
8th and Johnson 
Winona, Minnesota 55987 

Estimated cost: Salary rate is negotiable. 

Submission deadline: Resumes may be submitted at any 
time. Openings may occur at any time during the year. 
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Department of 
Transportation 

Administration Division 

Notice of Need for Consultant 
Services 

The Mn/DOT requires the services of a qualified consult-
ant to prepare construction plans for the bridge described 
below. 

Bridge No. 62080, T.H. 5 (Kellogg Blvd.) over 
T.H. 94, R.R. tracks, and streets in St. Paul 

Estimated fee range: $75,000-$90,000 

The work is anticipated to start in a few months with 
approximately five (5) months allowed for design and plan 
preparation. 

Minnesota firms will be given first consideration. Firms 
desiring consideration should express their interest to 
Mn/DOT before 4:30 p.m. September 11, 1978. Identify 
personnel to conduct the project and include resume of their 
training and work experience. 

The Bridge Contractor Selection Committee will solicit a 
proposal from the list of responders. 

Send your response to: 

K. V. Benthin 
Bridge Engineer 
Room 610 D 
Transportation Building 
St. Paul, Minnesota 55155 
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S When an Eastern writer compared Minnesota to Siberia and reported that St. Paul was "unfit for human habitation," the city's response 
was this gigantic ice paiace and the first Winter Carnivai in 1886. King Boreaiis Rex i (portrayed by brewer Wiliiam Hamm, Sr.), a Fire King 
Coai and a queen reigned over the carnivai. (Minnesota Historlcai Society drawing) 

Pursuant to the provisions of Minn. Stat. § 15.0412, 
subd. 6, an agency, in preparing proposed rules, may 
seek information or opinion from sources outside the 
agency. Notices of intent to solicit outside opinion must 
be published in the State Register and all interested per-
sons afforded the opportunity to submit data or views 
on the subject, either orally or in writing. 

The State Register also publishes other official notices 
of state agencies, notices of meetings, and matters of 
public interest. 

Minnesota State Retirement 
System 

Regular Meeting, Board of Directors 
Regular quarterly meeting of the Board of Directors, 

Minnesota State Retirement System, will be held on Friday, 
September 8, 1978, at 9:00 a.m. in the office of the System, 
529 Jackson Street, St. Paul, Minnesota. 

Department of Commerce 
Banking Division 
Bulletin No. 1952: Maximum Lawful 

Rate of Interest for Mortgages for 
the Month of September 1978 

Notice is hereby given that the Banking Division, De-
partment of Commerce, State of Minnesota, pursuant to 
Section 47.20, Subd. 4, Minnesota Statutes, the Conven-
tional Home Loan Assistance and Protection Act, hereby 
determines that the maximum lawful rate of interest for 
home mortgages for the month of September, 1978, is ten 
(10.00) percent. 

Robert A. Mampel 
Commissioner of Banks 

August 15, 1978 
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Department of Public 
Welfare 

Medical Assistance Division 
Notice of Extension of Public 

Comment Period on Proposed 
Temporary Rule Governing 
Reimbursement of 
Transportation Costs Under the 
Medical Assistance Program 

Notice is hereby given that due to the unexpected volume 
of public comment, the period for public comment on the 
proposed amendment to 12 MCAR § 2.047 (Rule DPW 47) 
is extended to Monday, September 5, 1978. The amend-
ment was published at 3 S.R. 98 (State Register, Monday, 
July 24, 1978). 

Comments from interested and affected persons are re-
quested. Comments must be received at the address given 
below by Tuesday, September 5, 1978, to be considered. 
The proposed temporary rule may be revised on the basis of 
comments received. 

Comments on the proposed rule should be sent to: 

Robert G. Randle, Director 
Medical Assistance Program 
Department of Public Welfare 
P.O. Box 43170 
690 North Robert Street 
St. Paul, Minnesota 55164 

Department of Public 
Welfare 

Medical Assistance Division 
Notice of Intent to Solicit Outside 

Information and Opinion 
Regarding Medical Assistance 
Reimbursement for 
Transportation Services 

Notice is hereby given that the Department of Public 
Welfare, Medical Assistance Division, shall solicit outside  

information and opinions in preparation for the amendment 
of permanent rules governing the Medical Assistance Pro-
gram (12 MCAR § 2.047) for implementation of ch. 560, 
Minn. Laws (1978) governing Medical Assistance reim-
bursement for transportation services. 

