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ARTICLE 1. MEDICAID PROVIDERS AND
SERVICES
NOTE: 405 IAC 1 wastransferred from 470 |AC 5. Wher-
ever in any promulgated text there appears a reference to
4701ACS5, subgtitute 405 1AC 1. Refer to the noteafter each
rule heading in this article for additional conversions.

Rulel.  Generd Provisions

Rule 1.5. Provider Reimbursement Appeal Procedures

Rule 2. Inspection of Carein Long Term Care Facilities

Rule3.  Criteria for Level of Care in Long Term Care
Facilities

Rule4. Rate-Setting Criteriafor State-Owned Intermediate
Care Fecilities for the Mentally Retarded

Rule4.1. Rate-Setting Criteriafor Home Health Agencies

Rule4.2. Home Health Services

Rule4.3. Additional Rate-Setting Criteriafor Nursing Facili-
ties, Community Residential Facilities for the
Developmentally Disabled, and Intermediate Care
Facilities for the Mentally Retarded

Rule5. Provider Records

Rule 6. Medicaid Covered Services and Limitations (Re-
pealed)

Rule7. Medicaid Medical Policy (Repealed)

Rule 8. Hospital Reimbursement for Outpatient Services

Rule 9. Reimbursement for Inpatient Psychiatric Services
(Repealed)

Rule10. Reimbursement for Inpatient Hospital Services
(Repealed)

Rule 10.5. Reimbursement for Inpatient Hospital Services

Rule1l. Reimbursement for Services Performed by Physi-
cians, Limited License Practitioners, and
Nonphysician Practitioners (Repeal ed)

Rule 11.5. Reimbursement for Services Performed by Physi-
cians, Limited License Practitioners, and
Nonphysician Practitioners

Rulel12. Rate-Setting Criteriafor Nonstate-Owned | nterme-
diate Care Facilities for the Mentally Retarded and
Community Residential Facilitiesfor the Develop-
mentally Disabled

Rule13. Disproportionate Share Hospital Payments

Rule14. Rae-Seting Criteriafor Nursing Facilities (Repealed)

Rule 14.1. Rate-Setting Criteria for Nursing Facilities (Re-
pealed)

Rulel4.2. Rate-Setting Criteriafor Nursing Facilities (Voided)

Rule 14.5. Rate-Setting Criteriafor HIV Nursing Facilities

Rule 14.6. Rate-Setting Criteriafor Nursing Facilities

Rule15. Nursing Facilities; Electronic Transmission of
Minimum Data Set

Rule16. Reimbursement for Hospice Services

Rulel7. Rate-Setting Criteriafor State-Owned Intermediate
Care Fecilities for the Mentally Retarded

Rule18. Reimbursement of Medicare Cross-Over Claims

Rule19. Ownership and Control Disclosures

Rule20. Change of Ownership for aLong Term Care Fecility

Rule 1. General Provisions
NOTE: 405 IAC 1-1 was transferred from 470 |IAC 5-1.
Wherever in any promulgated text there appears a
referenceto 470 |AC 5-1, substitute 405 |AC 1-1.

4051AC1-1-1  Définitions

4051AC1-1-2  Choiceof provider and use of Medicaid card

4051AC1-1-3 Filing of claims; filing date; waiver of limit;
claimauditing; payment liability; third party
payments

4051AC1-1-4  Denid of claim payment; basis; discretion
of assistant secretary

405IAC1-1-5  Overpayments madeto providers, recovery

4051AC 1-1-5.1 Provider payments during pendency of
appeals; recovery

4051AC1-1-6  Sanctions against providers; determination
after investigation

4051AC1-1-7 Nursing homerate setting; governing provi-
sions

4051AC 1-1-8  Leve of care criteria for long-term care
facilities; governing provisions

4051AC 1-1-9 Nursing home admission; governing provi-
sions

405|AC1-1-10 Intermediate carefor the mentally retarded,;
governing provisions

405|IAC1-1-11 Intermediate carefor the mentally retarded;
eligibility

4051AC 1-1-12 Regular access authority to medicaid divi-
sion personal information system

4051AC 1-1-13  Subrogation of claims

4051AC1-1-14  Severahility; governingprovisions; effect of
provision inconsistent or invalid with fed-
eral law

4051AC 1-1-15 Third party liability; definitions

405|AC 1-1-16  Insurance information; release

4051AC 1-1-1 Definitions

Authority: 1C 12-8-6-5; 1C 12-15-1-10; I1C 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 12-15

Sec. 1. (a) “Medical assistance” and “Medicaid” are
used synonymously, and mean payment to or on behal f
of part or all of the cost of medical or remedial services
on behalf of eligible needy individualsasdefinedinIC
12-1-7-14.9 [IC 12-1 was repealed by P.L.2-1992,
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SECTION 897, effective February 14, 1992.].

(b) “Attending physician” means a physician who is
responsible for developing and maintaining the plan of
care for aMedicaid patient.

(c) “Provider” means an individual, state or local
agency, corporate, or business entity which meets the
requirements of 470 IAC 5-8-4.

(d) “ Department” or “ state department” meansthestate
department of public welfare.

(e) “Contractor” means the entity which makes pay-
ment to Medicaid providers under a contract with the
department pursuant to 1C 12-1-7-17.1 [IC 12-1 was
repealed by P.L.2-1992, SECTION 897, effective Febru-
ary 14, 1992].

(f) “Third party” meansaninsurer, individud, ingtitution,
corporation, public or privateagency whoisor may beliable
to pay dl or part of the medicd costs of injury, disease or
disability of an applicant or recipient of Medicaid.

(g) “Parameter” means the maximum amount and/or
duration or a service within appropriate limits for which
payment may be made without prior authorization or
exception due to medical necessity or contra-indications.

(h) “Provider manua” means the interpretive docu-
ment(s) issued by the state department to providers to
inform them of their obligations under the Medicaid
program to which they must conform to retain their
provider status and receive payment for appropriate
services, and to provide them essential information for
understanding the Medicaid program as it relates to the
servicesfor whichthey are qualified to provide under the
State statutes.

(i) “Nursing home care” means in-patient care and
services provided by nursing homes, also identified as
long-term carefacilities, licensed under Indianalaw and
certified as meeting Medicaid standards of care to
provide one (1) of two (2) levels of care as described in
4701 AC5-3thelndiana's Medicaid Program Criteriafor
Level of Care by Long-Term Care Facilities, such levels
of care being identified as skilled level of care and
intermediate level of care.

() “ Intermediate carefor thementally retarded” means
care provided by an institution for the mentally retarded
or amedical institution which institution or that portion
thereof providing such care qualified as an intermediate
care facility for the mentally retarded pursuant to the
provisions of Title XIX of the Social Security Act.

(k) The pronoun “he” when used herein refers to the
feminine as well as to the masculine gender. (Office of
the Secretary of Family and Social Services; Title 5, Ch
1, Reg 5-101; filed Feb 10, 1978, 11:20 am: Rules and
Regs. 1979, p. 248; filed Sep 29, 1982, 3:19 pm: 5 IR
2321; filed Mar 14, 1986, 4:35 pm: 9 IR 1856;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
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NOTE: Transferred from the Division of Family and
Children (470 1AC 5-1-1) to the Office of the Secretary
of Family and Social Services (4051AC 1-1-1) by P.L.9-
1991, SECTION 131, effective January 1, 1992.

4051AC 1-1-2 Choice of provider and use of

Medicaid card
Authority: 1C 12-13-5-1; IC 12-13-5-2; IC 12-13-5-3; | C 12-13-
7-3;1C 12-15-1-1; I1C 12-15-1-2; IC 12-15-1-3
IC 12-13-2-3; IC 12-13-7-3; |C 12-15-5-1; I C 12-15-
12; IC 12-15-28-1

Affected:

Sec. 2. () The recipient shall have free choice of
providers for services provided in the state of Indiana
and for services provided outside the state on an emer-
gency basis, except as provided in subsections (b)
through (c). Services to be provided outside the state,
except for those out-of -state areas that have been desig-
nated by the office of Medicaid policy and planning
(office), which are not of an emergency nature, require
prior approval of the office.

(b) In the event the office implements a managed care
program, the recipient shall select a managed care
provider who is responsible for coordinating the recipi-
ent's health care needs. If a recipient fails to select a
managed care provider within a reasonable time after
being furnished a list of managed care providers by the
office, the office shall assign amanaged care provider to
the recipient. A Medicaid recipient may not receive
services from a provider other than the designated
managed care provider except in the following cases:

(1) Medical emergencies.

(2) Where the managed care provider has authorized

referral servicesin writing.

(3) Where specific services are excluded from cover-

age under the managed care program.

(4) Where specific servicescovered under themanaged

care program can be accessed through self-referral by

recipients, as designated in 1C 12-15-12 et seq.

(c) In the event that the office determines that a
Medicaid recipient has utilized any Medicaid coverage
service or supply at afrequency or amount not medically
reasonable or necessary, the office may restrict the
benefitsavailableto such Medicaid recipient for aperiod
of time, not lessthan two (2) years nor morethan five (5)
years, sufficient in the opinion of the office, to prevent
further abuses, by noting any restrictions on the face of
therecipient's Medicaid card. The office may restrict the
Medicaid recipient's benefits by:

(2) requiring that the recipient only receive benefitsfrom

the provider(s) noted on the Medicaid card, except as

specificaly approved in advance by the office; or

(2) prohibiting the recipient from:
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(A) receiving any specific servicesnoted onthecard; or
(B) receiving services from any specific provider(s)
noted on the card.

(d) Any Medicaid recipient whose benefits have been
restricted pursuant to subsection (¢) may apped such
restriction. Recipient apped rights shall be those provided
forin 42 CFR asrequired by IC 12-15-28-1, and the notice
and hearing will bein accordance with the requirements of
42 CFR 431.200 et seq. and 470 IAC 1-4.

(e) Before providing any Medicaid covered service,
each Medicaid provider shall check the Medicaid card of
the individual for whom the provider is performing the
service. Failure to do so would result in denial of the
provider's claim if the individua is not €eligible or the
serviceisnot authorized. In checking the Medicaid card,
the provider must determine all of the following:

(1) The Medicaid card isvalid for the month in which

the service is being provided.

(2) The individua whose name appears on the

Medicaid card is the same individual for whom the

service is being performed.

(3) No restriction(s) appearing on the Medicaid card

would prohibit the provider from performing the

requested service.

(Office of the Secretary of Family and Social Services,
Title5, Ch 1, Reg 5-102; filed Feb 10, 1978, 11:20 a.m.:
Rules and Regs. 1979, p. 249; filed Oct 7, 1982, 3:50
p.m.: 5 1R 2344; filed May 22, 1987, 12:45 p.m.: 10 IR
2280, eff Jul 1, 1987; filed Aug 22, 1994, 10:00 a.m.: 18
IR 86; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR
3822) NOTE: Transferred from the Division of Family
and Children (470 1AC 5-1-2) to the Office of the Secre-
tary of Family and Social Services (405 IAC 1-1-2) by
P.L.9-1991, SECTION 131, effective January 1, 1992

405 IAC 1-1-3 Filing of claims; filing date; waiver
of limit; claim auditing; payment
liability; third party payments

Authority: IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 3. (a) Filing of Claims for Reimbursement—All
provider claims for payment for services rendered to
recipients must be originally filed with the Medicaid
contractor within twelve (12) months of the date of the
provision of the service. A Medicaid provider who is
dissatisfied with the amount of his reimbursement may
appeal under the provisions of 470 IAC 1-4. However,
prior to filing such an appeal, the provider must either:

(1) resubmit the claim if the reason for denial of

payment was due to incorrect or inaccurate billing by

the provider;
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(2) submit, if appropriate, an adjustment request to the
Medicaid Contractor's Adjustment and Resolution
Unit; or

(3) submit awritten request to the M edicaid contractor,

stating why the provider disagrees with the denia or

amount of reimbursement.

(b) All requests for payment adjustments and/or
reconsideration of a claim that has been denied must be
submitted to the Medicaid contractor within sixty (60)
days of the date of notification that the claimwaspaid or
denied. In order to be considered for payment, each
subsequent claim resubmission or adjustment request
must be submitted within sixty (60) days of the most
recent notification that the claimwas paid or denied. The
date of notification shall be considered to be three (3)
days following the date of mailing from the Medicaid
contractor.

All claimsfiled after twelve (12) months of the date of
the provision of the service, aswell as claimsfiled after
sixty (60) days of the date of notification that the claim
was paid or denied shall be regjected for payment unless
awaiver has been granted. In extenuating circumstances
a waiver of the filing limit may be authorized by the
contractor or SDPW when justification is provided to
substantiate why the claim could not be filed or refiled
within the filing limit.

Some examples of situations considered to be extenu-
ating circumstances are;

(1) contractor, state or county error or action that has

delayed payment;

(2) reasonable and continuous attempts on the part of

the provider to resolve a claim problem;

(3) reasonable and continuous attempts on the part of

the provider to first bill and collect from athird party

liability source before billing Medicaid; or

(4) failure of Medicare/Medicaid claimsto cross over.

(c) Thefact that the provider was unawaretherecipient
was eligible for assistance at the time services were
rendered is an acceptable reason for waiving the filing
limitation only if the following conditions are met:

(1) The provider's records document that the recipient

refused or was physically unable to provide his

Medicaid number.

(2) The provider can substantiate that he continually

pursued reimbursement from the patient until such

time Medicaid eligibility was discovered.

(3) The provider billed the Medicaid program, or

otherwise contacted Medicaid in writing regarding the

situation within sixty (60) days of the date Medicaid
eligibility was discovered.

In situations in which a patient receives a Medicaid
covered service and then subsequently is determined to
be eligible, retroactive to the date of service or before, a
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waiver of the filing limit, where necessary, may be
granted if the provider billsMedicaid within one (1) year
of the date of the retroactive eligibility determination.

In situations where a recipient receives a service
outside Indiana by a provider who has not yet been
enrolled or hasnot received aprovider manual at thetime
services were rendered, the claims filing limitation may
be waived, subject to approval by the SDPW. Such
situations will be reviewed on an individual basis by the
SDPW to ascertain if the provider made a good faith
effort to enroll and submit claimsin atimely manner.

(d) Claim Auditing—All claimsfiled for reimbursement
shall be reviewed prior to payment by the department or
itsfiscal contractor, for completeness, including required
documentation, appropriateness of servicesand charges,
application of third party obligations, statement of prior
authorization when required, and other areas of accuracy
and appropriateness as indicated.

(e) Payment Liability—Medicaid is only liable for the
payment of claimsfiled by providerswho were certified
providers at the time the service was rendered and for
services provided to persons who were enrolled in the
Medicaid program as €ligible recipients at the time
servicewas provided. Payment may be madefor services
rendered during any one (1) or all of the three (3) months
preceding the month of Medicaid application if the
patient is found to be eligible during such period. As a
correlation to this, non-certified providers giving the
retroactive service must file a provider application
retroactive to the beginning date of eligible service and
meet provider certification regquirements during the
retroactive period.

A claimfor serviceswhich requires prior authorization
by the department provided during the retroactive period
will not be paid unless such services have been reviewed
and approved by the department prior to payment.

The claimwill not be paid if the services provided are
outside the service parameters as established by the
department.

(f) Third Party Payment—(1) Resources from health
insurance plans availableto the recipient shall apply first
to defraying the cost of medical servicesbeforeany share
of the Medicaid claim for payment is approved. Such
resources shall include, but not be limited to, Medicare,
Civilian Health and Medical Plan for Uniform Services
(CHAMPUS), other health insurances, and Workman's
Compensation. A provider of servicesto arecipient shall
not submit a claim for reimbursement by Medicaid until
he has first ascertained whether any such resource may
beliablefor all or part of the cost of the services and has
sought reimbursement from that resource. With approval
of the state department, a Medicaid claim may be paid
prior tothird party payment whentheliability of thethird
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party is yet to be determined through court proceedings,
such as in paternity cases, or when the third party pay-
ment will not beavailablefor an extended period of time,
with recoupment by the department required when such
third party resources become available.

(2) Third party payments applied to the recipient's cost
of care shall be deducted from the total payment allow-
able from Medicaid, with Medicaid paying only the
balance. Reimbursement ratesare determined by the state
department according to the requirements of federal and
state laws governing rate setting for Medicaid services
and shall be accepted as party payor.

(g) No Medicaid reimbursement shall be available for
services provided to individuals who are not eligible
Medicaid recipients on the date the service is provided.

(h) No Medicaid reimbursement shall be available for
services provided outside the parameters of arestricted
Medicaid card (see 470 IAC 5-1-2).

(i) A Medicaid provider shall not collect from a
Medicaid recipient or from the family of the Medicaid
recipient any portion of his charge for a Medicaid
covered service which is not reimbursed by the Indiana
M edicaid program, except for copayment and any patient
liability payment as authorized by law. (See 42 CFR
447.15.) (Office of the Secretary of Family and Social
Services; Title 5, Ch 1, Reg 5-103; filed Feb 10, 1978,
11:20 am: Rules and Regs. 1979, p. 250; filed Oct 7,
1982, 3:54 pm: 5 1R 2345; filed Mar 14, 1986, 4:35 pm:
9 IR 1857; filed Mar 15, 1988, 1:59 pm: 11 IR 2850;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
NOTE: Transferred from the Division of Family and
Children (470 1AC 5-1-3) to the Office of the Secretary
of Family and Social Services (405 1AC 1-1-3) by P.L.9-
1991, SECTION 131, effective January 1, 1992.

4051AC 1-1-4 Denial of claim payment; basis; dis-
cretion of assistant secretary
Authority: IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2

Affected: |C 4-21.5-3-7; IC 4-21.5-4; IC 12-15-13-3

Sec. 4. (a) The office of Medicaid policy and planning
(office) may deny payment, or instruct thefiscal contrac-
tor to deny payment, to any provider for medical assis-
tance servicesrendered, including material s furnished to
any individual or claimed to be rendered or furnished to
any individual, if, after investigation by the office, the
office's designee, the Indiana Medicaid Fraud Control
Unit (IMFCU), or other governmental authority, the
office finds any of the following:

(1) The services claimed cannot be documented by the

provider in accordance with 405 IAC 1-5-1.

(2) The claims were made for services or materials
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determined by licensed medical staff of the office, the
office's designee, the IMFCU, or other governmental
authority as not medically reasonable and necessary.
(3) The amount claimed for such services or materials
has been or can be paid from other sources.
(4) The services claimed were provided to a person
other than a person in whose name the claim is made.
(5) The services claimed were provided to a person
who was not eligible for medical assistance at thetime
of the provision of the service.
(6) The claim for medical assistance services or
materials arises out of any of the following acts or
practices:
(A) Presenting, or causing to be presented, for
payment any false or fraudulent claimfor servicesor
merchandise.
(B) Submitting, or causing to be submitted, informa-
tion for the purpose of obtaining greater compensa-
tion than that to which the provider is legally enti-
tled.
(C) Submitting, or causing to be submitted, false
information for the purpose of meeting prior authori-
zation requirements.
(D) Failure to disclose, or make available to the
office, or its authorized agent, records of services
provided to Medicaid recipients and records of
payments made therefor.
(E) Engaging in a course of conduct or performing
an act deemed by the office to be improper or abu-
sive of the Medicaid program or continuing such
conduct following notification that the conduct
should cease.
(F) Breach of the terms of the Medicaid Provider
Certification Agreement or failure to comply with
the terms of the Provider Certification on the
Medicaid Claim Form.
(G) Overttilizing the Medicaid program by furnish-
ing, or otherwise causing a recipient to receive,
service(s) or merchandise not otherwise required or
requested by the recipient.
(H) Violating any provision of state or federal
Medicaid law or any rule or regulation promul gated
pursuant thereto.
(I) Submission of a false or fraudulent application
for provider status.
(J) Failure to meet standards required by the state of
Indiana or federal law for participating in the
Medicaid program.
(K) Charging a Medicaid recipient for covered
services over and above that paid for by the office.
(L) Refusal to execute anew Provider Certification
Agreement when requested by the office or itsfiscal
contractor to do so.

