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Auaust 25.2003COMMENT PERIOD EXPIRES:

The Maryland Medical Assistance Program has proposed to amend Regulations .05, .07,
.08, .09, .10, .11, .16, .24, and .25 and to repeal Regulation .1'1-1 under COMAR
10.09.10 Nursing Facility Services. These amendments have also been submitted to e
Joint Committee on Administrative, Executive, and Legislative Review for approval of
emergency status to become effective July 1,2003. The amerldments, as submitted t be

published in the Maryland Register, are attached.

The proposed regulations will:
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Eliminate the small facility region in the administrative amj routine cost center.

Remove the two nursing facilities that are owned and ope!rated by the State from
the nursing home reimbursement system and base reimbursement for these
facilities on Medicare principles of reasonable cost.

Clarify that a fringe benefit factor is added only to nursing home employee wage
when processing nursing salary and hours of work data.

Eliminate behavior management, ostomy care, and injections as separate
reimbursement items. The nursing time associated with these procedures will be
merged into the per diem payments for each of the four le!vels of care. This
change is needed to facilitate HIPM compliance.

Remove content that is no longer applicable. For eXamplE!, Regulation .11-1
(pertaining to cost settlement adjustments) will be repeale~d because there are no
longer any providers that qualify under its provisions. Likewise, this proposal will
remove the provisions regarding additional nursing servic~~ payments that were
specific to the period July 1,2001 through June 30, 2003.

Other amendments will impact FY 2004 rates but are scheduled 10 sunset on June 30,
2004. These amendments are intended to reduce the projected increase in interim
payments by $10.6 million for FY 2004. These time-limited proposed regulations will:

Maintain the occupancy standard used to determine providers' allowable costs at
the statewide average plus 1.5%.

Reduce the net capital value r:~ntal rate from 8.9 percent to 8.37 percent.

Reduc~ the ceilings in the administrat.ive and routine cost center from 114 perce~-
of median cost to 113 percent of median cost. I

Reduce the efficiency payments in the administrative and routine cost center fro
150 percent to 45 percent of the difference between a provider's cost and the

ceiling for those providers with costs below the ceiling. (

Reduce the ceilings in the other patient care cost center from 120 percent of
median cost to 119 percent of median cost.

Reduce profit in the nursing cost center from 5 percent to 4.5 percent of
reimbursement based on standard nursing rates for those providers with nursing
costs less than reimbursement. The sum of reimbursement and profit cannot
exceed reimbursement based on standard per diem nursing rates.

Employ the CPI-U index for Nursing Home and Adult Day(~are as the index used
to project nursing wages for fiscal year 2004.

Any questions regarding this transmittal should be directed to the Nursing Home Section
of the Division of Long Term Care Services at 410 767-1444.

SJT:seh
Attachments

cc: Nursing Home liaison Committee



.05 Limitations.

The {allowing are not covered;

A. -B..(text unchanged),

LQ:. Occupational therapy services, unless part of a speci~ed reba-
bilitative therapy services program and according to &~on
.O4F(2) of this chapter;

D. Physical therapy servi~, unless part of a :speciali:zed rehabilita-
tive therapy services program and acmrding to Regulation .O4F(l) of
this chapter;]

E. -:- G. (text unchanged)



.07 Pa~ent Procedures-Maryland Facilities.

A. 

(text unchanged)

-.
A-i. A provider may request an interim rate change in the

nursing serT?ice cost center by submitting documentation to
the Department or its designee to demon.strate that a recalcu.
lation of the provider's interim per diem rate would change
by 2 percent or mOre. A provider ~y not req uest an interim

::pte chan:ge more than two times during the same rate year:
lQuring the period July 1, 2002 th.rough .June 30, 2003, the
revised interim per diem rates may be applicable for the en.
tire year during which the request. is submitte;jJ

-B. The per diem ayerage of all projected Medicaid payments for all
cost centers shall be determined in accordance with the provisions of
~A. of this regulation. 'When this average exceeds the average deter-
mined if payment were to be made for Medical Assistance Program
covered services on the basis of Medicare's principles of Ct)st reim-
bursement, selected parameters of the rate dete~ination process
shall be adjusted downward in order to project a per diem patient
average for Medicaid payments wmclr does Dot-exceiathe Me~c:a.re
Statewide class average. The folloWing apply:

(1) The Medicare Statewide class average shall be determined
from a sample of Maryland facilities ~sing the following steps:

(a) The current interim costs for each cost center as r:eported on
each facility's unifonn cost report shall be projected from the midpoint

or the facility's fiscal year to the midpoint or the r2tte year attarding .to
the prt)Ce~DreS in Regulations .O8E{2), .09E,fioj ~', ~d .11D

or this chapter.