The Department invites interested persons or groups to 
submit written data, information or comments on the sub-
ject. Responses should be directed to: 

Robert G. Randle, Director 
Medical Assistance Program 
Department of Public Welfare 
690 North Robert Street 
P.O. Box 43170 
St. Paul, Minnesota 55164 

All statements of information and comment must be re-
ceived by Friday, October 13, 1978. Any written material 
received by the Department shall become part of the public 
hearing record. 

Office of the Secretary of 
State 

Administration Division 
Open Appointment Process: 

Notice of Openings on State 
Agencies - Application 
Procedures 

Pursuant to Laws of 1978, ch. 592, the legislature has 
implemented an Open Appointment process by which the 
public is informed of openings on state multi-member 
agencies (boards, commissions, councils) created by 
statute and having statewide jurisdiction. 

Application forms may be obtained at the Office of the 
Secretary of State, 180 State Office Building, St. Paul, 
MN 55155, (612) 296-3266. Contact the Secretary of 
State for the Open Appointment Process information 
brochure and specific agency related information. 

Apprenticeship Advisory Council: Two vacancies; one 
representing employers and one employee organization; 
open October 1; application deadline September 1. 

Community School Advisory Council: One vacancy; open 
immediately; application deadline September 1. 

CQE Early Childhood and Family Education Advisory 
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Task Force: One vacancy; open immediately; application 
due September 1. 

Advisory Council to the Department of Economic Secur-
ity: Two vacancies, one representing labor, one employer; 
open immediately; application deadline September 1. 

Minnesota State Retirement System: One vacancy; open 
immediately; application deadline September 1. 

Minnesota Water Resources Board: Two vacancies; open 
immediately; application deadline September 1. 

State Health Advisory Council: One vacancy; open im-
mediately; application deadline September 1. 

ERRATA 
Due to errors in the Errata section of Vol. 3, Number 6 (3 
S.R. 218), items #2, #3 and #4 are reprinted here in their 
correct form: 

2. At 3 S.R. 83: Change the citation in Ins 182 C. to 
read, "Mum. Stat. § 65B.43, subd. 9 f-I94." 

3. At 3 S.R. 83: Ins 182 E. should read, "Where a 
claim o eemppnip+m elfti11m under these rules is also under the 
compulsory jurisdiction or of other industry agreements 
sponsored by the Committee on Insurance Arbitration, the 
jurisdiction of these rules is primary." 

4. At3 S.R. 83: In the first sentence of Ins 182 L., the 
clause, "Where reparation obligors are also signatory to 
other industry arbitration programs sponsored by the Com-
mittee on Insurance Arbitration and the claim or eempanioa 
elainis are is within the compulsory jurisdiction of these 
other agreements" should be followed by a comma. 
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STATE OF MINNESOTA 
OFFICE OF THE STATE REGISTER 

Suite 415, Hamm Building 
408 St. Peter Street 

St. Paul, Minnesota 55102 
(612) 296-8239 

ORDER FORM 
State Register. Minnesota's official weekly publication for 
agency rules, notices and executive orders. 
	 Annual subscription $1 10.00 
	 Additional subscription $85.00 
	 Single copy $2.25 each 

State Register Binder. Durable 3½ inch, forest green bind-
ers imprinted with the State Register logo. 
	 State Register Binder $5.00 + $.20 (sales 

tax) = $5 .20* each 

Guidebook to State Agency Services. The 53rd issue of the 
State Register, a how-to-get-it guide to state services. De-
tailed information about every service available to the pub-
lic, in clear, simple English. 
	 Single copy $4.95 + $20 (sales tax) = 

$5. 15* 

Minnesota Code of Agency Rules (MCAR). The perma-
nent, 15 volume set of state agency rules. An indispensable 
reference work for the practice of administrative law. 
	 15 volume set $325.00, includes the annual 

update service subscription for the year of 
order (a $105.00 value) and a set of MCAR 
binders. 

MCAR Binders. A set of 15 sturdy, three inch, three-ring 
binders in attractive forest green, imprinted with the MCAR 
logo. 

15 volume set $35.00 + $1.40 (sales tax) = 
$36.40* 

*To avoid Minnesota sales tax, please include below your 
tax exempt number. 

Please enclose full amount of items ordered. Make check or 
money order payable to "Minnesota State Treasurer." 
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