(M) Failure to correct deficiencies to provider
operations after receiving written notice of these
deficiencies from the office.

(N) Failure to repay within sixty (60) days or make
acceptablearrangementsfor therepayment of identi-
fied overpaymentsor otherwise erroneous payments,
except as provided in IC 12-15-13-3.

(O) Presenting claims for which federal financial
participation is not available.

(7) The claim arises out of any act or practice prohib-

ited by rules and regulations of the office.

(8) The provider, any person with an ownership or

control interest in the provider entity, or a managing

employeeis convicted of acrimina offense related to
the provision of medical assistance servicesor submis-
sion of claims for payment for such services.

(b) The decision asto denia of payment for aparticu-
lar claim or claims is at the discretion of the assistant
secretary of the office or his duly authorized representa-
tive. This decision shall be final and:

(1) will bemailedto the provider by United States mail

at the address contained in the office records and on

the claims or transmitted electronically if the provider
has elected to receive electronic remittance advices;

(2) will be effective upon receipt; and

(3) may be administratively appealed under section 3

of thisrule.

(c) The decision as to claim payment suspension is at
the discretion of the assistant secretary of the office, or
his duly authorized representative, and may include any
of the following:

(1) Thedenia of payment for al claimsthat have been

submitted by the provider pending further investigation

by the office, the office's designee, the IMFCU, or
other governmental authority.

(2) The suspension or withholding of payment on any

or all claimsof the provider pending an audit or further

investigation by the office, the office's designee, the

IMFCU, or other governmental authority.

(d) The decision of the assistant secretary or his duly
authorized representative under subsection (c) shall:

(1) be served upon the provider by certified mail,

return receipt requested;

(2) contain abrief description of the decision;

(3) becomefinal fifteen (15) days after itsreceipt; and

(4) contain a statement that any appeal from the

decision shall betakeninaccordancewith|C 4-21.5-3-

7 and 405 1AC 1-1.5-2.

(e) If anemergency exists, asdetermined by the office,
the assistant secretary or his duly authorized representa-
tive may issue an emergency directive suspending or
withholding payment on any or all claims of the provider
pending further investigation by the office, the office's
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designee, the IMFCU, or other governmental authority
under IC 4-21.5-4. Any order issued under this subsec-
tion shall:

(1) be served upon the provider by certified mail,

return receipt requested;

(2) become effective upon receipt;

(3) include a brief statement of the facts and law that

justifies the office's decision to issue an emergency

directive; and

(4) contain a statement that any appeal from the

decision of the assistant secretary made under this

subsection shall be taken in accordance with IC 4-

21.5-3-7 and 405 IAC 1-1.5-2.
(Office of the Secretary of Family and Social Services,
Title5,Ch 1, Reg 5-103.1; filed Jun 19, 1979, 2: 16 p.m..
21R1123; filed Sep 29, 1982, 3:14 p.m.: 51R2346; filed
Dec 22, 1995, 2:15 p.m.: 19 IR 1074, errata filed Feb
12, 1996, 10:45 a.m.: 19 IR 1373; filed Jul 18, 1996,
3:00 p.m.: 19 IR 3369; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822) NOTE: Transferred from the
Division of Family and Children (4701 AC 5-1-3.5) to the
Office of the Secretary of Family and Social Services
(4051AC 1-1-4) by P.L.9-1991, SECTION 131, effective
January 1, 1992.

405 AC 1-1-5 Overpayments madeto providers;

recovery

Authority: 1C 12-15-1-10; 1C 12-15-21-2; IC 12-15-21-3

Affected: 1C4-6-10; IC 4-21.5-3; 1C 12-15-1; IC 12-15-6-5; IC
12-15-13-3; IC 12-15-23-2; IC 16-21

Sec. 5. (@) Under IC 12-15-21-3(5) and IC 12-15-21-
3(7), the office of Medicaid policy and planning (office)
may recover payment, or instruct the fiscal contractor to
recover payment, from any Medicaid provider for
services rendered to an individual, or clamed to be
renderedto anindividual, if the office, after investigation
or audit, finds that:

(1) the services paid for cannot be documented by the

provider as required by 405 IAC 1-5-1;

(2) the amount paid for such services has been or can

be paid from other sources,

(3) the services were provided to a person other than

the person in whose name the claim was made and

paid;

(4) the service reimbursed was provided to a person

who was not eligible for medical assistance at thetime

of the provision of the service;

(5) the paid claim arises out of any act or practice

prohibited by law or by rules of the office;

(6) overpayment resulted from an inaccurate descrip-

tion of services or an inaccurate usage of procedure

codes;
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(7) overpayment resulted from the provider's itemiza-

tion of services rather than submission of one (1)

billing for a related group of services provided to a

recipient (global billing) as set out in the office's

medical policy;

(8) overpayment resulted from duplicate billing;

(9) overpayment resulted from claims for services or

materials determined to have been not medically

reasonable or necessary; or

(10) overpayment to the provider resulted from any

other reason not specified in this subsection.

(b) Under 1C 12-15-21-3(5), the office may determine
the amount of overcharges made by aMedicaid provider
by means of arandom sample audit. The random sample
audit shall be conducted in accordance with generally
accepted statistical methods, and the selection criteria
shall be based on a table of random numbers derived
fromany book of random sampling generally accepted by
the statistical profession.

(c) The office or its designee may conduct random
sampleauditsfor thepurpose of determining overcharges
to the IndianaMedicaid program. Thefollowing criteria
apply to random sample audits:

(2) In the event that the provider wishesto appeal the
accuracy of the random sample methodology under IC
4-21.5-3, the provider may present evidence to show
that the sample used by the office was invalid and
therefore cannot be used to project the overpayments
identified in the sample to total billings for the audit
period.
(2) The provider may also conduct an audit, at the
provider's expense, of either a valid random sample
audit, using the samerandom sampling methodology as
used by the office, or an audit of one hundred percent
(100%) of medical records of payments received
during the audit period. Any such audit must be
completed within one hundred eighty (180) days of the
dateof appeal and must demonstratethat the provider's
records for the unaudited services provided during the
audit period werein compliance with state and federal
law. The provider must submit supporting documenta-
tion to demonstrate this compliance.

(d) If the office determines that an overcharge has
occurred, the office shall notify the provider by certified
mail. The notice shall include ademand that the provider
reimburse the office, within sixty (60) days of the
provider'sreceipt of the notification, for any overcharges
determined by the office. Except as provided in subsec-
tion (), a provider who receives a notice and request for
repayment may elect to do one (1) of the following:

(1) Repay theamount of the overpayment not later than

sixty (60) days after receiving notice from the office,

including interest from the date of overpayment.
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(2) Request a hearing and repay the amount of the
alleged overpayment not later than sixty (60) daysafter
receiving notice from the office.

(3) Request a hearing not later than sixty (60) days after

receiving notice fromthe office and not repay the alleged

overpayment, except as provided in subsection (€).

(e) If:

(1) a provider elects to proceed under subsection

(d)(3); and

(2) the office of the secretary determines after the

hearing and any subsequent appeal that the provider

owes the money;
the provider shall pay the amount of the overpayment,
including interest from the date of the overpayment.

() A hospital licensed under I1C 16-21 that receives a
notice and request for repayment under subsection (d)
has one hundred eighty (180) daysto elect one (1) of the
actions under subsection (d)(1), (d)(2), or (d)(3).

(g9) Under IC 12-15-23-2, the office may enter into an
agreement with the provider regarding the repayment of
any overpayment made to the provider. Such agreement
shall state that the amount of overpayment shall be
deducted from subsegquent payments to the provider.
Such subsequent payment deduction shall not exceed a
period of six (6) months from the date of the agreement.
Therepayment agreement shall include provisionsfor the
collection of interest on the amount of the overpayment.
Suchinterest shall not exceed the percentage as set out in
IC 12-15-13-3(f)(2).

(h) Whenever the office determines, after aninvestiga-
tion or audit, that an overpayment to aprovider should be
recovered, the office shall assess an interest charge in
addition to the amount of overpayment demanded. Such
interest charge shall not exceed the percentage set out in
IC 12-15-13-3(f)(1). Suchinterest chargeshall beapplied
to the total amount of the overpayment, less any subse-
guent repayments. Under 1C 12-15-21-3(6), the interest
shall accrue from the date of the overpayment to the
provider and shall apply to the net outstanding overpay-
ment during the periods in which such overpayment
exists. When an overpayment is determined pursuant to
the results of a random sample audit, the date the over-
payment occurred shall be considered to be the last day
of the audit period, and interest will be calculated from
the last day of the audit period.

(i) If the office recovers an overpayment to a provider
that is subsequently found not to have been owing to the
office, either in whole or in part, then the office will pay
to the provider interest on the amount erroneoudy
recovered from the provider. Such interest will accrue
from the date that the overpayment was recovered by the
office until the date the overpayment is restored to the
provider. Such interest will accrue at the rate of interest
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set out in IC 12-15-13-3(f)(2). Also, for hospitals that
receive a notice that the provider has been underpaid by
the office as aresult of the cost settlement process, the
office will pay interest to the hospital on the amount of
the underpayment, consistent with 405 |AC 1-1.5-5(c).
The office will not pay interest to a provider under any
other circumstances except under the condition described
in this subsection.

(j) If, after receiving a notice and request for repay-
ment:

(1) the provider fails to elect one (1) of the options

listed in subsection (d) within sixty (60) days, or

(2) ahospital licensed under |C 16-21 failsto elect one

(2) of the options listed in subsection (d) within one

hundred eighty (180) days,
and the administrator determinesthat reasonable grounds
exist to suspect that the provider has acted in afraudulent
manner, then the administrator shall immediately certify
the facts of the case to the Indiana Medicaid Fraud
Control Unit established under IC 4-6-10.

(k) If, at any time after the discovery of the overpay-
ment, the administrator determines that reasonable
grounds exist to suspect that the provider has acted in a
fraudulent manner, the administrator shall immediately
certify the facts of the case to the Indiana Medicaid
Fraud Control Unit established under 1C 4-6-10.

() Nothing in this section shall be construed to pre-
clude the office from revising a provider's rate of reim-
bursement under 405 IAC 1-12 or 405 IAC 1-14.1 [405
IAC 1-14.1 wasrepealed filed May 30, 1997, 4:25 p.m.:
201R 2774.] asaresult of an audit. (Office of the Secre-
tary of Family and Social Services; 405 1AC 1-1-5; filed
Sep 23,1982, 10:05a.m.: 51R 2347; filed Mar 14, 1986,
4:35p.m.: 91R 1859; filed May 22, 1987, 12:45p.m.: 10
IR 2281, eff Jul 1, 1987; filed Jul 29, 1992, 10:00 a.m.:
15 IR 2567; filed Apr 4, 1995, 10:45 a.m.: 18 IR 2024;
errata filed May 17, 1995, 8:10 a.m.: 18 IR 2415; filed
Jul 18, 1996, 3:00 p.m.: 19 1R 3371; erratafiled Sep 24,
1996, 3:20 p.m.: 20 IR 331; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822) NOTE: Transferred from
the Division of Family and Children (470 IAC 5-1-3.6)
to the Office of the Secretary of Family and Social
Services (405 |AC 1-1-5) by P.L.9-1991, SECTION 131,
effective January 1, 1992.

4051AC 1-1-5.1 Provider paymentsduring pen-

dency of appeals; recovery
Authority: |1C 12-15-21-2; |C 12-15-21-3
Affected: |C 12-15-13-2; IC 12-15-13-3

Sec. 5.1. (a) The office of Medicaid policy and plan-
ning (office) may recover payment, or instruct the fiscal
contractor to recover payment, from any Medicaid
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provider listed in subsection (c) for services rendered to
an individual if such services are determined to have
been not medically necessary or not reasonable or
otherwise inappropriate. Recovery of payments may be
made:

(1) when the officeisrequired by 42 CFR 431.230(a)

to maintain servicesto arecipient during the pendency

of an appeal, and the hearing decision is favorable to
the office; or

(2) when the office has been required, under 42 CFR

431.246, to make corrective payments following an

evidentiary hearing decision favorableto theappel lant,

and the secretary or the secretary's designee thereafter
rendersadecisionfavorabletotheofficeat administra-
tive review.

(b) The office may recoup under subsection (&) when the
appedl has been voluntarily dismissed by the appellant.

(c) Servicesfor which the office, or itsfiscal contrac-
tor, may recover payment under subsection (a) arelimited
to those rendered by any of the following providers:

(1) Inpatient hospital facilities.

(2) Nursing facilities.

(3) Community residentia facilities.

(4) Intermediate care facilities for the mentally re-

tarded.

(d) Interest shall be assessed on amounts recouped
under this section and shall accrue from the date of the
overpayment. Such interest charge shall be determined
under IC 12-15-13-3(f)(1). (Office of the Secretary of
Family and Social Services; 405 IAC 1-1-5.1; filed Dec
19, 1995, 2:50 p.m.: 19 IR 1081; errata filed Feb 12,
1996, 10:45 a.m.: 19 IR 1568; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-1-6 Sanctions against providers; deter-
mination after investigation
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: 1C4-215-3-6,1C4-21.53-7; IC4-21.5-4; 1C 12-15-13-3
Sec. 6. (a) If, after investigation by the office of
Medicaid policy and planning (office), the office's
designee, the Indiana Medicaid Fraud Control Unit
(IMFCU), or other governmental authority, the office
determines that a provider has violated any provision of
IC 12-15, or has violated any rule established under one
(1) of those sections, the office may impose one (1) or
more of the following sanctions:
(1) Deny payment to the provider for medical assistance
services rendered during a specified period of time.
(2) Reject a prospective provider's application for
participation in the medical assistance program.
(3) Remove aprovider's certification for participation
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in the medical assistance program (decertify the

provider).

(4) Assessafine againgt the provider in an amount not to

exceed three (3) timesthe amounts paid to the provider in

excess of the amountsthat were legaly due.

(5) Assess an interest charge, at a rate not to exceed

the rate established by IC 12-15-13-3(f)(1), on the

amounts paid to the provider in excess of the amounts
that were legally due. The interest charge shall accrue
from the date of the overpayment to the provider.

(b) Specifically, the office may impose the sanctionsin
subsection (a) if, after investigation by the office, the
office's designee, the IMFCU, or other governmental
authority, the office determines that the provider:

(1) submitted, or caused to be submitted, claims for

medical assistance services which cannot be docu-

mented by the provider;

(2) submitted, or caused to be submitted, claims for

medical assistance services provided to a person other

than a person in whose name the claim is made;

(3) submitted, or caused to be submitted, any false or

fraudulent claims for medical assistance services or

merchandise;

(4) submitted, or caused to be submitted, information

with the intent of obtaining greater compensation than

that which the provider is legally entitled (including
charges in excess of the fee schedule or usua and
customary charges);

(5) submitted, or caused to be submitted, false infor-

mation for the purpose of meeting prior authorization

requirements;

(6) engaged in acourse of conduct or performed an act

deemed by the office to be abusive of the Medicaid

program or continuing such conduct following notifi-
cation that the conduct should cease;

(7) breached, or caused to be breached, the terms of

the Medicaid provider certification agreement;

(8) failed to comply with the terms of the provider

certification on the Medicaid claim form;

(9) overutilized, or caused to be overutilized, the

Medicaid program;

(10) submitted, or caused to be submitted, a false or

fraudulent provider certification agreement;

(11) submitted, or caused to be submitted, claims for

medical assistance servicesfor which federal financial

participation is not available;

(12) submitted, or caused to be submitted, any claims

for medical assistance services or merchandise arising

out of any act or practice prohibited by the criminal
provisions of the Indiana Code or by the rules of the
office;

(13) failed to disclose or make available to the office,

the office'sdesignee, theIMFCU, or other governmen-
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tal authority, after reasonable request and notice to do

so, documentation of services provided to Medicaid

recipients and Medicaid records of payments made
therefor;

(14) failed to meet standards required by the state of

Indiana or federal law for participation;

(15) charged aMedi caid recipient for covered services

over and above that paid for by the office;

(16) refused to execute a new provider certification

agreement when requested to do so;

(17) failed to correct deficiencies to provider opera-

tions after receiving written notice of these deficien-

cies from the office;

(18) failed to repay or make arrangements for the

repayment of identified overpayments or otherwise

erroneous payments, unless an appeal is pending and
the provider has elected not to repay an aleged over-
payment pursuant to section 5(d)(3) of thisrule; or

(19) billed the Medicaid program more than the usua and

customary chargeto the provider's private pay customers.

(c) The assistant secretary of the office or his duly
authorized representative may enter adirectiveimposing
a sanction under 1C 4-21.5-3-6. Any directive issued
under this subsection shall:

(1) be served upon the provider by certified mail,

return receipt requested,;

(2) contain abrief description of the order;

(3) becomefinal fifteen (15) days after its receipt; and

(4) contain a statement that any appeal from the

decision of the assistant secretary made under this

section shall betakenin accordancewith1C 4-21.5-3-7
and 405 IAC 1-1.5-2.

(d) If an emergency exists, asdetermined by the office,
the assistant secretary or his duly authorized representa-
tive may issue an emergency directive imposing a sanc-
tion under 1C 4-21.5-4. Any order issued under this
subsection shall:

(1) be served upon the provider by certified mail,

return receipt requested;

(2) become effective upon receipt;

(3) include a brief statement of the facts and law that

justifies the office's decision to issue an emergency

directive; and

(4) contain a statement that any appeal from the

decision of the assistant secretary made under this

section shall betakenin accordancewith1C 4-21.5-3-7
and 405 |AC 1-1.5-2.

(e) The decision to impose a sanction shall be made at
the discretion of the assistant secretary or his authorized
representative.

(f) Prepayment review of claimsis not a sanction and
is not subject to appeal. (Office of the Secretary of
Family and Social Services; Title 5, Ch 1, Reg 5-105;

405 1AC 1-1-7

filed Jun 19, 1979, 2:16 p.m.: 2 IR 1124; filed Sep 23,
1982, 9:59 am.: 5 IR 2349; filed Dec 22, 1995, 2:15
p.m.: 191R1076; errata, 19 IR 1373; filed Jul 18, 1996,
3:00 p.m.; 19 IR 3372; readopted filed Jun 27, 2001,
9:40 a.m.: 24 IR 3822) NOTE: Transferred from the
Division of Family and Children (4701AC 5-1-4.5) tothe
Office of the Secretary of Family and Social Services
(4051AC 1-1-6) by P.L.9-1991, SECTION 131, effective
January 1, 1992,

4051AC 1-1-7 Nursing home rate setting; govern-
ing provisions

Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-1-15; I1C 12-

15-21-2

Affected:  1C 4-22-2; 1C 12-13-7-3; 1C 12-15

Sec. 7. Nursing Home Rate Setting. In accordancewith
the provisions of IC 12-1-7 [IC 12-1 was repealed by
P.L.2-1992, SECTION 897, effective February 14,
1992.]; IC 4-22-2 asamended by Indiana Public Law 38,
Acts of 1977; and in conformity with the provisions of
Title X1X of the federal Social Security Act and related
federa regulations, the state board of public welfare
hereby promul gates sections 100 through 1600 inclusive
of adocument issued by the department in July, 1976 as
amended in August 1977 entitled Indiana Department of
Public Welfare, Rate Setting Criteriafor Nursing Homes,
Medicaid Program, Skilled Nursing Facilities and
Intermediate Care Facilities.