(b) -(e) (text unchanged)



(3) Adjustments ta the parameters af the rate determination pro-
~ for the Medical Assistance Program shall be effected in the fal-
lowing cumulative and repetitive sequence until the per diem average
af all projected Medicaid payments does not exceed the Medicare
Statewide class average af §B(l) af this regulation:

(a) The net capital value rental rates specified in Regulation
UoUl'QI1 ~G(9) -

of this chapter shall be reduced by 0.005. If the per diem
average of all projected Medicaid paymen~ exceeds the Medicare
Statewide class average, proceed with §B(3)(b) oftbis ,regulation.

(b) -( e) (text unchanged)

C. (text unchanged)

D. Nursing facilities that are~wned and~uQeratedby the State ~

ar .in accordance with the rovisions- of A~ Cof this

re~ulation. but are reimbursed reasonable costs based upon Medicare

princiQ1es ot'reasonable costs as described at 42 CFR 413. Aggregate

payments tor these facilities may not exceed Medicare uRger Qav"]nent

limits as sQecitled at 41 CFR 447.171.
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B. The final per diem rate for att.ministrative and routine costs in
each reimbursement class is the sum of.

(1) (text unchanged)

cent

costs in §B(l) of this regulation are below the maximum per
diem rate for this cost cen.ter, or 10 percent of the maximum
per diem rate for the. cost center. c-== ---~-=~

c. -D. (text unchanged)

E. M~um per diem rates for atiministrative and rou-
tine costs in each reimbUISement class shall be establi'shed
according to the followin"g:

(1) The cunent interim per diem costs for each participating com-
prehensive care facility in Maryland ~aid in accordance with th~

Qrovisions "under Regulation .07 A -~ of this chaQter and the number

of paid Medic.aJ

Assistance days of care from tile most recent desk-reviewed uniform
cost reports shall be uSed as the base to determine the ma:r.imum per
diem rate for eaCh reimbursement class:



(2) -(4) (text unchanged)

j of the lowest ag~

gregate indexed current interim per di.em cost, from §E(l) of
this regUlation, which is equal tQ the aggregate ind~xed cur-
rent interim per diem costs associated with at least 50 per-
cent of the paid Medical Assistance days in the reimburse-
ment class.

:0 : ~-~"- 4~'~~

G. (text unchanged) ~

~~~~

A. -D. (text unchanged)

.(119 Qercent for the period July 1.2003 through June 30. 2004)

of the lowest aggregate indexed cur-



rent interim per diem cost which is equal to the aggregate
indexed current interim costs associated \'",rith at least 50
percent of the paid Medical Assistance days. in the reim-
bursement class shall be used inste"ad of the percentage ex-
pressed in Regulati<;>n .O8E(5) of this chapter and except
.thatthe table of monthly indices listed under Regulation .21
of this chapter shall be used instead of that presented in
R:e~a~on .20 of this chapter~

.10 Rate CalcUlation Capital Costs.

A. 

-B. (text unchanged)

C. The final Medical Assistance per diem reimbursement for capital

(4)if"e~ ~ capital value rental; and

C5)"Ctext unchanged)



D. ~vestor-operated facilities shall have t..~eir final per diem n:i. -
bursements for capital determined by §C of this regulation, except t..~ t
depreciation associated with mortgage financing ~in-place~ by D~e-
ber 1, 1982, not in excess of 1,1~ of the per licensed bed appraised val e

"limit specified in §U4)' of this regulation and 1,110 of the movab e
equipment allowance specified in §L(6) oft..his regulation, is to be us
for reimbursement purposes instead of the net capital value rental f
that portion of depreciation is greater than t.~e net capital value rent.
In addition, mortgage interest on financing in place by D~ember ,1982 sh.all be limited to that associated wit..~ debt that does not e."{CEe '

t..~e total allowable appraised value limit from §U6) of t.~s regulation.

E. The provisioIJ.s of §D of this regulatioD become inapplicable fo
a..1'ly investor-operated facility as soon as there is any change in th
a-T":!Il's-lengili ownership of the facility after December 1, 1982.

F. ~nen applying the provisions of §§C and D of.,this regulation,
facilities owned by the State shall be assumed ro have no debt.

G. Noninvestor-{)perated facilities with leases -m-place- by Decem-
ber I, 1982 shall have final Medical Assistance per diem reimburse-
men~ for capital determined as the greater of the sum of the
iDvestor-operated elements in §C ofthjs regu1ati~r the sum of:

(1) Property ta..",es; ..,;:~:. '- ~:=---'-- ~c-~ :
(2) Property insurance; --

(3) Lease costs; and

(4) Depref:iation on leasehold improvements.

H. As soon as the "in-place" lease tenninates, becomes renegotiable,
or an option to extend the lease is exercised, or as soon as the elementos

in §C of this reg'JlatioD e::tceed the S"WIl of the elements in §G of this
regulation, the nomnv,estor-operated facility shall have its final reim-
bursements for capital det~ed forever after by §C of this regula-
tion rather than §G of this regulation and not be subject to §D of this

re gula tioP.
11 Vlhen applying the provisions of[§G and @ K pftbls regulation,

nOnl.n'Vestor-operated facility shall be a..ssumed to ~ve the followi...ng
fipr the calculation of §C of this ieglliatio]: -

(1) Debt ~ual to the c.mo~.!; ,vhi~ would reffiai.-::. OUt3t.3..D.d.ing a.r;
the midpo~t :J1 ilie rate.ycE:r i1~ be:



(a) Origi.IJ.al amount 'mortgaged was equal to 85 percent of the
appraised value of the facility at the time the provider's original lease
for the facility was e:xecuted; ~

..(b) 'lppr~ed value determin~ pw:suant. ~ ~L of this regula-
tion for any ncDlnvestor-operated facility W1th an mltiallease executed
befo~ Marth 31, 1983, will be deflated by 5 percent per year for the
purposes of determining the appraised value in §I(lXa) of this regula"'
non; and

<.ill Original mortgage was taken for a 20-year period with
amortization calculated with constant payments and the interest rate
as defined in[I(2J §.oo1 or (3) of this regulation.

(2) -(3) (text unchanged)

(4) A lease with the owner of the facility. If-the provider has a
sublease with a previous provider, the original lease date of the
-:p.!"evious ~rovider with the owner of the facility shall apply w

rtI(~) -(3Jj .§ill..tl-=-ill of this regulation.

(6) (text unchanged

'"

[J.] ~ -[K.] L(text unchanged)

[1.J ~ The net capital value rental for those facilities which are subject
to rate determination under §C of this regulation is determine-d
through the following steps:

(1) -(2) (text unchanged) '. .

(3) lithe provider elects t:O protest an appraisal under[Ul) .§.Qill or (2)

of this regulation, written notification shall be filed with the Depart-
ment within 90 days of receipt of the appraisal. Any protest which