If any provision of the above cited document is or shall
become incons stent with any other regulation promul gated
by the state board of public welfare the provision of this
regulaion shdl govern. If the content of the above cited
document is inconsistent with any subsequently enacted
amendment of IC 12-1-7 [IC 12-1 was repealed by P.L.2-
1992, SECTION 897, effective February 14, 1992.] or the
federa Socia Security Act or any regulation promulgated
thereunder, the amendment to IC 12-1-7 [IC 12-1 was
repealed by P.L.2-1992, SECTION 897, effective February
14, 1992] or the Socia Security Act or the regulation
promulgated thereunder, shall govern until such time asthe
above cited document can be amended.

If any part of the Indiana Department of Public Wel-
fare, Rate Setting Criteriafor Nursing Homes, Medicaid
Program, Skilled Nursing Facilities and Intermediate
Care Facilities document or the application of it to any
person or circumstance is held invalid, and invalidity
does not affect other provisions or applications of the
document which can be given effect without invalid
provisions or application, and to this end this document
is severable.

IC 4-22-2
IC 12-1-2-2(c) [IC 12-1 was repealed by P.L.2-1992,
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SECTION 897, effective February 14, 1992.]

IC 12-1-2-3(f) [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.]

IC 12-1-7-15 [ Repealed by P.L.70-1978, SECTION 3.]
(Office of the Secretary of Family and Social Services,
Title 5,Ch 1,Reg 5-106; filed Feb 10, 1978, 11:20 am
Rules and Regs. 1979, p. 252; readopted filed Jun 27,
2001, 9:40 am.: 24 IR 3822) NOTE: Transferred from
the Division of Family and Children (470 IAC 5-1-5) to
the Office of the Secretary of Family and Social Services
(4051AC 1-1-7) by P.L.9-1991, SECTION 131, effective
January 1, 1992.

4051AC 1-1-8 Level of carecriteriafor long-term
care facilities; governing provi-
sions

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: 1C 4-22-2; I1C 12-13-7-3; IC 12-15

Sec. 8. Level of Care Criteria for Long-Term Care
Facilities. In accordancewiththeprovisionsof IC12-1-7
[1C 12-1 was repealed by P.L.2-1992, SECTION 897,
effective February 14, 1992.] ; IC 4-22-2 as amended by
Indiana Public Law 38, Acts of 1977; and in conformity
with the provisions of Title XIX of the federal Social
Security Act and related federa regulations, the state
board of public welfare hereby promulgates a document
issued by the department on January 5, 1976 as amended
in May, 1977, entitled Indianas Medicaid Program
Criteriafor Level of Care Provided by Long-Term Care
Facilities [405 IAC 1-3].

If any provision of the above cited document [4051AC
1-3] is or shall become inconsistent with any other
regulation promulgated by the state board of public
welfare the provision of this regulation [405 IAC 1-3]
shall govern. If the content of the above cited document
[405 IAC 1-3] is inconsistent with any subsequently
enacted amendment of 1C 12-1-7[1C 12-1 was repealed
by P.L.2-1992, SECTION 897, effective February 14,
1992.] or the federal Social Security Act or any regula-
tion promulgated thereunder, the amendment to IC 12-1-
7[1C 12-1wasrepealed by P.L.2-1992, SECTION 897,
effective February 14, 1992.] or the Social Security Act
or the regulation promulgated thereunder shall govern
until such time as the above cited document [ 405 IAC 1-
3] can be amended.

If any part of the Indiana's Medicaid Program Criteria
for Level of CareProvided by Long-Term Care Facilities
document [405 IAC 1-3] or the application of it to any
person or circumstanceisheldinvalid, theinvalidity does
not affect other provisions or applications of the docu-
ment which can be given effect without the invalid
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provision or application, and to thisend thisdocument is
severable.

IC 4-22-2

IC 12-1-2-2(c) [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.]

IC 12-1-2-3(f) [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.]

IC 12-1-7-15 [ Repealed by P.L.70-1978, SECTION 3.]
(Office of the Secretary of Family and Social Services,
Title 5,Ch 1,Reg 5-107; filed Feb 10, 1978, 11:20 am:
Rules and Regs. 1979, p. 253; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822) NOTE: Transferred from
the Division of Family and Children (470 IAC 5-1-6) to
the Office of the Secretary of Family and Social Services
(4051AC 1-1-8) by P.L.9-1991, SECTION 131, effective
January 1, 1992.

4051AC 1-1-9 Nursinghome admission; governing
provisions

Authority: |C 12-8-6-5; |C 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: 1C 4-22-2; I1C 12-13-7-3; I1C 12-15

Sec. 9. Nursing Home Admission. In accordance with
the provisions of IC 12-1-7 [IC 12-1 was repealed by
P.L.2-1992, SECTION 897, effective February 14,
1992.]; IC 4-22-2 asamended by IndianaPublic Law 38,
Acts of 1977; and in conformity with the provisions of
Title X1X of the federal Social Security Act and related
federal regulations, the state board of public welfare
hereby promulgates a document issued on June 1, 1976
and amended October 12, 1976 by the department
entitled Medicaid DPW Bulletin No. 3.

If any provision of the above cited document isor shall
become inconsistent with any other regulation promul-
gated by the state board of public welfare the provision
of thisregulation shall govern. If the content of theabove
cited document is inconsistent with any subsequently
enacted amendment of IC 12-1-7 [I1C 12-1 was repeal ed
by P.L.2-1992, SECTION 897, effective February 14,
1992.] or the federal Social Security Act or any regula-
tion promulgated thereunder, the amendment to 1C 12-1-
7 [1C 12-1 wasrepealed by P.L.2-1992, SECTION 897,
effective February 14, 1992.] or the Social Security Act
or the regulation promulgated thereunder shall govern
until such time as the above cited document can be
amended.

If any part of the document Medicaid DPW Bulletin
No. 3, as amended, or the application of it to any person
or circumstance is held invalid, the invalidity does not
affect other provisions or applications which can be
given effect without theinvalid provision or application,
and to this end this document is severable.
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IC 4-22-2

IC 12-1-2-2(c) [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.]

IC 12-1-2-3(f) [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.]

IC 12-1-7-15 [Repealed by P.L.70-1978, SECTION 3]
(Office of the Secretary of Family and Social Services; Title
5,Ch 1,Reg 5-108; filed Feb 10, 1978, 11:20 am: Rulesand
Regs. 1979, p. 253; readopted filed Jun 27,2001, 9:40a.m.;
241R3822) NOTE: Transferred fromtheDivisonof Family
and Children (470 |AC 5-1-7) to the Office of the Secretary
of Family and Social Services (405 IAC 1-1-9) by P.L.9-
1991, SECTION 131, effective January 1, 1992.

405 |AC 1-1-10 Intermediate care for the mentally
retarded; governing provisions

Authority: 1C 12-8-6-5; IC 12-15-1-10; I1C 12-15-1-15; IC 12-

15-21-2

Affected:  1C 4-22-2; 1C 12-13-7-3; I1C 12-15

Sec. 10. Intermediate Care for the Mentally Retarded
(ICF/MR). In accordance with provisions of 1C 12-1-7
[1C 12-1 was repealed by P.L.2-1992, SECTION 897,
effective February 14, 1992.] ; I1C 4-22-2 as amended by
Indiana Public Law 38, Acts of 1977; and in conformity
with the provisions of Title XIX of the federal Social
Security Act and related federa regulations, the state
board of public welfare hereby promul gates a document
issued on August 15, 1977 by the department entitled
Medicaid Bulletin-Intermediate Care for the Mentally
Retarded (ICF/MR) [405 IAC 1-1-9].

If any provision of the above cited document [405 IAC 1-
1-9] isor shall becomeincons stent with any other regulation
promulgated by the state board of public welfare, the
provision of thisregulation[405 IAC 1-1-9] shdl govern. If
the content of the above document isinconsstent with any
subsequently enacted amendment of 1C 12-1-7[1C 12-1was
repealed by P.L.2-1992, SECTION 897, effective February
14, 1992] or thefederal Socia Security Act or any regula-
tion promulgated thereunder, the amendment to IC 12-1-7
[IC 12-1 was repealed by P.L.2-1992, SECTION 897,
effective February 14, 1992.] or the Socia Security Act or
the regulation promulgated thereunder shdl govern until
such time as the above cited document [ 405 1AC 1-1-9] can
be amended.

If any part of the document [405 IAC 1-1-9] cited
above or the application of it to any person or circum-
stanceisheld invalid, theinvalidity does not affect other
provisions or applications which can be given effect
without the invalid provision or application, and to this
end this document is severable.

IC 4-22-2
IC 12-1-2-2(c) [IC 12-1 was repealed by P.L.2-1992,
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SECTION 897, effective February 14, 1992.]

IC 12-1-2-3(f) [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.]

IC 12-1-7-15 [Repealed by P.L.70-1978, SECTION 3]
(Office of the Secretary of Family and Social Services, Title
5,Ch 1,Reg 5-109; filed Feb 10, 1978, 11:20 am: Rulesand
Regs. 1979, p. 254; readopted filed Jun 27,2001, 9:40a.m.;
241R3822) NOTE: TransferredfromtheDivisionof Family
and Children (470 |AC 5-1-8) to the Office of the Secretary
of Family and Social Services (405 IAC 1-1-10) by P.L.9-
1991, SECTION 131, effective January 1, 1992.

405 |AC 1-1-11 Intermediate care for the mentally
retarded; eligibility
Authority: 1C 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: 1C 12-13-7-3; IC 12-15
Sec. 11. Intermediate Care for the Mentally Retarded
(ICF/MR) isto be provided for personsin an institution
which meets the Federal certification standards to
participateasaneligibleMedicaid provider. Intermediate
care services are designed for persons who are mentally
retarded or with certain other conditions as specified
herein. The services and/or treatment programs are
delivered on an in-patient basis and under the direction
and supervision of the required professiona staff.
Admissions to Intermediate Care Facilities for the
Mentally Retarded must be based upon a determination
of the need for such care by an interdisciplinary profes-
sional team. Approval by the State Department of Public
Welfare-Medicaid Division, must be received by the
ICF/MR ingtitution prior to admission, or in cases of
those individuals who make application while in the
institution, prior to payment for that service. Intermediate
Care for the Mentally Retarded (ICF/MR) will be pro-
vided by the Medicaid program, for eligible personswho
must meet these two conditions:
(2) Petient or resident has a diagnosis of mental retarda-
tion or related conditions of epilepsy, cerebral palsy, or
other developmental disability found to be closdly related
to mentdl retardation or to requiretrestment similar to that
required for mentally retarded individuals.
(&) Patient or resident may be severely or profoundly
retarded, moderately retarded, severely physically
handicapped, aggressive, assaultive, security risk, or
manifesting severe hyperactive or psychotic-like
behavior.
(b) Patient or resident may be moderately retarded
and may requirehabit training, training and guidance
in the activities of daily living, and devel opment of
self-help skills for maximum independence and as
needed by the patient or resident.
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(c) Patient or resident may be in vocationa training
programs or adults who work in sheltered workshops.

(2) Patient or resident must have a comprehensive

evaluation covering physical, emotional, socia and

cognitive factors conducted by an interdisciplinary
professiona team.

In addition to the above required conditions, eligible
persons may require any of the following professional
services:

(1) Patient or resident may require professional medi-

cal supervision for the administration of medicines

and/or treatments.

(2) Physician services.

(3) Dental services.

(4) Nursing services.

(5) Pharmacy services.

(6) Training and habilitation.

(7) Modified or special dietsto meet nutritional needs.

(8) Physical therapy services.

(9) Speech pathology and audiological services.

(10) Occupational therapy services.

(11) Recresational therapy services.

(12) Psychological services.

(13) Social services.

(Office of the Secretary of Family and Social Services,
Intermediate Care For The Mentally Retarded; filed Feb
10, 1978, 11:20 am: Rules and Regs. 1979, p. 284,
readopted filed Jun 27, 2001, 9:40 am.: 24 IR 3822)
NOTE: Transferred from the Division of Family and
Children (470 IAC 5-1-9) to the Office of the Secretary
of Family and Social Services (405 IAC 1-1-11) by
P.L.9-1991, SECTION 131, effective January 1, 1992

405IAC 1-1-12Regular access authority to
medicaid division personal infor-
mation system
Authority: IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: |C 4-1-6-2; I1C 12-13-7-3; IC 12-15
Sec. 12. Regular Access Authority to the Indiana State
Department of Public Welfare Medicaid Division Per-
sonal Information System. The following individuals
have regular access authority to the information con-
tained in the personal information systems maintained by
theMedicaid Division of thel ndiana State Department of
Public Welfare, subject to the confidentiality require-
mentsin State Department of Public Welfare Regulation
1-201 [470 |AC 1-3-1].
(1) Employees of the Indiana State Department of
Public Welfare.
(2) Employees of the County Welfare Departments of
the State of Indiana.

SECRETARY OF FAMILY AND SOCIAL SERVICES 12

(3) Employees of other agencies of the State of Indiana
which have been given the responsibility of administering
any part of the programs set forth in State Department of
Public Welfare Regulation 1-201 [470 1AC 1-3-1].

(4) All officidls and their staffs who are charged by
law with the responsibility of pursuing criminal and/or
civil prosecution.

(5) Employees of thefiscal agent who has entered into
acontract with the State of Indiana pursuant to IC 12-1-
7-17 [Repealed by P.L.80-1984, SECTION 10.].

(6) Any other individual, agency or officia whose
duties are directly connected with the administration of
a plan or program approved under Title XIX of the
federal Social Security Act, or any other federal or
federally assisted program which provides assistance, in
cash or inkind, or services, directly toindividualson the
basis of need.

IC 12-1-2-2(c) [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.]

IC 12-1-2-3(f) [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.]
IC4-1-6-2

IC 12-1-7-15 [Repealed by P.L.70-1978, SECTION 3]
IC 12-1-7-28 [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.] (Office of
the Secretary of Family and Social Services; Title 5,Ch
1,Reg 5-130; filed Feb 10, 1978, 11:20 am: Rules and
Regs. 1979, p. 254; readopted filed Jun 27, 2001, 9:40
a.m.; 24 1R 3822) NOTE: Transferred fromthe Division
of Family and Children (470 1 AC 5-1-10) to the Office of
the Secretary of Family and Social Services (405 IAC 1-
1-12) by P.L.9-1991, SECTION 131, effective January 1,
1992.

405 |AC 1-1-13 Subrogation of claims

Authority: 1C 12-8-6-5; IC 12-15-1-10; I1C 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 12-15

Sec. 13. Subrogation. Thelndiana State Department of
Public Welfare shall be subrogated to all clams by
Medicaid recipients against third parties to the extent of
Medicaid benefits received by the recipients, when the
direct or proximate cause of the necessity to pay such
benefitsis the negligence or other legal liability of such
third parties.
IC 12-1-7-16 [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.] (Office of
the Secretary of Family and Social Services; 5-198; filed
Mar 28, 1978, 8:55 am: Rules and Regs. 1979, p. 320;
readopted filed Jun 27, 2001, 9:40 am.: 24 IR 3822)
NOTE: Transferred from the Division of Family and
Children (470 1AC 5-1-11) to the Office of the Secretary
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of Family and Social Services (405 IAC 1-1-13) by
P.L.9-1991, SECTION 131, effective January 1, 1992.

405 |AC 1-1-14 Severability; governing provisions;
effect of provision inconsistent or
invalid with federal law

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 14. Severability. If any provision in Indiana State
Department of Public Welfare Regulations 5-101 [405
IAC 1-1-1] et seq. is or shall become inconsistent with
any subsequently enacted amendment to the federa
Social Security Act or any regulation promulgated
thereunder, the amendment to the Social Security Act or
the regulation promul gated thereunder shall govern until
such time as the Indiana State Department of Public
Welfare Regulations can be amended.

If any part of Indiana State Department of Public
WelfareRegulations5-101[4051AC 1-1-1] et seq. or the
application of themto any person, entity or circumstance
is held invalid, the invalidity does not affect other
provisions or applications of the Regulations which can
be given effect without the invalid provision or applica-
tion, and to this end Indiana State Department of Public
Welfare Regulations 5-101 [405 IAC 1-1-1] et seq. are
severable.

IC 12-1-2-2(c) [IC 12-1 was repealed by P.L.2-1992,

SECTION 897, effective February 14, 1992.]

IC 12-1-2-3(f) [IC 12-1 was repealed by P.L.2-1992,

SECTION 897, effective February 14, 1992.]

IC 12-1-7-15 [Repealed by P.L.70-1978, SECTION 3]

(Office of the Secretary of Family and Social Services, Title

5,Ch 1,Reg 5-199; filed Feb 10, 1978, 11:20 am: Rulesand

Regs. 1979, p. 255; readopted filed Jun 27, 2001, 9:40a.m.;

241R3822) NOTE: Transferred fromtheDivisonof Family

and Children (4701 AC 5-1-12) to the Office of the Secretary

of Family and Social Services (405 I1AC 1-1-14) by P.L.9-

1991, SECTION 131, effective January 1, 1992,

405 |AC 1-1-15 Third party liability; definitions
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: 1C 12-13-7-3; IC 12-15
Sec. 15. (a) The following definitions are intended to
apply only to 470 IAC 5-1-13:
(1) “Final Settlement” means payment of money from
athird party liable for the injury, illness, or disease of
a Medicaid recipient whether by compromise, judg-
ment, court order or restitution, which payment is
intended as the total compensation for the injury,
illness or disease caused by the liable third party.

4051AC 1-1-15

(2) “Notice” means awritten statement of the depart-

ment's claim bearing:

(A) a certification that the person named in the
noticeis arecipient of medical assistance; and

(B) the signature of an authorized Medicaid em-
ployee.

(3) “ Certification” means astatement authenticated by
the seal of the state department of public welfare.
(4) “Department's Claim” means a statement of medi-
cal assistance payments made by the department for
any Medicaid recipient which has been certified by an
authorized Medicaid employee.
(5) “Coordination of Benefits’ means all activities by
which an insurer notifies or is notified by other insur-
ersand/or the Medicaid Program that a claim has been
received, for the purpose of establishing primary
liability, and/or if previous payment has been made on
al or part of the claim.

(b) The department hasalien upon any money or fund
payable by any third party whoisor may beliablefor the
medical expenses of a Medicaid recipient when the
department provides medical assistance. Circumstances
under which the department may assert its lien include,
but are not limited to, cases where Medicaid has made
payment because:

(1) payment from a third party was not immediately

available;

(2) there are disputes and delays in the coordination of

benefits;

(3) the third party was not identified;

(4) the department erroneously made payment before

the third party or al other parties had made payment;

(5) acourt order has been issued; or

(6) the recipient asserts a claim against a third party

who is or may be liable for the injury, illness, or

disease of aMedicaid applicant or recipient.

(c) The department, acting in behalf of the Medicaid
recipient, may initiate an action against athird party that
isor may be liable for theinjury, illness, or disease of a
Medicaid recipient because:

(1) the recipient has not done so; and

(2) the time remaining under the statute of limitations

for the action is six months or less.

(d) In perfecting its lien, the department shall take the
following action before the third party makes final
settlement to the Medicaid recipient as total compensa
tion for the recipient'sinjury, illness, or disease:

(2) serve notice:

(A) to third parties in the manner described in
paragraph (e) below; and/or

(B) to insurers in the manner described in either
(e)(3)(C) of thissection or subsection (f) as deemed
appropriate by the department; and
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(2) fileaclaim which:

(A) shows the amount of payment made at the time
noticeis served;

(B) is updated at not less than yearly intervals and
showsthe total of al identified expenditures and/or
average daily cost of the individual's care;

(C) isprepared by the department's staff or the fiscal
contractor's staff; or

(D) is a hard copy of computer generated claims
payment records; and

(E) iscertified by an authorized M edicaid empl oyee.