C3nnot be resolved administratively may be appealed under the
'provisions of Regulation .28 of this chapter.

(4) The allowable portion of the combined appraised value for
land. building. and nonmovable equipment may not exceed a specified
limit. This limit shall be established at $44.400 per licensed bed
effective December 31. 1999. and shall be indexed forward as deter-
mined froml}cIl.§£ of this regulation.



(a) (text unchanged)-

and

(c) Added to the appraised value determined fromfiLCY' .§.Qill., (2
1)J (4),and (5) of this regulation.

r-aD ill The amount oftbe allowable mortgage debt as of the "riridpoin

of the fiscal year shan be subtracted fro m -tb e all ow able a p praised
value from[U6J ,§.QC::?:},:Jfthis regulation in order to establish the valu

of ~e net capital.

of this regulation

shall be supplied to the Department or its designee by each facility in
the form of a monthly amortization schedule with:in 60 days of the
establishment of the debt. .

be

in order to generate the net capital value rent.a.l.



The rental ra~]presented in [U16] ~

of this regulation may be

raised by up tQ 2 percentage points at the Department's discretion for
-facilities in a county or a group of cuunties in order to stimulate the
addition of licensed beds to the eristing stDck.

~1 

L (text unchanged,

K>J L Debt, and the ~terest on that debt. may not be allowed as a basis

for reimbursable cost to the extent that the debt exceeds the allowable \
appraised value from~L(ij §.Qill of this regulation at the time ofllie crtation

-

of the debt or at the time the facility is opened, whichever is later. Once
the allowable debt has ~ e~tablished, it shall then be amortized in
accordance with Medicare principles.

savings w the State and is approved by the Program. interest on the
1refun~ debt may not be limited w the allowable appraised value

from r§: §Q: of this regulation, but shall be allowed as a basis fi r

reimbursable cost to the extent of the outsta.D.ding priIlcipal amount of
the approved refunding debt. However, this provision shall apply only
to the extent that federal funds are available for reimbursement.

of this regulation are not

applicable to the C2.piW costs for freestanding central offi.ces of
multiple-fac1ity o~izations.



of this

regulation. shall be reduced by investment income in accordance wiill-
.the principles included tInder Regulation .O8B(I) of this chapter. I

.11 Rate Calculation -Nursing Service Costs.

A. 

_(text unchanged)

B. Interim Reimbursem'ent.

(1) (text unchanged)

(~)ilnterim-per diem rates shall be reduced [or

any proV'ider which, based OIl the most recently desk re-
viewed actual allowable costs, iB projected to spend less
~~ its sta.zidard per~m ra E~; -

mterim per diem rates shall be reduced by 95 pe':'~

cent of the difference between the-:,

(a) Prouiderls interim reimbursement under §B (1) f{this regulation[[ess the amount calculated under §G(lO)(l) f

this regulatio~. and

~ -- (3) For a provider whose final nursing payments are tc be ad-

just in accordance with the provisions of Regulation .11-1 of this
chapter, the amount of the projected adjustment shall be added to
allowable costs before the ca1~ation of any interim rate reduction.



B-1. The final Medical As~istance reimbursement for nursing
services for the period July 1, 2001-June 30, 2003 is the lesser of
the:

(1) Interim reimbursements under §B(l) of this regulation; or

(2) Sum of the:

(a) Provider's allowable nursing service costs;

(b) :Amount as specifiea £n .9.9A-:2 ana B-3 or rrLLS regu-

lation;

June 30, 2003, the amo~nt by which the prouider's per diem
interim reimbursem.ents exceeded the: proJ)ider's per diem
cost; or .

(iiJ For those prouiai-rs witriiurs~costs lower
than their reimbursement amount minus the amount calcu.
laud under §G(lOJaJ of this regulation, the. amount of the
difference between the provider's allowable nursing seruice
costs and the reimbursements calculated under §B(l) of this
regulation, minus the amount calculated under §G(10)(l) of
this regulation, 8ubjectto a maximum of 4.5 percent of the
amount of the reimbursem.ents calculated under §B(l) of this
regulation minU3 the amount calculated under §G(lO)(l) ofthia regulation; .

plication of the prou i.sions 0/ §G(l 0)( e) -(g) of this rr;gula-
tion," and

(e) Amount of the interim reimbursements for .spe-



cialized .support .surface.s in c corda.n.ce with the proui.sioll..!