(e) The department may perfect its lien by serving
notice to third partiesin the following manner:

(D) filing awritten noticein the Marion County Circuit

Court stating:

(A) the name and address of the recipient;

(B) that the individua is eligible for medical assis-
tance;

(C) the name of the person or third party alleged to
be liable to the injured, ill, or diseased recipient.

(2) sending a copy of the notice filed in the Marion

County Circuit Court by certified mail to thethird party.

(3) sending a copy of the notice to the following

persons or entities if the appropriate names and ad-

dresses are determined:
(A) the recipient;
(B) the recipient's attorney; and
(C) theinsurer or other third parties.

(f) The department may serve noticeto insurersand/or
initiate the coordination of benefitsby mailinganoticeto
theinsurer whichis:

(2) on state letterhead; and

(2) sent by certified mail.

(3) which includes, if reasonably available to the

department, thefollowinginformation pertainingtothe

Medicaid recipient:

(A) name of employer;

(B) name of policyholder;

(C) employee identification number; and
(D) claim certificate number.

(g) When an insurer has received the notice specified
in (e)(3)(C) of this section or subsection (f) above prior
to making payment on a claim, and the insurer is liable
for part or all of aMedicaid recipient'smedical expenses,
the insurer shall coordinate the benefits with the depart-
ment and:

(1) pay the provider of service for hills submitted by

the provider unless the department certifies that it has

aready paid the bill;

(2) reimburse the department for claims submitted by

the department; or

(3) reimburse the department if the provider and the

department submit claims for the same services.
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(h) An insurer that is put on notice of a claim by the
department under either subsection (g)(21), (2) or (3) and
proceedsto pay the claimto aperson or entity other than
the department is not discharged from payment of the
department's claim.

(i) Once the Medicaid program has been reimbursed
for the department's claim by the insurer, the insurer has
discharged its responsibility for that claim. Neither the
insurer nor the recipient shal be held liable for any
remaining balance. For any provider seeking adj ustments
in payment, recourse is limited to an administrative
appeal as provided by 470 IAC 1-4.

(i) Therules set forth in subsection (g) above shall also
apply when the recipient notifies the insurer that he has
received medical assistance from the department. Inthis
case, the insurer is required to initiate coordination of
benefits with the department.

(k) Any clause in any insurance contract which ex-
cludes payment when the contract beneficiary iseligible
for medical assistance isvoid and the insurer shall make
payments described in subsection (g) above.

() The department may waive its lien, at its discretion.
(Office of the Secretary of Family and Social Services; 405
IAC 1-1-15; filed Sep 29, 1982, 3:09 pm: 5 IR 2322; filed
May 22, 1987, 12:45 pm: 10 IR 2282, ff Jul 1, 1987,
readopted filed Jun27,2001, 9:40a.m.; 241R3822) NOTE:
Transferred fromthe Division of Family and Children (470
IAC 5-1-13) to the Office of the Secretary of Family and
Social Services (405 1AC 1-1-15) by P.L.9-1991, SECTION
131, effective January 1, 1992.

405 | AC 1-1-16 Insurance information; release

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: IC 12-13-7-3; IC 12-15-29

Sec. 16. (@) “Insurer” means any insurance company,
prepaid health care delivery plan, self funded employee
benefit plan, pension fund, retirement system, group
coverageplan, blanket coverage plan, franchiseinsurance
coverage plan, individual coverage plan, family-type
insurance coverage plan, Blue Cross/Blue Shield plan,
group practice plan, individual practice plan, labor-
management trusteed plans, union welfare plans, em-
ployer organization plans, employee benefit organization
plans, governmental program plans, fraternal benefits
societies, Indiana Comprehensive Health Insurance
Association plans, any plan or coverage required or
provided by any statute, or similar entity that:

(1) isdoing business in this State; and

(2) isunder an abligation to make payments for medi-

cal services asaresult of aninjury, illness, or disease

suffered by a Medicaid recipient.
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(b) In accordance with IC 12-1-7-24.1 [IC 12-1 was
repealed by P.L.2-1992, SECTION 897, effective Febru-
ary 14, 1992.], aMedicaid applicant or recipient or one
legally authorized to seek Medicaid benefitson behalf of
the applicant or recipient shall be considered to have
authorized all insurers to release to the department all
availableinformation needed by the department to secure
or enforce its rights pertaining to third party liability
collection.

(c) Bvery insurer shall provideto the department, upon
written request, information pertaining to coverage
and/or benefits paid or available to an individual under
an individual, group, or blanket policy or certificate of
coveragewhenthe department certifiesthat suchindivid-
ual is an applicant for or a recipient of medical assis-
tance. Information, to the extent available, regarding the
insured may include, but need not be limited to:

(1) name, address, and social security number of the

insured;

(2) policy numbers, the terms of the policy, and the

benefit code;

(3) names of covered dependents whom the State

certifies are applicants or recipients;

(4) name and address of employer, other person, or

organization which holds the group policy;

(5) name and address of employer, other person, or

organi zation through which the coveragewasobtained;

(6) benefits remaining available under the policy

including but not limited to, coverage periods, lifetime

days, life time funds;

(7) the deductible, and the amount of deductible

outstanding for each benefit at the time of the request;

(8) any additional co-insuranceinformationwhich may

beonfile;

(9) copiesof claimswhen requested for legal proceed-

ings,

(10) copies of checks and their endorsements when

these documents are needed as part of an investigation

of arecipient and/or provider; and

(11) other policy information which the department

certifies in writing is necessary to secure and enforce

its rights pertaining to third party liability collection;

(12) carrier information, including:

(A) name and address of carrier;
(B) adjustor's name and address; and
(C) policy number and/or claim number;

(13) claims information, including:

(A) identity of the individual to whom the service
was rendered;

(B) identity of the provider rendering services,

(C) identity and position of provider's employee
rendering said services, if necessary for claims
processing;

4051AC1-1.5-2

(D) date on which said services were rendered; and

(E) adetailed explanation of charges and benefits.
(Office of the Secretary of Family and Social Services,
4051AC 1-1-16; filed Sep 29, 1982, 3:21 pm: 5 R 2320;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
NOTE: Transferred from the Division of Family and
Children (470 |AC 5-1-14) to the Office of the Secretary
of Family and Social Services (405 IAC 1-1-16) by
P.L.9-1991, SECTION 131, effective January 1, 1992.

Rule 1.5. Provider Reimbur sement Appeal

Procedures
4051AC1-1.5-1 Scope
4051AC 1-1.5-2 Appeal requests
4051AC 1-1.5-3 Summary review
4051AC 1-1.5-4 Decision on summary review
4051AC 1-1.5-5 Repayment of overpayment to office

4051AC 1-1.5-1 Scope
Authority: 1C 12-15-21
Affected: 1C4-21.5-3

Sec. 1. (a) Thisrule governsthe proceduresfor appeals
to the office of Medicaid policy and planning (office)
involving actionsor determinationsof reimbursement for
all Medicaid providers.

(b) Thisrule governsthe proceduresfor appealsto the
office from the following actions or determinations:

(1) Setting rates of reimbursement.

(2) Any action based upon afinal audit.

(3) Determination of change of provider status for

purposes of setting a rate of reimbursement.

(4) Determination by the office that an overpayment to

a provider has been made due to a year-end cost

settlement.

(5) Any other determination by the office that a pro-

vider hasbeen paid morethan it was entitled to receive

under any federal or state statute or regulation.

(6) The office's refusal to enter into a provider agree-

ment.

(7) The office's suspension, termination, or refusal to

renew an existing provider agreement.

(c) Notwithstanding subsections (a) and (b), this rule
does not govern determinations by the office or its
contractor with respect to the authorization or approval
of Medicaid services requested by a provider on behalf
of a recipient. (Office of the Secretary of Family and
Social Services; 405 IAC 1-1.5-1; filed Oct 31, 1994,
3:30p.m.: 18R 862; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822)

4051AC 1-1.5-2 Appeal requests
Authority: 1C 12-15-21
Affected: 1C4-21.5-3-6;1C4-215-3-7;1C 12-8-6-6; IC 12-1513-3
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Sec. 2. (a) Appeals governed by this rule will be held
inaccordancewith 1C 4-21.5-3, except as specifically set
out in this rule. The ultimate authority for purposes of
this section isthe secretary of family and social services
administration, in accordance with 1C 12-8-6-6.

(b) A request for an appeal must be filed within the
following time limits:

(1) A request for an appeal of a determination that an
overpayment has occurred must be filed within the
timelimits set out in IC 12-15-13-3.
(2) A hospitd's request for an gpped of an action de-
scribed in IC 4-21.5-3-6(a)(3) and I1C 4-21.5-3-6(8)(4)
must be filed within one hundred eighty (180) days.
(3) All other appeal requests governed by this rule
must be filed with the ultimate authority within fifteen
(15) calendar days of receipt of the determination by
the office of Medicaid policy and planning (office), in
accordancewith1C4-21.5-3-7. However, any provider
subject to administrative review or reconsideration
under this article must seek administrative review or
reconsideration prior to filing an appeal request.

(c) Anappedal request must state facts demonstrating that:

(1) the petitioner is a person to whom the order is

specifically directed;

(2) the petitioner isaggrieved or adversely affected by

the order; or

(3) the petitioner is entitled to review under any law.
Failure of the provider to file the gppeal request within the
timelimitslisted in subsection (b) will resultinthewaiver of
any right to appeal from the office's determination.

(d) The provider must file with the office a statement
of issues:

(1) within forty-five (45) calendar days after the

provider receives notice of the determination of the

office; or

(2) at the time the provider files atimely request for

appeal;
whichever is later.

(e) The statement of issues shall set out in detail:

(2) the specific findings, action, or determinations of

the office from which the provider is appealing;

(2) with respect to each finding, action, or determina-

tion, why the provider believes that the office's deter-

mination wasin error; and

(3) with respect to each finding, action, or determina-

tion, al statutes or rules supporting the provider's

contentions of error.

(f) A hospital appealing an action described in IC 4-
21.5-3-6(a)(3) and IC 4-21.5-3-6(a)(4) must include its
statement of issuesin its petition for review.

(g) The statement of issues shall govern the scope of
theissuesto be adjudicated in the appeal under thisrule.
The provider will not be permitted to expand the appeal
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beyond the statement of issues with respect to:

(2) the specific findings, action, or determination of

the office; or

(2) the reason or rationale supporting the provider's

appeal.

(h) The provider may supplement or modify its state-
ment of issues for good cause shown, up to sixty (60)
calendar days after the appeal request is mailed to the
office. Theadministrative law judge assigned to hear the
appeal will determine good cause.

(i) Within thirty (30) days after filing a petition for
review, and upon afinding of good cause by the adminis-
trative law judge, a hospital appealing an action de-
scribed in I1C 4-21.5-3-6(a)(3) and IC 4-21.5-3-6(8)(4)
may amend the statement of issuescontained in apetition
for review to add one (1) or more additional issues.

(j) Failure of the provider to timely file a statement of
issues within forty-five (45) calendar days from the date
the provider files the appeal request will result in auto-
matic certification to the secretary for summary review,
in accordance with section 3 of thisrule.

(k) Notwithstanding subsections (d) through (g), a
hospital provider that files an appeal after a determina-
tion regarding year-end cost settlement may preserve any
Medicaid issuesthat are affected by any Medicare appeal
issues, by indicating in its statement of issues that
Medicare issuestimely filed before the fiscal intermedi-
ary arealso preserved initsMedicaid statement of issues.
(Office of the Secretary of Family and Social Services,
405 IAC 1-1.5-2; filed Oct 31, 1994, 3:30 p.m.: 18 IR
862; errata filed Feb 28, 1995, 2:30 p.m.: 18 IR 1836;
filed Jul 18, 1996, 3:00 p.m.: 19 IR 3374; errata filed
Sep 24, 1996, 3:20 p.m.: 20 IR 331, readopted filed Jun
27,2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-1.5-3 Summary review
Authority: 1C 12-15-21
Affected: |C 4-21.5-3

Sec. 3. (a) The office of Medicaid policy and planning
(office) will provide a summary review by the secretary
of family and social servicesadministration (secretary) of
certainissues set out in the provider's statement of issues.
Issuesin the provider's statement of issuesthat challenge
the propriety of:

(1) dl or part of the general methodology or criteria

utilized by the office for setting rates;

(2) dl or part of the general methodology or criteria

utilized by the office with respect to any audits;

(3) dl or part of the general methodology or criteria

utilized by the office for making determinations with

respect to change of provider status; and

(4) al or part of any other general methodology or
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criteria utilized by the office for making any determi-

nation set out in section 1(b) of thisrule;
will be certified for summary review by the secretary.

(b) Theofficeshall not certify for summary review any
issue in which the provider challenges the application of
the office's methodology or criteria in the provider's
particular circumstances. Issuesinvolving application of
the office's methodology or criteria will be set for an
evidentiary hearing under |C 4-21.5-3. The administra-
tive law judge shall exclude any:

(1) evidenceor argumentation onissues certified tothe

secretary; or

(2) issues not specifically enumerated in the provider's

statement or amended statement of issues.

(c) For apped sfiled before the effective date of thisrule,
theofficemay certify i ssuesdetermined under subsection (a)
to the secretary or the secretary’s designee, according to the
issues set out in the provider's sppedl letter.

(d) There shdl be no apped from adetermination by the
office certifying any issues for summary review by the
secretary. (Office of the Secretary of Family and Social
Services; 4051AC 1-1.5-3; filed Oct 31, 1994, 3:30 p.m.: 18
IR863; readopted filed Jun27,2001, 9:40a.m.: 24IR3822)

4051AC 1-1.5-4 Decision on summary review
Authority: 1C 12-15-21
Affected: |C 4-21.5-3-28

Sec. 4. (a) Upon a determination of the office of
Medicaid policy and planning (office) that any or all of
the issues in the provider's statement of issues concern
issuesin section 3(a) of thisrule, the officewill certify to
the secretary of family and socia servicesadministration
(secretary) those issues for summary review by the
secretary or the secretary'sdesignee. With respect to each
issue certified by the office, the secretary or the secre-
tary's designee will issue adecision:

(1) affirming the determination of the office;

(2) dissolving the determination of the office; or

(3) remanding the determination of the office for an

evidentiary hearing beforean administrativelaw judge.

(b) The decision of the secretary or the secretary's
designee on summary review shall be rendered within
forty-five (45) calendar days after certification by the
office to the secretary.

(c) The secretary shall send anotice of the decision on
summary review to the provider. The decision on sum-
mary review of the secretary or the secretary's designee
isinterlocutory unlessit adjudicates all the issuesin the
provider's appedl. It isnot afinal order until al issuesin
the provider's statement of issues are adjudicated by the
secretary or the secretary's designee under IC 4-21.5-3-
28. A provider may not seek judicial review of an

4051AC1-1.55

adverse determination of the secretary on summary
review until suchtimeasafinal order on all theissuesin
the provider's statement of issues is rendered. (Office of
the Secretary of Family and Social Services; 405 |AC 1-
15-4; filed Oct 31, 1994, 3:30 p.m.. 18 IR 864,
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-1.5-5 Repayment of overpayment to

office
Authority: 1C 12-15-21
Affected: 1C 4-21.5-3; IC 12-15-13-3

Sec. 5. (a) The office of Medicaid policy and planning
(office) may require the repayment of any amount deter-
mined by the office to have been paid to the provider in
error, prior to an evidentiary hearing or summary review,
unless an appedl is pending and the provider has el ected not
to repay an alleged overpayment pursuant to 405 IAC 1-1-
5(d)(3). The office may, in its discretion, recoup any over-
payment to the provider by the following means.

(1) Offset the amount of the overpayment against

current Medicaid payments to a provider.

(2) In the case of an ingtitutional provider, offset the

amount of the overpayment to any or al of the

Medicaid facilities owned by the provider until the

overpayment has been satisfied.

(3) Require that the provider satisfy the overpayment

by refunding the entire amount of the overpayment to

the office directly.

(4) Enter into an agreement with the provider in

accordance with 405 |AC 1-1-5.

(b) Interest from the date of the overpayment will be
assessed even if the provider repays the overpayment to
the office within thirty (30) days after receipt of the
notice of the overpayment. Thissubsection appliesto any
of the methods of recoupment set out in this section.
I nterest on overpayments shall not exceed the percentage
set out in IC 12-15-13-3(f)(1).

(c) Notwithstanding any other rule in this article, for
hospitals who receive a notice that the provider has been
underpaid by the office as a result of the cost settlement
process, the office will pay interest to the hospital on the
amount of the underpayment. Such interest will accruefrom
the date of the underpayment at the rate of interest set out in
IC 12-15-13-3(f)(2). (Office of the Secretary of Family and
Social Services; 405 1AC 1-1.5-5; filed Oct 31, 1994, 3:30
p.m.: 18 IR 864; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3374,
readopted filed Jun 27, 2001, 9:40 am.: 24 IR 3822)

Rule 2. Inspection of Carein Long Term Care
Facilities

4051AC 1-2-1  Inspection (Repealed)



4051AC1-2-1

4051AC 1-2-1 Inspection (Repealed)

Sec. 1. (Repealed by Office of the Secretary of Family and
Social Services; filed Oct 12, 1995, 1:30 p.m.: 19 IR 350)

Rule 3. Criteriafor Level of Carein Long Term
CareFacilities
NOTE: 405 IAC 1-3 wastransferred from 470 |AC 5-3.
Wherever in any promulgated text there appears a
reference to 470 |AC 5-3, substitute 405 IAC 1-3.

4051AC 1-3-1 Skilled nursing services; unskilled services
4051AC 1-3-2 Intermediate level of care criteria
4051AC1-3-3  Examples illustrating criteria for level of

care; differentiation between skilled and
intermediate care

4051AC 1-3-1 Skilled nursing services; unskilled

services
Authority: 1C 12-15-1-1; |C 12-15-1-10
Affected: 1C 12-15-5-1

Sec. 1. (a) Skilled nursing services, as ordered by a
physician, must be required and provided on a daily
basis, essentialy seven (7) days aweek.

(b) Rehabilitation services for an acute rehabilitative
condition may be provided at either skilled or intermediate
level of care, depending upontheresident'soverall condition
and nursing care needs. To qudify to skilled rehabilitation
services, the following conditions shall be met:

(1) The services are ordered by a physician and must

berequired and provided at least five (5) days aweek.

(2) The therapy must be of such complexity and

sophisti cation that thejudgment, knowledge, and skills

of alicensed therapist are required.

(3) The overall condition of the patient must be such

that the judgment, knowledge, and skills of alicensed

therapist are required.

(¢) If the patient's condition is such that it requires obser-
vetion and assessment by licensed professional nursing staff
to identify or eval uate the patient's need for modification of
trestment and theinitiation of additional medical procedures
until the patient's condition is stabilized, the serviceis at the
skilled level. These services must be documented by physi-
cian's orders, progress notes, and nurse's notes. Routine or
prophylactic monitoring of a stable condition is considered
intermediate level.

(d) When licensed professional nursing staff isrequiredto
teach a skilled procedure in order to facilitate discharge to
sdlf-care, skilled level of care can be considered short term.
This could include teaching self-injection, self-
catheterization, catheter care, ostomy care, dressing changes,
or suctioning. Nursing care plan and documentation of
overd| condition must substantiatethat dischargeto self-care
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following a training program is a redigtic god. Training
programs of longer than thirty (30) days, when no other
skilled services are required, will be considered appropriate
for theintermediate level of care.

(e) The development, management, and evaluation of
a patient care plan, based on the physician's orders,
constitute skilled nursing services when, in terms of the
patient's physical or mental condition, these services
require the involvement of skilled nursing personnel to
meet the patient's medical needs, promote recovery, and
ensure medical safety. However, the planning and
management of a treatment plan and supervision of
personal care does not in itself require skilled level of
care. Skilled level of care is appropriate where the sum
total of unskilled servicesthat are anecessary part of the
medical regimen, when consideredinlight of thepatient's
overall condition, makes the significant involvement of
skilled nursing personnel necessary to promote the
patient's recovery and medical safety. The need for
significant skilled personnel involvement must be
documented within the patient's medical record.

(f) Based upon the principles in subsections (a)
through (e), examplesof skilled nursing servicesinclude,
but are not limited to, the following:

(1) Intravenousinfusionsor intravenousand i ntramus-

cular injections. However, injectionswhich canusualy

be self-administered, such as the wéll-regulated
diabetic who receives daily insulin injections, would
not require skilled services. Theoccasional or PRN (as

needed) intramuscular injection would qualify as a

skilled serviceonly if the patient'smedical conditionis

unstableassupported by documentationinthepatient's
medical records.

(2) Nasogastric tube and gastrostomy feedings.

(3) Nasopharynged andtracheotomy aspiration. However,

patients with tracheotomy tubes which have been used

over along period of time and where the patient is men-
tally able to perform this care with little, if any, supervi-
sion would not qualify for skilled level of care.

(4) Insertion and sterile irrigation or replacement of

catheters. Skilled care may be required for patientsin

whom catheter obstructions frequently occur necessi-
tating the intervention of professional personnel. The
sterile irrigation of catheters must be ordered by the
physician specifying the type of irrigation and length
of time which the sterile irrigations are to continue.

Routine sterile irrigations continuing longer than

fourteen (14) days will be considered appropriate for

intermediate level of care.

(5) Complex wound care involving sterile dressings,

prescription medications, and aseptic techniques.

Justification for these procedures must be fully docu-

mented, and the duration of these treatments must be
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specified by the physician. The necessity for the

treatments continuing longer than thirty (30) days must

be documented on the patient'srecord by fully describ-
ing the patient's condition.

(6) Care of extensive decubitus ulcers. The size and

stage of the decubitus must be documented. The

treatment must be specifically ordered by the physi-
cian. Appropriate documentation to monitor the
progress of the decubitusis also required.

(7) Initial phasesof aregimeninvolvingadministration

of oxygen. Patients requiring the administration of

oxygen on a daily basis for a new or recent medical
condition would qualify for skilled level care. How-
ever, patients receiving oxygen either continuously or

PRN for achronic, stable medical conditionwould not

qualify for skilled level care.

(g) In order to qualify for skilled level of care, docu-
mentation of themedical necessity forincreasedintensity
of nursing services must be noted in physician's orders,
progress notes, and nurse's notes. When thisintensity of
nursing services is no longer required, it isthe responsi-
bility of the nursing facility and physician to transfer the
resident to theintermediate level of care. The office may
initiate an independent evaluation and level of care
assessment to determine whether continued reimburse-
ment at the skilled level isjustified. (Office of the Secre-
tary of Family and Social Services;, Long Term Care
Facilities1; filed Feb 10, 1978, 11:20 a.m.: Rules and
Regs. 1979, p. 269; filed Mar 15, 1988, 1:59 p.m.: 11 IR
2852; filed Mar 10, 1993, 5:00 p.m.: 16 IR 1792
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
NOTE: Transferred from the Division of Family and
Children (470 IAC 5-3-2) to the Office of the Secretary
of Family and Social Services (405 1AC 1-3-1) by P.L.9-
1991, SECTION 131, effective January 1, 1992.

405 |AC 1-3-2 Intermediate level of carecriteria
Authority: 1C 12-15-1-1; |C 12-15-1-10
Affected: 1C 12-15-5-1

Sec. 2. (a) Intermediate nursing care includes care for
patientswith long termillnesses or disabilitieswhich are
relatively stable, or carefor patientsnearing recovery and
discharge who continue to require some professional
medical or nursing supervision and attention. Intermedi-
ate care services encompass a range of services from
those below skilled level services to those above room
and board level services. The determination of the
differences between the skilled and intermediate level of
careisbased upon the patient's condition, along with the
complexity and range of medical servicesrequired by the
patient on a daily basis. The provision of room, food,
laundry, and supervision of activities of daily living do

4051AC 1-3-2

not, in and of themselves, qualify asintermediate care.

(b) Intermediate careincludesroom, food, laundry, and
professional supervision of activities for protection and
safety, along with combinations of the following:

(1) Assistance with ambulation.

(2) Assistance with transfers and positioning.

(3) Assistance with general bathing and hygiene.

(4) Assistance with eating.

(5) Assistance with dressing.

(6) Assistance with toileting/incontinence care.

(c) Intermediate services require some professional
supervision, but may be performed by properly trained
nonprofessional personnel. The following illustrated
services are generally of asupportive nature and are less
than skilled level services:

(1) Administration of routine oral medications, eye

drops, ointment, or any combination of al of these.

(2) Injections which usually can be self-administered,

such as the well-regulated diabetic who receives daily

insulininjections. The administration of an occasional
or PRN (as needed) intramuscular injection would be
considered appropriate for intermediate level of care.

(3) Genera maintenance care of colostomy or

ileostomy, including cleaning colostomy, changing

colostomy bags, or routine use of equipment.

(4) Routine insertion and maintenance for patency of

indwelling catheters.

(5) Changesof dressingsinnoninfected, postoperative,

or chronic conditions.

(6) Prophylactic and palliative skin care, including

bathing and application of medical creamsor treatment

of minor skin conditions.

(7) Administration of oxygen, after initial phasesfor a

stable, chronic condition.

(8) Routine care of plaster cast and brace patients,

including hip spicaor body casts.

(9) Heat as palliative treatment.

(20) Provisionand supervision of restorativemeasures.

(11) Provision of skilled services or procedures when

the resident's overall condition does not require the

intensity of professional nursing servicesnecessary for
skilled level of care.

(12) Twenty-four (24) hour a day supervision or direct

ass stanceto maintain safety dueto confusion or disorien-

tation that is not related to, or aresult of, menta illness.

(d) The Indiana Medicaid program does not make reim-
bursement for services below theintermediate level of care.
(Officeof the Secretary of Family and Social Services; Long
Term Care Facilities I11; filed Feb 10, 1978, 11:20 a.m.:
Rulesand Regs. 1979, p. 272; filed Mar 15,1988, 1:59 p.m..
11 IR 2854; filed Mar 10, 1993, 5:00 p.m.: 16 IR 1794,
readoptedfiled Jun 27,2001, 9:40a.m.: 241R3822) NOTE:
Transferred fromthe Division of Family and Children (470
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IAC 5-3-3) to the Office of the Secretary of Family and
Social Services (405 1AC 1-3-2) by P.L.9-1991, SECTION
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131, effective January 1, 1992.

4051AC 1-3-3 Examplesillugratingcriteriafor level
of care differentiation between

killed and intermediate care
Authority: 1C 12-8-6-5; |C 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2
Affected:

1C 12-13-7-3; IC 12-15

Sec. 3. The following examples illustrate some of the
considerations involved in the differentiation between
Skilled and Intermediate care.

SKILLED CARE

INTERMEDIATE CARE

Anemia

Rapid breakdown of red
blood cells which may pro-
duceahemolyticcrisis. Treat-
ment — intravenous sol utions
or transfusions.

Frequently present in the el-
derly. Oral medication or in-
frequent injections usually
sufficient for routine treat-
ment.

Arteriosclerosic Heart Disease

Severevascular heart disease
requiring powerful
antihypertensive drugs.
There may be symptoms of
heart failure requiring accu-
ratedigitalization and diuret-
ics.

Minimal or moderateamounts
of medication without adjust-
ment to medications.

Arthritis

Drugsused in large dosesand
over a prolonged period of
time that may produce meta-
bolic or toxic symptoms.

Long history of chronic ar-
thritis. Routine medication
and physical therapy.

Brain Syndromes (Psychoses)

Must receive active treat-
ment. (1) Treatment devel-
oped by a physician in con-
junction with staff members.
(2) Services are expected to
improve the patient's condi-
tion and level of functioning.
(3) Services are supervised
and evaluated by aphysician
and documented in the medi-
cal record.

Therapy not planned for the
particular patient. Activities
are diversiona in nature, i.e.,
to provide social or recre-
ational outlet for the patient.
Non-energetic treatment with
medications.

Bronchitis (chronic) and Bronchiectasis

Limited pulmonary reserve
with changes in oxygen re-
quirements. Intractable con-
gestive heart failure.

Standard oral medication. Pa-
tient has been taught to man-
age own inhdation equip-
ment.

Cataract

Skilled care required for 14
days because of very recent
surgery or complications.

Usualy cataract extractions
are followed by a normal un-
complicated convalescencein
the hospital and discharge to
the patient's home.

Recent major surgery. Current
treatment with radium, radio-
active isotopes, X-ray, and
anti-neoplastic agents. Active
treatment for serious compli-
cations such as severe pain,
acute infections, decubiti,
fractures, specia training
while patient learns to handle
appliances or surgical
wounds, including colostomy.

No specific treatment. Con-
sidered arrested. If metastasis,
the cancer is not being ac-
tively treated.

Cerebrovascular Accident

Hemiplegia and/or speech
disturbance. Less than six
months since cerebrovascular
accident. Active speech or
physical therapy.

Small cerebral vessel in-
volved with minor paraysis
(Ischemia Attacks). Patient
can ambulate. More than six
monthssince C.V.A.

Cirrhosis of Liver

Persistent ascites being treat-
ed by diuretics, by paracente-
sisor both.

Bed rest and diet. Moderate
use of diuretic drugs.

Congestive Heart Failure

Patient requires vigorous and
comprehensivetreatment. Se-
vere shortness of breath, re-
quiring tourniquets on limbs,
phlebotomy, or oxygen ther-

apy.

Incipient or mild failure with
exertional shortnessof breath,
fatigue, and perhaps edema of
theankles, which usually sub-
side readily with diuretic and
digitalis therapy.

Convulsions

Frequent attacks due to seri-
ous brain diseases, such as
tumors, cerebral edema, and
cerebrovascular accidents.
Difficult to control.

Infrequent attacks that can be
controlled or aleviated by
medication. Frequency of
once a month will be consid-
ered skilled care.

Decubitus Ulcer

Energetic treatment by de-
bridement of necrotic tissue,
medications, and bandages.
Tissue necrosisand infection
must be actively treated.

Minor healing decubiti or
skin care to prevent decubiti.

Diabetes Mdlitus

Severe or “brittle” diabetes.
Variationsin insulin require-
ments. Also for the juvenile
diabetic.

Diabetes easily controlled by
diet and oral medication or
insulin.

Emotional Disturbances

To control severe agitation
or depression for short pe-
riod of time, large doses of
tranquilizers or anti-depres-
sives are required. Close
supervision is required
(when IM medications are
being given daily).

Anxiety and depression are
not severe. Mental condition
does not require close contin-
uous supervision.
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Emphysema

“Respiratory cripple” may
show symptomsof respiratory
infection, severe bronchia
secretion, carbon dioxide re-
tention, and cardiac failure.
These symptoms require
energetic medical treatment.

Symptoms of wheezing,
chronic cough, and mild
dyspneawhich do not require
specia treatment by skilled
personnel. Patient may re-
quire IPPB treatment for a
period.

Fractures

Many factors are involved in
the amount of skilled care
patient requires. Caredepends
upon the location of the frac-
ture, thedegree of healing, the
type of treatment, and the se-
verity of any complications.

The healing process is almost
complete. Restorative physi-
cal therapy may be necessary.

Hypertensive Heart Disease

Vigorous and diligent treat-
ment for patient showing ce-
rebral signs (encephal opathy)
strokes, transient hemiparesis,
cardiac insufficiency, coro-
nary ischemia, and severe
headaches not controlled by
routine analgesics.

Patient has been on long-term
antihypertensive therapy or
alarming symptomsare absent
and the patient is not under
vigorous treatment.

Malnutrition

Condition is so serious that
patient requiresfrequent visits
by his physician. 1.V. or tube
feedings generally required.

Patient's poor eating habits
are corrected by special diets.

Myocardia Infarction

Recent infarction. Relative
rest for theinjured heart. Pos-
sible congestive heart failure.

Attack over 2 —3 months ago.
Routine prophylaxis (anti-co-
agulants) against
thromboembolic complica-
tions. Heart compensating.

Nephritis, Nephrosclerosis, Nephroses

Acute phase of these condi-
tions requires active therapy.
In the chronic state they may
require specia treatment for
heart failure, electrolyte
abnormalities, acidosis and
uremia

Many elderly patients suffer
from renal diseases. Treat-
ment often is a dietary regi-
men and diuretic drugs.

Osteoporosis

Collapse and wedging of the
atrophic vertebral bones may
appear under minimal stress.
Skilled care will be required
to treat the fracture or allevi-
ate the pain.

This condition is found in
many elderly people. Oral
medications may be adminis-
tered.

(Office of the Secretary of Family and Social Services,
Long Term CareFacilities1V; filed Feb 10, 1978, 11:20
am: Rules and Regs. 1979, p. 273; readopted filed Jun
27, 2001, 9:40 a.m.: 24 IR 3822) NOTE: Transferred
fromthe Division of Family and Children (470 |AC 5-3-
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4) to the Office of the Secretary of Family and Social
Services (405 |AC 1-3-3) by P.L.9-1991, SECTION 131,
effective January 1, 1992.

Rule 4. Rate-Setting Criteria for State-Owned
I ntermediate Car e Facilitiesfor the Mentally
Retar ded
Policy; scope (Repealed)
Definitions (Repeal ed)
Accounting records; retention schedule;
audit trail; accrua basis, segregation of
accounts by nature of businessand by loca-
tion (Repealed)
Financial report to department; annual
schedule; prescribed form; extensions;
penalty for untimely filing (Repeal ed)
New provider; initial financial report to
department; criteria for establishing initial
interim rates; supplemental report; baserate
setting (Repeal ed)
Active providers; rate review; annua re-
quest; additional requests; requests due to
change in law; request concerning capital
return factor; computation of factor (Re-
pealed)
Request for ratereview; budget component;
occupancy level assumptions; effect of
inflation assumptions (Repeal ed)
Limitations or qualificationsto Medicaid
reimbursement; advertising; vehicle basis
(Repealed)
Criterialimiting rate adjustment granted by
department (Repeal ed)
Computation of rate; alowable costs; re-
view of cost reasonableness (Repeal ed)
Allowable costs; services provided by par-
tiesrelated to provider (Repeal ed)
Allowable costs; capital return factor (Re-
pealed)
Allowable cost; capital return factor; com-
putation of use fee component; interest;
alocation of loan to facilities and parties
(Repealed)
Allowable costs; capital return factor; com-
putation of return on equity component
(Repealed)
Allowable costs; capital return factor; use
fee; depreciable life; property basis (Re-
pealed)
Capital return factor; basis; historical cost;
mandatory record keeping; valuation (Re-
pealed)
Capital return factor; basis, sale or capital
lease of facility; valuation; sale or lease
among family members (Repeal ed)
Unallowable costs; cost adjustments; char-
ity and courtesy alowances,; discounts;
rebates; refunds of expenses (Repeal ed)

4051AC 1-4-1
405 1AC 1-4-2
405 1AC 1-4-3

405 1AC 1-4-4

4051AC 1-4-5

405 1AC 1-4-6

4051AC1-4-7

405 1AC 1-4-8

4051AC 1-4-9

405 1AC 1-4-10

4051AC 1-4-11

405 1AC 1-4-12

405 1AC 1-4-13

4051AC1-4-14

405 1AC 1-4-15

405 1AC 1-4-16

405 1AC 1-4-17

405 1AC 1-4-18



4051AC 1-4-1

405 1AC 1-4-19

405 1AC 1-4-20

4051AC1-4-21

405 1AC 1-4-22

405 1AC 1-4-23

405 1AC 1-4-24

405 |AC 1-4-25

405 IAC 1-4-26
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Allowable costs; wages; costs of employ-
ment; record keeping; owner or related
party compensation (Repeal ed)

Allowable costs; caculation of allowable
owner or related party compensation;
wages; saaries; fees; fringe benefits (Re-
pealed)

Nursing facilities providing intermediate or
skilled care; staffing costs; incentive for
cost efficiency (Repealed)

Routine medical or nonmedical supplies
and equipment (Repeal ed)

Nursing facilities providing intermediate
and skilled care; reimbursement for therapy
services (Repeal ed)

Nursing facilities providing intermediate
care and skilled care; allocation of interme-
diate and skilled care costs (Repeal ed)
State-owned intermediate care facilities for
the mentally retarded; allowable costs;
compensation; per diem rate (Repeal ed)
Community residential facilities for the
developmentally disabled; allowable costs;
compensation; per diem rate; incentive
payment rate (Repeal ed)

405 1AC 1-4-26.1 Community residential facilities for the

405 IAC 1-4-27

405 1AC 1-4-28

405 1AC 1-4-29

405 1AC 1-4-30

4051AC 1-4-31

developmentally disabled; allowable costs;
compensation; per diem rate; incentive
payment rate (Repeal ed)

Administrative reconsideration; appeal
(Repealed)

Nursing facilities; separate reimbursement
for ventilator units in nursing homes (Re-
pealed)

Skilled nursing facilities; separate reim-
bursement for brain and high spinal cord
trauma and major progressive
neuromuscular disorders (Repeal ed)
Skilled nursing facilities; separate reim-
bursement for “chronically medically de-
pendent” people infected by the human
immunodeficiency virus (HIV) (Repeal ed)
Skilled nursing facilities; separate reim-
bursement for “chronically medically de-
pendent” people infected by the human
immunodeficiency virus (HIV) (Repeal ed)

405 AC 1-4-1 Policy; scope (Repealed)

Sec. 1. (Repealed by Office of the Secretary of Family and
Social Services, filed Sep 1, 1998, 3:25 p.m.; 22 IR 91)

405 1AC 1-4-2 Definitions (Repeal ed)

Sec. 2. (Repealed by Office of the Secretary of Family
and Social Services; filed Sep 1, 1998, 3:25 p.m.: 22 IR

o1)

4051AC 1-4-3 Accounting records; retention
schedule; audit trail; accrual ba-
sis; segregation of accounts by
natur eof businessand by location
(Repealed)

Sec. 3. (Repealed by Office of the Secretary of Family and
Social Services, filed Sep 1, 1998, 3:25 p.m.; 22 IR 91)

4051AC 1-4-4 Financial report to department;
annual schedule; prescribed form;
extensions,; penalty for untimely
filing (Repealed)

Sec. 4. (Repeal ed by Office of the Secretary of Family and
Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 1R 91)

405 AC 1-4-5 New provider; initial financial re-
port to department; criteria for
establishing initial interim rates;
supplemental report; base rate
setting (Repeal ed)

Sec. 5. (Repealed by Office of the Secretary of Family and
Social Services, filed Sep 1, 1998, 3:25 p.m.; 22 IR 91)

4051AC 1-4-6 Active providers; ratereview; an-
nual request; additional requests;
requests due to change in law;
request concerning capital return
factor; computation of factor (Re-
pealed)

Sec. 6. (Repeal ed by Office of the Secretary of Family and
Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 1R 91)

4051AC 1-4-7 Request for ratereview; budget
component; occupancy level as
sumptions; effect of inflation as-
sumptions (Repeal ed)

Sec. 7. (Repeal ed by Office of the Secretary of Family and
Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 1R 91)

405AC 1-4-8 Limitations or qualificationsto
Medicaid reimbur sement; adver -
tising; vehicle basis (Repeal ed)

Sec. 8. (Repealed by Office of the Secretary of Family
and Social Services; filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)
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4051AC 1-4-9 Criteria limiting rate adjustment
granted by department (Repeal ed)

Sec. 9. (Repealed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

405 1AC 1-4-10 Computation of rate; allowable
costs; review of cost reasonable-
ness (Repealed)

Sec. 10. (Repeal ed by Office of the Secretary of Family
and Social Services; filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

405 |AC 1-4-11 Allowable costs; services provided
by partiesrelated toprovider (Re-
peal ed)