of §H -1 of thi.s regulation.

B-2. The amount in §B-1(2)(b) of this regulation, subject
to the maximums spe~ified in §B-3 of this regulation, shall
be the greater of

(1) The lesser of the:
(a) Amount by which thi' provider's interim per diem

reimbursem.ents exceed the provider's per diem costs; or
(6) Amount by which the providi'r's interim per diem

reimbursem.ents exceed the providi'r's per diem costs during
the provider-selected period of July 1, 2002 -December 31..
2000 or July 1, 2000 -June 30, 2001, adjusted by applica-
tion of thR. salary and wage indices specijii'd in Regulation
.23 of this chapter for the periOO July 1, 2001- June 30,
2002 and by the provisions of§G(7) of this regulation for the
period July 1, 2002 -June 30, 2003; or

(2) For providi'rs with nursing seroice costs lower than
thi'ir interim reimbursements minus the amount calculated
under §G( 10)(1) of this regulation, the difference between the
provider's allowable nursing seroice costs and the amount
calculated- under §B(l) gf this regulation excluding the
amount calculated under §G( 10) (2) of this regulat:iO-rz.. -

~- ~=" =--=-:
-~~ -:-~

8-3. Tk rn.llXi':1-1;um~unt u-nd.er-§B-1(2)('ryJ"O[this~~~::lation is calcatat~d as follows: --

(1) For the period July 1, 2001 -J.Vovember 30, 2001, 5
percent of the difference between the amount calculated un-
der §B( 1) of this regulation and the amount calculated un-
der §G(10)(l) of this regulation;

(2) For the period December 1, 2001 -June 30, 2002,
4.5 percent of the difference between the amount calculated
under §B(1) of this regulation and the amount calculated
under §G( 10)(1) of this regulatit;>n; and

(3) For the period July 1) .2002 -June 30) 2003)
5 percent of the difference between the amount cal-

culated Wlder §B(l) of this regulation and the amount cal-cu.l.ated Under §G(lO)(l) of this re~latioIiJ .



C. The final Medical Assistance reimbursement for nurs-
ing services is the lesser of:

(1) (text unchanged)
(2) The sum of the:

(b) Amount of the reimbursements calculated under §B(l) of

this regulation multiplied bYLO.o] Q~,

(c) Amount of the adjustments resulting from the application
of the provisions of[G(lO)(eH!?1 §G(9)(e) -(g) this regulation, and

(d) (text unchanged)

D. -F. (text unchanged)

resident-

specific standard reimbursement rates shall be determined by the

following steps:

(text unchanged)

(2) Each Maryland facility covered by these regulations which
fails to comply with §G(l) of this regulation shall incur a 1 percentage
point reduction in its applicable rental rate presented in Regulation

(3) (text unchanged)



the fringe benefit factor io of salaries and

~

[(4)] (i) Inflate each hourly wa'ge in each of the five personnel catego-
ries within each reimbursement class to the midpoint of the rate year
using the salary and wage indices specified in Re~lation .23 of this
chapter, and the procedure -specified in Regulation .O8E(2) of this

chapte1{:-'--$-

:. -exce~t ~O~.tb~ Qeriod July 1. 2003 !b!:ough June 30. 2004 duimg

Report. Table 4.

[(5)] @ .~y the hourly~de:x:eNwages within each reimbursement

class and personnel category in descending order along with the
number of hours each wage represents, and select the lowest hoqrly
wage in each reimbursement class/personnel category combination
which is equal to or above the hourly wages associated wjth at least 75
perCent_of all the hours in the combinatiqn. .



[6) Apply the fringe ~nefit factor (the ratio of salaries and wages
plus employee benefits to Salaries and wages) for each reimbursement
class as computed annually from Schedule D of the indexed uniform
cost report to the hourly wages for each personnel category to compute

wages plus benefi~

(7) {Eor. the period July 1,2002 through June 30, 2003, the hourly
wages plus benefits shall be determine~ by adjusting the hourly
wages plus benefits for the period July 1,2001 through June 30, 2002
by the average annu.a1 percent change in these wages and benefits
used for establishing rates for the 3 fiscal years before .July 1, 2002.

(8] M~ltiply the hourly wages plus benefits applic~ble to each
reimoursement class by procedure and activity times using the
weights associated with each personnel category to determine the
nursing service unadjusted standard per diem reimbursement rates
for each reimbursement class. Current procedure and activity times
and personnel category weights are established by _t!1e table undcer

-~~~ation.25B of this chapterj aIid shan be recaIibrated asfollows:-~-