Sec. 11. (Repeal ed by Office of the Secretary of Family
and Social Services; filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

405 |AC 1-4-12 Allowable costs; capital return fac-
tor (Repeal ed)

Sec. 12. (Repeal ed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

405 |AC 1-4-13 Allowable cost; capital return fac-
tor; computation of use fee com-
ponent; interest; allocation of loan
tofacilitiesand parties (Repealed)

Sec. 13. (Repeal ed by Office of the Secretary of Family
and Social Services; filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

405 |AC 1-4-14 Allowable costs; capital return fac-
tor; computation of return on
equity component (Repealed)

Sec. 14. (Repeal ed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

405 |AC 1-4-15 Allowable costs; capital return fac-
tor; use fee; depreciable life;
property basis (Repealed)

Sec. 15. (Repeal ed by Office of the Secretary of Family

4051AC 1-4-21

and Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

4051AC 1-4-16 Capital returnfactor; basis; histori-
cal cost; mandatory record keep-
ing; valuation (Repeal ed)

Sec. 16. (Repeal ed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.; 22 IR
91)

405 |AC 1-4-17 Capital return factor; basis, sale or
capital lease of facility; valuation;
sale or lease among family mem-
bers (Repealed)

Sec. 17. (Repeal ed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

405 IAC 1-4-18 Unallowable costs; cost adjust-
ments; charity and courtesy al-
lowances; discounts; rebates; re-
funds of expenses (Repeal ed)

Sec. 18. (Repeal ed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.; 22 IR
91)

405 IAC 1-4-19 Allowable costs; wages; costs of
employment; record Kkeeping;
owner or related party compensa-
tion (Repealed)

Sec. 19. (Repeal ed by Office of the Secretary of Family
and Social Services; filed Sep 1, 1998, 3:25 p.m.; 22 IR
91)

405 |AC 1-4-20 Allowable costs; calculation of al-
lowable owner or related party
compensation; wages, salaries,
fees; fringe benefits (Repeal ed)

Sec. 20. (Repealed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.;: 221R91)

4051 AC 1-4-21 Nursingfacilities providing interme-
diate or skilled care; staffing
costs; incentivefor cost efficiency
(Repealed)

Sec. 21. (Repeal ed by Office of the Secretary of Family
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and Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

4051 AC 1-4-22 Routinemedical or nonmedical sup-
plies and equipment (Repeal ed)

Sec. 22. (Repeal ed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.; 22 IR
91)

4051 AC 1-4-23 Nursingfacilities providing interme-
diateand skilled care; reimbur se-
ment for therapy services (Re-
pealed)

Sec. 23. (Repealed by Office of the Secretary of Family
and Social Services, filed Sp 1, 1998, 3:25 p.m.: 221R91)

4051 AC 1-4-24 Nursingfacilities providing inter me-
diatecareand skilled care; alloca-
tion of intermediate and skilled
car e costs (Repealed)

Sec. 24. (Repealed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.; 22 IR 91)

4051AC 1-4-25 State-owned inter mediate care facil-
ities for the mentally retarded;
allowable costs; compensation;
per diem rate (Repealed)

Sec. 25. (Repealed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.;: 221R91)

405 | AC 1-4-26 Community residential facilitiesfor
the developmentally disabled;
allowable costs; compensation;
per diem rate; incentive payment
rate (Repealed)

Sec. 26. (Repeal ed by Office of the Secretary of Family
and Social Services; filed Feb 12, 1993, 5:00 p.m.: 16 IR
1789)

405 |AC 1-4-26.1 Community residential facilities
for the developmentally dis-
abled; allowable costs; com-
pensation; per diem rate; in-
centive payment rate (Re
pealed)

Sec. 26.1. (Repealed by Office of the Secretary of
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Family and Social Services; filed Jun1, 1994, 5:00 p.m.:
17 IR 2331)

405 |AC 1-4-27 Administrative reconsider ation;
appeal (Repealed)

Sec. 27. (Repealed by Office of the Secretary of Family
and Social Services, filed Sp 1, 1998, 3:25 p.m.;: 221R91)

405 1AC 1-4-28 Nursing facilities; separate reim-
bursement for ventilator unitsin
nursing homes (Repeal ed)

Sec. 28. (Repeal ed by Office of the Secretary of Family
and Social Services; filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

405 |AC 1-4-29 Skilled nursing facilities; separate
reimbur sement for brainand high
spinal cord trauma and major
progressiveneuromuscular disor-
ders (Repealed)

Sec. 29. (Repeal ed by Office of the Secretary of Family
and Social Services, filed Sep 1, 1998, 3:25 p.m.: 22 IR
91)

405 | AC 1-4-30 Skilled nursing facilities; separate
reimbursement for “chronically
medically dependent” people in-
fected by the human immunodefi-
ciency virus (HIV) (Repeal ed)

Sec. 30. (Repealed by Office of the Secretary of Family
and Social Services; filed Sep 1, 1998, 3:25 p.m.; 22 IR 91)

405 |AC 1-4-31 Skilled nursing facilities; separate
reimbursement for “chronically
medically dependent” people in-
fected by the human immunodefi-
ciency virus (HIV) (Repealed)

Sec. 31. (Repealed by Office of the Secretary of Family
and Social Services, filed Sp 1, 1998, 3:25 p.m.;: 221R91)

Rule 4.1. Rate-Setting Criteria for Home Health
Agencies

4051AC1-4.1-1 Policy; scope

405 |AC 1-4.1-2 Definitions

4051AC1-4.1-3 Homehesalth careservices; genera informa
tion

405 |AC 1-4.1-4 Home health care services; reimbursement
methodology
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4051AC 1-4.1-1 Policy; scope
Authority: IC 12-15-21-1; IC 12-15-21-3
Affected: IC 12-15-13-2

Sec. 1. (a) This rule provides genera information
regarding the criteriafor providing home health services
to Medicaid recipients and sets forth the criteria for
reimbursement for servicesrendered to Medicaid recipi-
ents by home health agencies. The information and
procedures containedinthisruleapply to Medicaid home
health providerslicensed by the I ndiana state department
of health and enrolled asMedicaid providers. Continued
participation in the Medicaid program and payment for
services are contingent upon maintenance of state
licensure and compliance with the Medicaid provider
agreement.

(b) In accordance with federal law, reimbursement for
home health services will be consistent with efficiency,
economy, and quality of care and sufficient to enlist
enough providers so that care and services are available
to Medicaid recipientsat | east to the extent that such care
and servicesare availableto the general populationinthe
geographic area. (Office of the Secretary of Family and
Social Services; 4051AC 1-4.1-1; filed Aug 3, 1993, 4:00
p.m.: 16 IR 2840; readopted filed Jun 27, 2001, 9:40
a.m.: 24 IR 3822)

405 |AC 1-4.1-2 Definitions
Authority: 1C 12-15-21-1; IC 12-15-21-3
Affected: 1C 12-15-13-2

Sec. 2. (a) The definitions in this section apply
throughout thisrule.

(b) “Office” means the office of Medicaid policy and
planning.

(c) “Home health care” means health care provided to
Medicaid recipients who are medically confined to the
home as certified by the attending or primary physician.

(d) “Home health agency” or “HHA” meansan agency
licensed by the Indiana state department of health to
provide home health care and enrolled as a Medicaid
provider.

(e) “Prior authorization” has the meaning set forthin
405 IAC 1-6-2 [405 IAC 1-6 was repealed filed Jul 25,
1997, 4:00 p.m.: 20 IR 3365.].

(f) “Overhead cost rate” means the flat, statewide rate
for al alowable costs not reimbursed through the
staffing cost rate.

(g) “Staffing cost rate” means the service-specific
standard wagerate paid per billable hour and based upon
standard personnel-related costs that are a function of
staff time spent in the performance of patient care
activities, plus amultiplier representing fringe benefits.

4051AC1-4.1-4

(h) “Semivariable cost rate” means fifteen percent
(15%) of the overhead cost rate that is reallocated from
the overhead cost rate to the staffing cost rate.

(i) “ Standard wagerate” meansawagerate assignedto
specific home health services.

(i) “Health Care Financing Administration homehealth
agency input price index” means the index of that name
published quarterly by DRI/McGraw-Hill. (Office of the
Secretary of Family and Social Services; 405 1AC 1-4.1-
2; filed Aug 3, 1993, 4:00 p.m.: 16 IR 2840; filed Mar
31, 1995, 4:30 p.m.: 18 IR 2021, eff Jun 1, 1995;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-4.1-3 Home health care services; gen-

eral information
Authority: 1C 12-15-21-1; I1C 12-15-21-3
Affected: 1C 12-15-13-2

Sec. 3. (a) Indiana Medicaid will reimburse providers
for the following home health services:

(1) skilled nursing performed by aregistered nurse or

licensed practical nurse.

(2) Home hedlth aide services.

(3) Physical, occupational, and respiratory therapies.

(4) Speech pathology services.

(5) Renal diadysis.

The servicesin this subsection must be performed in the
home and provided within the limitations set forth in 405
IAC 1-6-11 [405 IAC 1-6 was repealed filed Jul 25,
1997, 4:00 p.m.: 20 IR 3365.] .

(b) Except as provided in subsection (c), all home
health services require prior authorization by submitting
a properly completed written request to the office or its
contractor. Prior authorization procedures for home
health care are set forthin 4051AC 1-6-11 [405 |AC 1-6
wasrepealed filed Jul 25,1997, 4:00 p.m.: 20 IR 3365.].

(c) Prior authorization may be obtained by telephone
under the circumstances and subject to the limitations set
forth in 405 IAC 1-7-3(a)(3)(C) [405 IAC 1-7 was
repealed filed Jul 7, 1997, 4:00 p.m.: 20 IR 3365].
Services ordered in writing by a physician prior to the
patient's discharge from a hospital within the limitations
set forth in 405 IAC 1-6-11 [405 |AC 1-6 was repealed
filed Jul 25, 1997, 4:00 p.m.: 20 IR 3365.] do not need
prior authorization. (Office of the Secretary of Family
and Social Services; 405 IAC 1-4.1-3; filed Aug 3, 1993,
4:00 p.m.: 16 IR 2841; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822)

405 |AC 1-4.1-4 Home health care services; reim-
bur sement methodology
Authority: 1C 12-15-21-1; I1C 12-15-21-3
Affected: 1C 12-15-13-2; IC 12-15-22-1
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Sec. 4. (@) Home health agency rates set in calendar
year 1993 may not exceed the maximum statewide unit-
of -serviceratesthat werein effect in calendar year 1987,
multiplied by the rate of increase in the Health Care
Financing Administration homehealth agency input price
index that occurred between the end of calendar year
1987 and the end of calendar year 1992.

(b) Beginning with any revised rates set during calen-
dar year 1995, home health agencies will be reimbursed
for covered services provided to Medicaid recipients
through standard, statewide rates, computed as follows:

(1) the overhead cost rate; plus

(2) the staffing cost rate multiplied by the number of

hours spent in the performance of billable patient care

activities;
to equal the total reimbursement per visit.

(c) The overhead cost rate is a flat, statewide rate,
based on the statewide weighted median overhead cost
per visit. The statewide weighted median overhead cost
per visit is derived in the following manner:

(1) Determinefor eachHHA, total reimbursableMedicare

costsfromthe standard Medicare cost report submitted by

HHA providers, less direct saffing cogts, divided by the

total number of HHA visitsduring theMedicarereporting

periodfor that provider. Theresult of thiscalculaionisan
overhead cost per vigt for each HHA.

(2) Array all HHA providersin the state in accordance

with their overhead cost per visit, from the highest to

the lowest cost.

(3) Calculate the cumulative number of visits for all

agencies.

(4) The statewide median overhead cost per visitisthe

cost of the agency at the point in the accumulation of

visits in which half of the visits are provided by
higher-cost agencies, and half are provided by lower-
cost agencies.

(d) For purposesof determining the overhead cost rate,
beginning with the rates set during calendar year 1995,
the most recently filed Medicare cost reports will be
accepted. Beginning with the rates set during calendar
year 1996 and after, providers must submit information
on forms prescribed by the office, including the most
recently filed Medicare cost report. The data from each
specific reporting year will be inflated forward to a
common point intimeusing the DRI/McGraw-Hill home
health agency input price index.

(e) The staffing cost rate will be equal to the standard
wage rate, multiplied by a percentage to account for
fringe benefits. The standard wage rate will be deter-
mined as follows:

(1) Beginning with any rates set during calendar year

1995, wage rates will be collected from the latest

Marion Merrell Dow Long Term Care Digest/Home
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Carelndustry survey specific tothe East North Central
geographic region and will be multiplied by one and
two-tenths (1.2) representing fringe benefits.

(f) The semivariable cost ratewill beremoved fromthe
overhead cost rate cal culated in accordance with section
4(c) [ subsection (c)] and added to the standard wagerate
calculated in accordance with section 4(€) [subsection
()], based on billable hours of service.

(g) For rates calculated in caendar year 1995, a
uniform statewide one (1) timetransition adjustment will
be added to all staffing and overhead ratesto assure that
aggregate home health agency Medicaid reimbursement
is no less than it would have been if the rate-setting
system established in this section had been in place in
calendar year 1994. The one (1) time transition adjust-
ment will be calculated by the office.

(h) Field audits will be conducted yearly on aselected
number of home health agencies.

(i) Financia and statistica documentation may be
requested by theofficeor itscontractor. Thisdocumenta-
tion may include, but is not limited to, the following:

(1) Medicare cost reports.

(2) Statistical data.

Refusal to submit requested documentation will result in
penalties assessed by the officeand set forthin IC 12-15-
22-1.

() Retroactiverepayment will berequired when any of
the following occur:

(1) A field audit identifies overpayment by Medicaid.

(2) A field audit or investigation determines that

Medicaid paid morethan other payersfor like services

provided before September 2, 1993.

(3) The provider knowingly receives overpayment of

a Medicaid claim from the office. In this event, the

provider must complete appropriate Medicaid billing

adjustment forms and reimburse the office for the
amount of the overpayment.
(Office of the Secretary of Family and Social Services; 405
IAC 1-4.1-4; filed Aug 3, 1993, 4:00 p.m.: 16 IR2842; filed
Mar 31, 1995, 4:30 p.m.: 18 IR 2022, eff Jun 1, 1995;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

Rule 4.2. Home Health Services

4051AC1-4.2-1 Policy; scope

405 |AC 1-4.2-2 Definitions

4051AC 1-4.2-3 Homehealth care services; general infor-
mation

4051AC1-4.2-3.1 Financial report to office; annual sched-
ule; extensions, pendty for untimely

filing

405 |AC 1-4.2-4 Home health care services; reimburse-
ment methodol ogy
405|1AC1-4.2-5 Homehealth careservices; annual adjust-

ments
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4051AC 1-4.2-1 Policy; scope
Authority: IC 12-15-21-1; IC 12-15-21-3
Affected: IC 12-15-13-2

Sec. 1. (8) Thisrule provides general information regard-
ing the criteria for providing home hedth services to
Medicaid recipientsand setsforth the criteriafor reimburse-
ment for services rendered to Medicaid recipients by home
hedlth agencies. Theinformation and procedures contained
inthisruleapply to M edicaid homehealth providerslicensed
by the Indiana state department of hedlth and enrolled as
Medicaid providers. Continued participationintheMedicaid
program and payment for services are contingent upon
maintenance of state licensure and compliance with the
Medicaid provider agreement.

(b) In accordance with federal law, reimbursement for
home health services will be consistent with efficiency,
economy, and quality of care and sufficient to enlist
enough providers so that care and services are available
toMedicaid recipientsat |east to the extent that such care
and servicesareavailableto thegeneral populationinthe
geographic area. (Office of the Secretary of Family and
Social Services; 405 IAC 1-4.2-1; filed Jul 18, 1996,
3:00 p.m.; 19 1R 3375; filed Oct 8, 1998, 12:23 p.m.: 22
IR 433; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822)

405 |AC 1-4.2-2 Definitions
Authority: 1C 12-15-21-1; IC 12-15-21-3
Affected: 1C 12-15-13-2

Sec. 2. (a) The definitions in this section apply
throughout thisrule.

(b) “Office” means the office of Medicaid policy and
planning.

(c) “Home health care” means health care provided to
Medicaid recipients who are medically confined to the
home as certified by the attending or primary physician.

(d) “Home health agency” or “HHA” meansan agency
licensed by the Indiana state department of health to
provide home health care and enrolled as a Medicaid
provider.

(e) “Prior authorization” has the meaning set forthin
405 IAC 1-6-2 [405 IAC 1-6 was repealed filed Jul 25,
1997, 4:00 p.m.: 20 IR 3365.].

(f) “Overhead cost rate” means the flat, statewide rate
for al alowable costs not reimbursed through the
staffing rate.

(g) “Staffing cost rate” means the service-specific
wage and benefit rate paid per billable hour and based
upon standard personnel -related coststhat are afunction
of staff time spent in the performance of patient care
activities.

4051AC 1-4.2-3

(h) “Semi-variable cost” means that portion of the
overhead cost that is reallocated from the overhead cost
to the staffing cost. It consists of ;

(2) direct supervision;

(2) routine medical supplies;

(3) transportation; and

(4) any other semi-variable expenses that must be

covered by Medicaid under federal law.

(i) “Hedth Care Financing Administration Home
Health Agency Market Basket” means the index of that
name published quarterly by DRI/McGraw-Hill.

(j) “Forms prescribed by the office” means forms
provided by the office or substitute forms which have
received prior written approval by the office.

(k) “Hours worked” means the number of total hours
paid for home health agency personnel, less the number
of hours paid for vacation, holiday, and sick pay. (Office
of the Secretary of Family and Social Services; 405 1AC
1-4.2-2; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3375; filed
Jan 9, 1997, 4:00 p.m.: 20 IR 1116; filed Oct 8, 1998,
12:23 p.m.: 22 IR 433; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822)

405 1AC 1-4.2-3 Home health care services; gen-

eral information
Authority: 1C 12-15-21-1; I1C 12-15-21-3
Affected: 1C 12-15-13-2

Sec. 3. (a) Indiana Medicaid will reimburse HHA
providers for the following home health services:

(1) skilled nursing performed by aregistered nurse or

licensed practical nurse.

(2) Home hedlth aide services.

(3) Physical and occupational therapies.

(4) Speech pathology services.

(5) Renal diadysis.

The servicesin this subsection must be performed in the
home and provided within the limitations set forth in 405
IAC 1-6-11 [405 IAC 1-6 was repealed filed Jul 25,
1997, 4:00 p.m.: 20 IR 3365.] .

(b) Except as provided in subsection (c), all home
health services require prior authorization by submitting
a properly completed written request to the office or its
contractor. Prior authorization procedures for home
health care are set forthin 4051AC 1-6-11 [405 |AC 1-6
wasrepealed filed Jul 25,1997, 4:00 p.m.: 20 IR 3365.].

(c) Prior authorization may be obtained by telephone
under the circumstances and subject to the limitations set
forth in 405 IAC 1-7-3(a)(3)(C) [405 IAC 1-7 was
repealed filed Jul 25, 1997, 4:00 p.m.: 20 IR 3365.].
Services ordered in writing by a physician prior to the
patient's discharge from a hospital within the limitations
set forth in 405 IAC 1-6-11 [405 |AC 1-6 was repealed
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filed Jul 25, 1997, 4:00 p.m.: 20 IR 3365.] do not need

prior authorization. (Office of the Secretary of Family

and Social Services; 405 1AC 1-4.2-3; filed Jul 18, 1996,

3:00 p.m.: 19 IR 3376; readopted filed Jun 27, 2001,

9:40 am.: 24 IR 3822)

4051AC 1-4.2-3.1 Financial report to office;
annual schedule; exten-
sions;, penalty for un-
timely filing

Authority: 1C 12-15-21-1; IC 12-15-21-3

Affected: |C 12-15-13-2; IC 12-15-22-1

Sec. 3.1. (a) Each provider shall submit an annual
financial report to the office not later than one hundred
fifty (150) daysafter the close of the provider’ sreporting
year. The annual financial report shall coincide with the
fiscal year used by the provider to report federal income
taxes for the operation unless the provider requests in
writing that a different reporting period be used. Such a
request shall be submitted within six (6) days after the
initial certification of a provider. This option may be
exercised only one (1) time by aprovider. If areporting
period other than the tax year is established, audit trails
between theperiodsarerequired, including reconciliation
statementsbetween the provider’ srecordsand theannual
financial report.

(b) Extension of the one hundred fifty (150) day filing
period shall not be granted unlessthe provider substanti-
ates to the office circumstances that preclude a timely
filing. Requests for extensions shall be submitted to the
office, prior to the date due, with full and complete
explanation of thereasons an extensionisnecessary. The
office shall review the request for extension and notify
the provider of approval or disapprova within ten (10)
days of receipt. If the request for extension is disap-
proved, thereport shall be duetwenty (20) daysfromthe
date of receipt of the disapproval from the office.

(c) When an annual financia report isthirty (30) days
past due and an extension has not been granted, payment
for al Indiana Medicaid claims filed by the provider
shall be withheld effective on the first day of the month
following the thirtieth (30th) day the annua financial
report is past due. Payment shall continue to be withheld
until the first day of the month after the delinquent
annual financial report is received by the office. After
receipt of the delinquent annual financial report, the
dollar amount paid to the provider for the claims that
were withheld shall be reduced by ten percent (10%).
Reimbursement lost because of the ten percent (10%)
penalty cannot be recovered by the provider.

(d) When an annual financial report is sixty (60) days
past due and an extension has not been granted, the

SECRETARY OF FAMILY AND SOCIAL SERVICES 28

officeshall notify the provider that the provider’ spartici-
pation in the Indiana Medicaid program shall be termi-
nated. The termination shall be effective on the first day
of the month following the ninetieth (90th) day the
annua financial report is past due unless the provider
submitsthedelinquent annual financial report beforethat
date. (Office of the Secretary of Family and Social
Services; 405 IAC 1-4.2-3.1; filed Jan 9, 1997, 4:00
p.m.: 20 IR 1117; filed Oct 8, 1998, 12:23 p.m.: 22 IR
434; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822)

405 |AC 1-4.2-4 Home health care services; reim-

bur sement methodol ogy
Authority: IC 12-15-21-1; IC 12-15-21-3
Affected: IC 12-15-13-2; IC 12-15-22-1

Sec. 4. () Home health agencies will be reimbursed
for covered services provided to Medicaid recipients
through standard, statewide rates, computed as follows:

(1) the overhead cost rate; plus

(2) the staffing cost rate multiplied by the number of

hours spent in the performance of billable patient care

activities;
to equal the total reimbursement per visit.

(b) The overhead cost rate is a flat, statewide rate
based on the statewide weighted median overhead cost
per visit. The statewide weighted median overhead cost
per visit is derived in the following manner:

(1) Determinefor each HHA total patient-related costs

submitted by HHA providers on forms prescribed by

theoffice, lessdirect staffing and benefit costs, divided
by thetotal number of HHA visitsduringthe Medicaid
reporting period for that provider. The result of this
calculationisan overhead cost per visit for each HHA.

(2) Array all HHA providersin the statein accordance

with their overhead cost per visit, from the highest to

the lowest cost.

(3) Calculatethe cumulativenumber of Medicaidvisits

for al agencies.

(4) The statewide weighted median overhead cost per

visit isthe cost of the agency at the point in the accu-

mulation of visitsin which half of the Medicaid visits
are provided by higher-cost agencies and half are
provided by lower-cost agencies.

(c) The staffing cost rateis aflat, statewide rate based
on the statewide weighted median direct staffing and
benefit costs per hour for each of the following disci-
plines:

(1) Registered nurse.

(2) Licensed practical nurse.

(3) Home health aide.

(4) Physical therapist.
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(5) Occupational therapist.

(6) Speech pathologist.

(d) The statewide weighted median direct staffing and
benefit costsper hour isderivedin thefollowing manner:

(1) Determinefor eachHHA total patient-related direct
staffing and benefit costs submitted by HHA providers
on forms prescribed by the office, divided by the total
number of HHA hours worked during the Medicaid
reporting period for that provider for each discipline.
Theresult of this calculation is a staffing cost rate per
hour for each HHA and discipline.
(2) Array all HHA providersin the state in accordance
with their staffing cost rate per hour for each disci-
pline, from the highest to the lowest.
(3) Cadculate the cumulative number of Medicaid
hours by al disciplinesfor all agencies.
(4) The statewide weighted median staffing cost rate
per hour for each disciplineisthe cost of the agency at
the point in the accumulation of hoursinwhich half of
the Medicaid hours are provided by agencies with
higher staffing rates per hour and half are provided by
agencies with lower staffing rates per hour.

(e) All HHAs must keep track of and make available
for audit total hours paid and hours paid relating to
vacation, holiday, and sick pay for al HHA personnel.

(f) Medicare-certified HHA providers are required to
submit aMedicaid cost report on forms prescribed by the
office and the most recently filed Medicare cost report.
Non-Medicare-certified HHA providers are required to
submit aMedicaid cost report on forms prescribed by the
office and the latest fiscal year end financial statements.

() Rate setting shall be prospective, based on the pro-
vider's initia or annual cost report for the most recent
completed period. In determining prospective alowable
costs, each provider’s cost from the most recent completed
year will be adjusted for inflation using the Hedlth Care
Financing Administration Home Health Agency input price
index. He [sic] inflation adjustment shall apply from the
mid-point of the initid or annual cost report period to the
mid-point of the next expected rate period.

(h) The semi-variable cost will be removed from the
overhead cost calculated in accordance with subsection
(b) and added to the staffing cost calculated in accor-
dance with subsection (c), based on hours worked.

(i) Field audits will be conducted yearly on a selected
number of home health agencies.

(i) Financia and satistical documentation may be
requested by the office or itscontractor. Thisdocumenta-
tion may include, but is not limited to, the following:

(1) Medicaid cost reports.

(2) Medicare cost reports.

(3) Statistical data.

(4) Financial statements.

4051AC 1431

(5) Other supporting documents deemed necessary by

the office or the rate setting contractor.
Failure to submit requested documentation may result in
theimposition of the sanctionsdescribedinsection 3.1(c)
and 3.1(d) of this rule and sanctions set forth in IC 12-
15-22-1.

(K) Retroactiverepayment will berequired when any of
the following occur:

(1) A field audit identifies overpayment by Medicaid.

(2) A field audit or investigation determines that

Medicaid paid more than other payersfor like services

provided before September 2, 1993.

(3) The provider knowingly receives overpayment of

a Medicaid claim from the office. In this event, the

provider must complete appropriate Medicaid billing

adjustment forms and reimburse the office for the

amount of the overpayment.
(Office of the Secretary of Family and Social Services,
405 |AC 1-4.2-4; filed Jul 18, 1996, 3:00 p.m.: 19 IR
3376; errata filed Sep 24, 1996, 3:20 p.m.: 20 IR 332;
filed Jan 9, 1997, 4:00 p.m.: 20 IR 1117; filed Oct 8,
1998, 12:23 p.m.: 22 IR 434; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

4051AC1-4.2-5 Homehealth car e services;, annual

adjustments
Authority: IC 12-15-21-1; IC 12-15-21-3
Affected: IC 12-15-13-2; IC 12-15-22-1

Sec. 5. New rates set after January 1, 1997, shall be
effective on January 1 and shall be annually adjusted
thereafter based upon the most recently submitted
financial and statistical documentation as filed by all
providers of services who billed Medicaid for services
provided during the cost report period. (Office of the
Secretary of Family and Social Services; 4051AC 1-4.2-
5; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3377; filed Jan 9,
1997, 4:00 p.m.: 20 IR 1119; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

Rule 4.3. Additional Rate-Setting Criteria for
Nursing Facilities, Community Residential
Facilitiesfor the Developmentally Disabled, and
Intermediate Care Facilitiesfor the

Mentally Retarded
4051AC1-4.3-1 Limitations or qualificationsto Medicaid
reimbursement; litigation expenses

4051AC 1-4.3-1 Limitations or qualificationsto
Medicaid reimbursement;
litigation expenses
Authority: |1C 12-15-21-1; |C 12-15-21-3
Affected: |C 12-15-14-2
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Sec. 1. (8) Notwithstanding 405 IAC 1-4, 405 1AC 1-12,
and4051AC 1-14[4051AC 1-14 wasrepealedfiled Dec 27,
1994, 3:45 p.m.: 18 IR 1260.], the criteriain this section
apply to litigation expensesfor nursing facilities, intermedi-
ate carefacilities for the mentaly retarded, and community
residentid facilities for the devel opmentally disabled.

(b) Lega fees, expenses related to expert witnesses,
accounting fees, and other consulting fees shall not be
reimbursed by the office as reasonably related medical
expensesunder theMedicaid programif theexpensesare
incurred as the result of an administrative or judicial
action or proceeding against any agency of the state or
the federal government. (Office of the Secretary of
Family and Social Services; 405 IAC 1-4.3-1; filed Jul
28,1994, 4:00 p.m.: 17 IR2853; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

Rule5. Provider Records
NOTE: 405 IAC 1-5 was transferred from 470 | AC 5-5.
Wherever in any promulgated text there appears a
reference to 470 IAC 5-5, substitute 405 IAC 1-5.

405 |AC 1-5-1 Medical records; contents and retention
405 1AC 1-5-2 Disclosure of medical records
405 1AC 1-5-3 Provider financial records used in rate

setting; retention

4051AC 1-5-1 Medical records; contentsand re-
tention
Authority: IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 1. (a) Medicaid records must be of sufficient
quality to fully disclose and document the extent of
services provided to individuals receiving assistance
under the provisions of the Indiana Medicaid program.

(b) All providersparticipating inthe IndianaMedicaid
program shall maintain, for a period of three (3) years
from the date Medicaid services are provided, such
medical and/or other records, including x-rays, as are
necessary to fully disclose and document the extent of
the services provided to individual s receiving assistance
under the provisions of thelndianaMedicaid program. A
copy of a claim form which has been submitted by the
provider for reimbursement is not sufficient documenta-
tion, in and of itself, to comply with this requirement.
Providers must maintain records which are independent
of claimsfor reimbursement. Such medical and/or other
records shall include, at the minimum, the following
information and documentation:

(1) Identity of the individual to whom service was

rendered.

(2) Identity of the provider rendering the service.

(3) Identity and position of provider employee render-
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ing the service, if applicable.

(4) Date on which the service was rendered.

(5) Diagnosisof medical condition of theindividual to

whom servicewasrendered, relevant to physiciansand

dentists only.

(6) Detailed statement describing services rendered.

(7) Location at which services were rendered.

(8) Amount claimed through the Indiana Medicaid

program for each specific service rendered.

(9) Written evidence of physician involvement and

personal patient evaluation will be required to document

the acute medica needs. A current plan of treatment and

progress notes, as to the necessity and effectiveness of

treatment, must be attached to the prior authorization

request and available for audit purposes.

(10) When arecipient is enrolled in therapy, and when

required under Medicaid program rules, physician prog-

ress notes asto the necessity and effectiveness of therapy

and on-going eval uations to assess progress and redefine

goas must be a part of the therapy program.
(Office of the Secretary of Family and Social Services,
Title 5, Ch 1, Reg 5-110; filed Aug 16, 1979, 3:30 p.m.;
21R1383; filed Sep 23,1982, 9:55a.m.: 51R2351; filed
Jul 25, 1997, 4:00 p.m.: 20 1R 3298; readopted filed Jun
27,2001, 9:40 am.: 24 IR 3822) NOTE: Transferred
fromthe Division of Family and Children (470 |AC 5-5-
1) to the Office of the Secretary of Family and Social
Services (405 1AC 1-5-1) by P.L.9-1991, SECTION 131,
effective January 1, 1992.

405 |AC 1-5-2 Disclosure of medical records

Authority: 1C 12-8-6-5; 1C 12-15-1-10; I1C 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 12-15-22

Sec. 2. Records maintained by providers under section
1 of this rule shall be openly and fully disclosed and
produced to the office of Medicaid policy and planning
or any authorized representative, designee, or agent
thereof, forthwith, upon reasonable notice and request.
Such notice and request may be made in person, in
writing, or by telephonic means. Failure on the part of
any provider to comply with this section shall constitute
an abuse of theMedicaid programunder |C 12-15-22 and
applicablefederal law. (Office of the Secretary of Family
and Social Services; 405 IAC 1-5-2; filed Jul 25, 1997,
4:00 p.m.: 20 IR 3299; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822)

405 IAC 1-5-3 Provider financial recordsused in

rate setting; retention
Authority: IC 12-8-6-5; IC 12-15-1-10; I1C 12-15-1-15; IC 12-
15-21-2

Affected: 1C 12-13-7-3; IC 12-15
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Sec. 3. Providers whose reimbursement is determined
by the office of Medicaid policy and planning must
maintain financial records for a period of not less than
three (3) yearsfollowing submission of financial datato
the office. A provider must disclose this financial data
when the information is to be used during the rate
determination process, as well as during audit proceed-
ings. (Office of the Secretary of Family and Social
Services; 405 |AC 1-5-3; filed Jul 25, 1997, 4:.00 p.m.:
20 IR 3299; readopted filed Jun 27, 2001, 9:40 a.m.: 24
IR 3822)

Rule 6. Medicaid Covered Servicesand Limita-
tions (Repealed)
(Repealed by Office of the Secretary of Family and
Social Services; filed Jul 25, 1997, 4:00 p.m.: 20 IR
3365)

Rule 7. Medicaid Medical Policy (Repealed)
(Repealed by Office of the Secretary of Family and
Social Services; filed Jul 25, 1997, 4:00 p.m.: 20 IR
3365)

Rule 8. Hospital Reimbur sement for Outpatient
Services
NOTE: 405 |AC 1-8 wastransferred from470 | AC 5-11.
Wherever in any promulgated text there appears a
reference to 470 |AC 5-11, substitute 405 |AC 1-8.

4051AC1-8-1  Prospective reimbursement methodol ogy
(Repealed)

4051AC1-8-2  Policy; scope

4051AC1-8-3  Reimbursement methodol ogy

4051AC1-8-4  Client copayment

4051AC 1-8-1 Prospective reimbursement method-

ology (Repealed)

Sec. 1. (Repealed by Office of the Secretary of Family
and Social Services; filed Dec 2, 1993, 2:00 p.m.: 17 IR
737)

405 1AC 1-8-2 Policy; scope
Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-15-1

Sec. 2. (@) Reimbursement for outpatient hospital
services as defined by 42 CFR 440.20(a) is available to
providers enrolled by the office of Medicaid policy and
planning (office) asMedicaid providerswho arein good
standing. Continued participation in the Medicaid
programand payment for outpatient hospital servicesare
contingent upon maintenance of state licensure and
conformance with the office's provider agreement.

4051AC 1-8-3

(b) The methodol ogy for the reimbursement described
in subsection (@) shall be based on set fee schedule
allowances for each procedure or occurrence, as estab-
lished by the office of Medicaid policy and planning.
(Office of the Secretary of Family and Social Services;
405 |AC 1-8-2; filed Dec 2, 1993, 2:00 p.m.: 17 IR 735;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 1AC 1-8-3 Reimbursement methodology
Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-15-1

Sec. 3. (8) The reimbursement methodology for all
covered outpatient services shall be subject to the lower
of the submitted charges for the procedure or the estab-
lished fee schedule alowance for the procedure, as
provided inthissection. All serviceswill bebilled onthe
uniform billing form, using both revenue codes and
HCPCS codes. The appropriate HCPCS code, if one
exists for the billed procedure, will be required in
addition to the revenue code.

(b) Surgical procedures shall be classified into agroup
corresponding to the Medicare Ambulatory Surgical
Center (ASC) methodology and shall be paid a rate
established for each ASC payment group. Outpatient
surgerieswhich arenot classified into the nine (9) groups
designated by Medicare will be classified by the office
into one (1) of those nine (9) groups, or additional
payment groups. Reimbursement will be based on a
blended rate equal to fifty percent (50%) of the Medicare
ASC rate and fifty percent (50%) of thefiscal year 1992
Indiana Medicaid statewide median allowed amount for
that service. Hospitals will bill for surgeries using a
HCPCS code.

(c) Emergency care (as identified by the outpatient
hospital department) payment will be based on a state-
wide fee schedule per HCPCS code. The fee schedule
amount will be equal to the Indiana Medicaid statewide
median amount paid per service during fiscal year 1992.
Claims for services designated as emergency by a
hospital will be subject to audit on a postpayment basis
to validate that a bona fide emergency existed.

(d) Nonemergency care, determined by the office and
as identified by nonemergency diagnosis codes, that is
providedin an emergency room, shall bepaid based upon
a nonemergency setting (for example, a clinic) fee
schedule established by the office. This fee schedule
amount will be equa to the Indiana Medicaid statewide
median amount paid per service during fiscal year 1992.
Hospitals will bill using HCPCS codes.

(e) Reimbursement for laboratory procedures and the
technical component of radiology procedures shall be
based on ninety-five percent (95%) of the Medicare
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allowance that was in effect prior to federal adoption of
the Resource Based Relative Value Scale (RBRVS) for
Medicare services. These services will be billed by
HCPCS.

(f) Reimbursement alowances for all outpatient
hospital procedures not addressed elsewhere in this
section (for example, therapies, testing, etc.) shal be
equal to the Indiana Medicaid statewide median amount
paid per service during fisca year 1992. All other
services will be billed using a combination of HCPCS
and revenue codes.

(g) The established rates for hospital outpatient reim-
bursement shall be reviewed annually by the office and
adjusted, as necessary, in accordance with this section.
(Office of the Secretary of Family and Social Services,
405 |AC 1-8-3; filed Dec 2, 1993, 2:00 p.m.: 17 IR 736;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-8-4 Client copayment
Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-6-3; IC 12-15-6-4

Sec. 4. (a) Except for those categories of individuals
and services specifically exempted in subsection (e),
Indiana Medicaid recipients shall be responsible for
paying directly to providers a set portion of the payment
for nonemergency services provided in an emergency
room setting. Services defined as nonemergency shall be
determined by the office.

(b) The amount of copayment to be charged shall be
threedollars ($3) for nonemergency servicesprovidedin
emergency room settings.

(c) The provider shall beresponsiblefor collecting the
appropriate copayment amount from the recipient.

(d) Participating providers may not deny services to
any €ligible individual on account of the individua's
inability to pay the copayment amount. This services
guarantee does not apply to an individual who is able to
pay, nor doesanindividual'sinability to pay eliminatehis
or her liability for the copayment.

(e) Thefollowing categories of recipients and services
are exempt from the copayment reguirements:

(1) Services provided to children under eighteen (18)

years of age.

(2) Services provided to pregnant women.

(3) Family planning services.

(4) Services provided by a health maintenance organi-

zation (HMO) to recipients enrolled in an HMO.

(5) Medicaid recipients residing in participating long

term care facilities.