~-

==-

ii~=

procedure and activity times and personnel category weights shall be
recalibrated bas.ed ,on a work measurement study of nursing proce-
dures in nursing homes. Th~ work measurement study sample maynot include: , , '

(i) -(v) (text unchanged)

.(b) In any yeari "th the exception of the period July 1, 2002
~o~gh. June 30, 2003 that proceduxe ~d activity times and per-
sonnel 'category weig ts are 'not recalibrated based upon a work
measurement.st'U;dy, times and weights shall be revised based on an-
nual wage survey data modified to exclude those providers which



.during the"wage survey period met any of the criteria referenced in
liG(8)(~ §G(7)( a) of this regulation.

[(9)] ffi(text unchanged)

per diem reimbursement rates for Nursing Services:, .

(a) -(i) (text unchanged)

for calcu-

lating physician reimbursement based upon relative value units, mul-
tiplied by 0.25, and add this amount to the results from §G(9)(j) of
this regulation for ventilator care[ ~ .:.

~



(ii) This adjustment shall account for the projected number
of Medical Assistance days in each rate year and the.percent of days
in eachADL classificatio~

~. -Q. (text unchanged)

li. In ~gnition of the nursing time required w assist and treat
patients with behavior m~n~gement problems, a provider shall be paid
at a differential rate to account for the added nursing time required by
these patients, as follows:

.
(1) Behavior management rates shall apply to light and moderate

level patients only;

(2) The nursing time and personnel category weights associated
with days of care for behavior management patients are indicated
under Regulation .25B of this ]h'apter;

(3) The Program shall establish behavior management criteria
and documentation requirement!; and

i4) The utilization control agent shall review the documentation
required in §R(3) of this tegulatiorQ ~

[1-1 Nursing Service Cost Settlement Adjustment.

A. -E. is being repealedJ\

Allowable..16 Selected Costs

A. -E. (text unchanged)

.F. Bed Occupancy. .
.(1) The p~r diem cost determined for a provider, or a

distinct part thereof in a multilevel facility, shall be calcu-
lated at the actual occupancy of the nursing facility beds or



eds,

r-lm
Y.7 ""

whichever is higher, for the calcula-
tion of ceilings, current interim costs, and final costs in tile
,cost centers of Administrative and Routine, and Other Pa-

tient Care.

(2) The per diem cost determined for a provider, or a
distinct part of it in a multilevel facility, shall be calculated
at the'actual occupancy of the nursing facility beds or at the
Statewide av.erage occupancy of nursing facili ty P'~-d.s, based
on the cost reports used to set the current interim rates,
plus 0.5 perce~f[1.5 percent for the period July 1, 2002 -

June 30, 200§J

(3) The per diem rate determined for a provider, or a
distinct part of it m a multilevel facility, shall be calculated
at the actual occupancy of the ntU"Smg facility beds plus 95
percent of licensed capacity of the non-nursing facility beds.
or at the Statewide average occupancy of nursing facility
beds, based on the cost repo~ used to set the current in-
terim rates, plus 0.5 percent tJ-9 percent for the period July

1, 2002 through Jun.e 30}o 2oo§1

rcent for the ..1 2003 throu June 30 2004),

.,-plus 95 percent of licensed
capacIty or the non-nursing facility beds, whichever is

higher, for the net capiW value rental.

nchanged

'4) -(8) (texT



.24 Reimbursement Classes.
'--

A The reimbursement classes for the Administrative and Routine

cost center are as follows:
(1) Facilities ~th less than 70 total licensed beds regardless of

hi ..' Ig.eograp c re~on, .c. ..' :. .:'. ,: .,
.":~' (2) Facilities with 70 total licensed beds ormor~in the""Baltimore
region consisting of Baltimore City and the following counties:

[(3)] ill Facilities/With 70 total licensed beds or mo;din the Washing---
ton region consisting of the following COWlties:

[(4)] ill fpacilities~th 70 total licensed beds or mor~in the nonmetro-
politan region consisting of the following ~E~ties:-

( a) -(0) (text unchanged)

B. The three reimb~sement classes for the Other Patient Care cost
center are based on the county groupings as specified in §A of this
regulation: §cept that these" geographic regions are to be used for all

facilities regardless of licensed capac1fiJ :.

C. (text unchanged)

.25 N'ursing Service Personnel and Procedu1"es.

A. -B. (text unchanged)