(f) The copayment shall be made by the recipientsand
collected by the provider. Medicaid reimbursement shall
be adjusted to reflect the copayment amount. (Office of
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the Secretary of Family and Social Services; 405 IAC 1-
8-4; filed Dec 2, 1993, 2:00 p.m.: 17 IR 736; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

Rule 9. Reimbursement for Inpatient Psychiatric
Services (Repealed)

(Repealed by Office of the Secretary of Family and

Social Services; filed Aug 31, 2001, 9:53 a.m.: 251R59)

Rule 10. Reimbursement for Inpatient Hospital
Services (Repealed)
(Repealed by Office of the Secretary of Family and
Social Services; filed Aug 31, 2001, 9:53 a.m.: 251R59)

Rule 10.5. Reimbursement for Inpatient Hospital
Services
405 1AC 1-10.5-1 Policy; scope
405 IAC 1-10.5-2 Definitions
405 IAC 1-10.5-3 Prospective reimbursement methodol ogy
405 1AC 1-10.5-4 Reimbursement for new providers and out-
of-state providers

405 |AC 1-10.5-1 Policy; scope
Authority: |1C 12-15-21-2; |C 12-15-21-3
Affected: |C 12-15-15-1

Sec. 1. Reimbursement for inpatient hospital services,
as defined by 42 CFR 440.10, is available to providers
enrolled by the office of Medicaid policy and planning
(office) as Medicaid providers and who are in good
standing. Continued participation in the Medicaid
program and payment of inpatient hospital services are
contingent upon maintenance of state licensure and
conformance with the office’s provider agreement. 405
IAC5-17 and 405 | AC 5-28 establish criteriafor provid-
ing inpatient hospital servicesto Medicaid recipientsand
set forth the types of services for which Medicaid
reimbursement may beavailable. (Office of the Secretary
of Family and Social Services; 405 IAC 1-10.5-1; filed
Oct 5, 1994, 11:10 a.m.: 18 IR 243; filed Dec 19, 1995,
3:00 p.m.: 19 IR 1082; readopted filed Jun 27, 2001,
9:40 a.m.: 24 1R 3822; filed Aug 31, 2001, 9:53 a.m.: 25
IR 55)

405 | AC 1-10.5-2 Definitions
Authority: 1C 12-15-21-2; |C 12-15-21-3
Affected: 1C 12-15-15-1; IC 12-24-1-3; IC 12-25; IC 16-21

Sec. 2. (a) The definitions in this section apply
throughout thisrule.

(b) “Allowablecosts” meansMedicareallowablecosts
as defined by 42 U.S.C. 1395(f).

(c) " All patient DRG grouper” refersto aclassification
system used to assign inpatient stays to DRGs.
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(d) “Base amount” means the rate per Medicaid stay
which is multiplied by the relative weight to determine
the DRG rate.

(e) “Base period” means the fiscal years used for
calculation of the prospective payment rates, including
base amounts and relative weights.

(f) “Capital costs’ are costs associated with the capital
costs of the facility. Capital costs include, but are not
limited to, the following:

(1) Depreciation.

(2) Interest.

(3) Property taxes.

(4) Property insurance.

(g) “Children’ shospital” meansafreestanding general
acute care hospital licensed under 1C 16-21 that:

(2) is designated by the Medicare program as a chil-

dren’s hospital; or

(2) furnishes services to inpatients who are predomi-

nantly individuals under the age of eighteen (18), as

determined using the same criteria used by the

Medicare program to determine whether a hospital’s

services are furnished to inpatients who are predomi-

nantly individuals under the age of eighteen (18).
“Freestanding” does not mean awing or specialized unit
within ageneral acute care hospital.

(h) “Cost outlier case” means a Medicaid stay that
exceedsapredetermined threshold, defined asthe greater
of twice the DRG rate or a fixed dollar amount estab-
lished by the office. The initial fixed dollar amount for
the threshold is twenty-five thousand dollars ($25,000).
This amount may be changed at the time the relative
weights are adjusted.

(i) “Diagnosisrelated group” or “DRG” means a
classification of an inpatient stay according to the
principal diagnosis, procedures performed, and other
factors that reflect clinicaly cohesive groupings of
inpatient hospital stays utilizing similar hospital re-
sources. Classification is made through the use of the all
patient (AP) DRG grouper.

(j) “Discharge” meanstherelease of a patient from an
acute care facility. Patients may be discharged to their
home, another health care facility, or due to death.
Transfers from one (1) unit in a hospital to another unit
in the same hospital shall not be considered a discharge
unless one (1) of the unitsis paid according to the level-
of -care approach.

(k) “DRG daily rate” means the per diem payment
amount for a stay classified into a DRG calculated by
dividing the DRG rate by the average length of stay for
all stays classified into the DRG.

() “DRG rate’” means the product of the relative
weight multiplied by the base amount. It is the amount
paidto reimbursehospitalsfor routineand ancillary costs

4051AC 1-10.5-2

of providing care for an inpatient stay.

(m) “Hospital Market Basket Index” means the DRI-
TypeHospital Market Basket Index, published quarterly
by DRI/McGraw-Hill in “Health Care Costs”.

(n) “Inpatient” means a patient who was admitted to a
medical facility on the recommendation of a physician
and who received room, board, and professional services
in the facility.

(0) “Inpatient hospital facility” means:

(1) ageneral acute hospital licensed under 1C 16-21;

(2) amental healthinstitution licensed under 1C 12-25;

(3) astate mental health institution under IC 12-24-1-

3; or

(4) arehabilitation inpatient facility.

(p) “Less than one-day stay” means a medical stay of
less than twenty-four (24) hoursthat is paid according to
aDRG rate.

(@) “Level-of-care case” means a medical stay, as
defined by the office, that is not part of the DRG reim-
bursement system. L evel-of-care casesinclude psychiat-
ric cases, rehabilitation cases, and certain burn cases.

(r) “Level-of-care rat€’ means a per diem rate that is
paid for treatment of a diagnosis or performing a proce-
durethat is not paid through the DRG payment system.

(s) “Long term care hospital” means a freestanding
genera acute care hospital licensed under IC 16-21 that:

(1) is designated by the Medicare program as a long

term hospita; or

(2) has an average inpatient length of stay greater than

twenty-five (25) days as determined using the same

criteria used by the Medicare program to determine
whether a hospital’s average length of stay is greater
than twenty-five (25) days.
“Freestanding” does not mean awing or specialized unit
within ageneral acute care hospital.

(t) “Medicaid day” means any part of aday, including
the date of admission, for which a patient enrolled with
thelndianaMedicaid programisadmitted as an inpatient
and remains overnight. The day of discharge is not
considered aMedicaid day.

(u) “Medicaid stay” meansan episode of careprovided
in an inpatient setting that includes at least one (1) night
in the hospital and is covered by the Indiana Medicaid
program.

(V) “Medica education costs’ means the direct costs
associated with the salaries and benefits of medical interns
and residents and paramedical education programs.

(w) “Office” meansthe office of Medicaid policy and
planning of thefamily and social servicesadministration.

(x) “Outlier payment amount” means the amount
reimbursed in addition to the DRG rate for certain
inpatient stays that exceed cost threshol ds established by
the office.
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(y) “Per diem” meansan al-inclusive rate per day that
includes routine and ancillary costs and capital costs.

(2) “Principal diagnosis’ means the diagnosis, as
described by ICD-9-CM code, for the condition estab-
lished after study to be chiefly responsiblefor occasion-
ing the admission of the patient for care.

(aa) “Readmission” means that a patient is admitted
into the hospital within fifteen (15) days following a
previous hospital admission and discharge for a related
condition as defined by the office.

(bb) “Rebasing” means the process of adjusting the
base amount using more recent claims data, cost report
data, and other information relevant to hospital reim-
bursement.

(cc) “Relative weight” means a numeric value which
reflectstherelativeresource consumption for theDRG to
whichitisassigned. Each relativeweight ismultiplied by
the base amount to determine the DRG rate.

(dd) “ Routineand ancillary costs” meanscoststhat are
incurred in providing services exclusive of medical
education and capital costs.

(ee) “ Transfer” means asituation in which apatient is
admitted to one (1) hospital and is then released to
another hospital during the same episode of care. Move-
ment of a patient from one (1) unit to another unit within
the same hospital will not constitute atransfer unlessone
(2) of theunitsispaid under the level-of-care reimburse-
ment system.

(ff) “Transferee hospital” means that hospital that
accepts atransfer from another hospital.

(gg) “Transferring hospital” means the hospital that
initially admitsand then dischargesthe patient to another
hospital. (Office of the Secretary of Family and Social
Services; 405 IAC 1-10.5-2; filed Oct 5, 1994, 11:10
a.m.: 18 IR 244; filed Dec 19, 1995, 3:00 p.m.: 19 IR
1082; filed Dec 27, 1996, 12:00 p.m.: 20 IR 1514;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
filed Aug 31, 2001, 9:53 a.m.: 25 IR 55)

4051 AC 1-10.5-3 Prospective reimbursement meth-

odology
Authority: |1C 12-15-21-2; |C 12-15-21-3
Affected: |C 12-15-15-1

Sec. 3. (@) The purpose of thissection isto establish a
prospective, cost-based reimbursement methodol ogy for
services provided by inpatient hospital facilitiesthat are
covered by the state of Indiana Medicaid program. The
methodol ogy for reimbursement described inthissection
shall be aprospective system wherein a payment rate for
each hospital stay will be established accordingtoaDRG
reimbursement methodol ogy or alevel -of -carereimburse-
ment methodol ogy. Prospective payment shall constitute
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full reimbursement. There shall be no year-end cost
settlement payments.

(b) Rebasing of the DRG and level -of -care methodol o-
gies will apply information from the most recent avail-
able cost report that has been filed and audited by the
office or its contractor.

(c) Payment for inpatient stays reimbursed according
to the DRG methodol ogy shall be equal to the sum of the
DRG rate, the capita rate, the medical education rate,
and, if applicable, the outlier payment amount.

(d) Payment for inpatient staysreimbursed aslevel-of -
care cases shall be equal to the sum of the per diem rate
for each Medicaid day, the capital rate, the medical
education rate, and, if applicable, the outlier payment
amount (burn cases only).

(e) Inpatient stays reimbursed according to the DRG
methodology shall be assigned to a DRG using the all
patient DRG grouper.

(f) The DRG rateisequal to the product of therelative
weight and the base amount.

(g) Initia relative weights were calculated using
Indiana Medicaid claims data for inpatient stays with
dates of admission within state fiscal years 1990, 1991,
and 1992 and cost report data from facilities’ fiscal year
1990 cost reports. Relative weights will be reviewed by
the office and adjusted no more often than annually by
using the most recent reliabl e claims data and cost report
datato reflect changesin treatment patterns, technology,
and other factors that may change the relative use of
hospital resources. Interim adjustments to the relative
weightswill not bemade except in responsetolegislative
mandates affecting Medicaid participating hospitals.
Each legislative mandate will be evaluated individually
to determine whether an adjustment to the relative
weightswill bemade. DRG averagelength of stay values
and outlier thresholds will be revised when relative
weights are adjusted.

(h) Initial base amounts were calculated using cost
report datafromfacilities’ fiscal year 1990 as-settled cost
reports. Cost report datawere inflated to the midpoint of
the state fiscal year 1995 using the DRI/McGraw-Hill
Hospital Market Basket Index available at the end of the
1993 calendar year. Base amounts will be reviewed
annually by the office and adjusted no more often than
every second year by using the most recent reliable
claims data and cost report data to reflect changes in
treatment patterns, technol ogy, and other factorsthat may
changethecost of efficiently providing hospital services.
In the absence of rebasing, base amountswill beinflated
annually according to the Hospital Market Basket Index
published in the second quarter of the current year.

(i) Theoffice may establish a separate base amount for
children’s hospitals to the extent necessary to reflect
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significant differences in cost. Each children’s hospital
will be evaluated individually for eligibility for the
separate base amount. Children’s hospitals with a case
mix adjusted cost per discharge greater than one (1)
standard deviation above the mean cost per dischargefor
DRG serviceswill bedligibleto receivethe separate base
amount established under this subsection. The separate
base amount is equal to one hundred and twenty percent
(120%) of the statewide base amount for DRG services.

(i) Initial level-of-care payment rates were calculated
using Indiana Medicaid claims data for inpatient stays
with dates of admission within state fiscal years 1990,
1991, and 1992 and cost report datafromfacilities’ fiscal
year 1990 cost reports. Cost report data was inflated to
the midpoint of the state fiscal year 1995 using the
DRI/McGraw-Hill Hospital Market Basket Index. Level-
of-care rates will be reviewed annually by the office and
adjusted no more often than every second year by using
the most recent reliable claims data and cost report data
to reflect changesin treatment patterns, technology, and
other factors that may change the cost of efficiently
providing hospital services. In the absence of rebasing,
level-of-care rates will beinflated annually according to
the Hospital Market Basket Index published in the
second quarter of the current year. The office shall not
set separate level-of -care ratesfor different categories of
facilities, except as specifically noted in this section.

(k) Level-of-care cases are categorized as DRG
numbers 424-428, 429 (excluding diagnosis code
317.XX-319.XX), 430432, 456459, 462, and 472, as
defined and grouped using the al patient DRG grouper,
version 14.1. These DRG numbers represent burn,
psychiatric, and rehabilitative care.

() In addition to the burn level-of -care rate, the office
may establish an enhanced burn level-of-care rate for
hospital swith specialized burn facilities, equipment, and
resources for treating severe burn cases. In order to be
eligible for the enhanced burn rate, facilities must be
designated as offering a burn intensive care unit.

(m) The office may establish separate level-of-care
rates for children’s hospitals to the extent necessary to
reflect significant differences in cost. Each children’s
hospital will be evaluated individually for eligibility for
the separate level-of -carerate. Children’s hospitals with
a cost per day greater than one (1) standard deviation
above the mean cost per day for level-of-care services
will be eligible to receive the separate base amount.
Determinations will be made for each level-of-care
category. The separate base amount is equal to one
hundred twenty percent (120%) of the statewidelevel-of -
care rate.

(n) The office may establish separate level-of-care
rates, policies, billing instructions, and frequency for
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long term care hospital s to the extent necessary to reflect
differences in treatment patterns for patients in such
facilities. Hospital smust meet the definition of longterm
hospital set forth in this rule to be eligible for the sepa-
rate level-of -care rate.

(o) Capitad payment rates shall be prospectively
determined and shall constitute full reimbursement for
capital costs. Theinitia flat, statewide per diem capital
rate was calcul ated using cost report datafromfacilities
fiscal year 1990 cost reports, inflated to the midpoint of
state fiscal year 1995 using the DRI/McGraw-Hill
Hospital Market Basket Index and adjusted to reflect a
minimum occupancy level for non-nursery beds of eighty
percent (80%). Capital per diem rates will be reviewed
annually by the office and adjusted no more often than
every second year by using the most recent reliable
claims data and cost report data to reflect changes in
treatment patterns, technol ogy, and other factorsthat may
change the capital costs associated with efficiently
providing hospital services. In the absence of rebasing,
the per diem capital rate will be inflated annually using
the Hospital Market Basket Index published in the
second quarter of the current year.

(p) The capital payment amount for Medicaid stays
reimbursed under the DRG methodology shall be equal
to the product of the per diem capital rate and the average
length of stay for al cases within the particular DRG.
Medicaid stays reimbursed under the level-of-care
methodology will be paid the per diem capital rate for
each covered day of care. The office shall not set sepa-
rate capital per diem rates for different categories of
facilities, except as specifically noted in this rule.

(9) Medical education rates shall be prospective,
hospital-specific per diem amounts. The medical educa-
tion payment amount for stays reimbursed under the
DRG methodology shall be equal to the product of the
medical education per diem rate and the average length
of stay for the DRG. Payment amounts for medical
education for stays reimbursed under the level-of-care
methodol ogy shall be equal to the medical education per
diem rate for each covered day of care.

(r) Facility-specific, per diem medical education rates
shall be based on costs per resident per day multiplied by
the number of residents reported by the facility. Initial
costs per resident per day were determined according to
eachfacility’ sfiscal year 1990 cost report. In subsequent
years, but no more often than every second year, the
office will use the most recent cost report data to deter-
mine a cost per resident per day that more accurately
reflectsthecost of efficiently providing hospital services.
Thenumber of residentswill be determined according to
the most recent available cost report that has been filed
and audited by the office or its contractor. I n the absence
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of rebasing, the medical education per diem will be
inflated annually using the Hospital Market Basket Index
published in the second quarter of the current year.

(s) Medical education paymentswill only be available
to hospitals that continue to operate medical education
programs. Hospitals must notify the office within thirty
(30) days following discontinuance of their medical
education program.

(t) For hospital swith new medical education programs,
the medical education per diem will be effective no
earlier than two (2) months prior to notification to the
office that the program has been implemented. The
medical education per diem shall be based on the most
recent reliable claims data and cost report data.

(u) Cost outlier cases are determined according to a
threshold established by the office. For purposes of
establishing outlier payment amounts, prospective
determination of costs per inpatient stay shall be
calculated by multiplying a cost-to-charge ratio by
submitted and approved charges. Outlier payment
amountsshall be equal to apercentage of the difference
between the prospective cost per stay and the outlier
threshold amount. Cost outlier payments are not avail-
able for cases reimbursed using the level-of-care
methodology, except for burn cases that exceed the
established threshold.

(v) Readmissions will be treated as separate stays for
payment purposes, but will be subject to medical review.
If it isdetermined that adischargeis premature, payment
made as aresult of the discharge or readmission may be
subject to recoupment.

(w) Specia payment policies shall apply to transfer
cases. The transferee, or receiving, hospital is paid
according to the DRG methodology or level-of-care
methodol ogy. Thetransferring hospital ispaid the sumof
the following:

(1) A DRG daily rate for each Medicaid day of the

recipient’s stay, not to exceed the appropriate full

DRG payment, or the level-of-care per diem payment

rate for each Medicaid day of care provided.

(2) The capital per diemrate.

(3) The medical education per diem rate. Certain

DRGs are established to specifically include only

transfer cases, for these DRGs, reimbursement shall be

equal to the DRG rate.

(x) Specia payment policies shall apply to less than
one-day staysthat are paid according to aDRG rate. For
less than one-day stays, hospitals will be paid a DRG
daily rate, the capital per diem rate for one (1) day of
stay, and the medical education per diemratefor one (1)
day of stay, if applicable. (Office of the Secretary of
Family and Social Services; 405 |AC 1-10.5-3; filed Oct
5,1994, 11:10 a.m.: 18 IR 245; filed Nov 16, 1995, 3:00
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p.m.: 19 IR 664; filed Dec 19, 1995, 3:00 p.m.: 19 IR
1083; filed Dec 27, 1996, 12:00 p.m.: 20 IR 1515; errata
filed Mar 21, 1997, 9:45 a.m.: 20 IR 2116; readopted
filed Jun 27, 2001, 9:40 a.m.; 24 IR 3822; filed Aug 31,
2001, 9:53 am.: 25 IR 57; errata filed Jan 25, 2002,
2:27 p.m.: 25 IR 1906)

4051AC 1-10.5-4 Reimbursement for new providers

and out-of-state providers
Authority: |C 12-15-21-2; |C 12-15-21-3
Affected: |C 12-15-15-1

Sec. 4. (a) The purpose of this section is to establish
payment rates for inpatient hospital facilities that com-
menced participation in the state M edicaid program after
fiscal year 1990 and for out-of-state hospital providers
participating in the Indiana Medicaid program.

(b) Payment for inpatient stays reimbursed according
to the DRG methodol ogy shall be equal to the sum of the
DRG rate, the capital rate calculated using the statewide
median capital rate, the medical education rate, and, if
applicable, the outlier payment calculated using the
statewide median cost-to-charge ratio.

(c) Payment for inpatient staysreimbursed aslevel-of -
care cases shall be equal to the sum of the per diemrate
for each Medicaid day, the capital rate calculated using
the statewide median capital rate, and the medical
education rate.

(d) Outlier payments for inpatient stays reimbursed
under subsection (b) shall be determined accordingtothe
methodol ogy described in section 3 of thisrule; however,
for purposes of estimating costs, the statewide cost-to-
charge ratio shall be used.

(e) To be €ligible for a facility-specific per diem
medical education rate, out-of-state providers must be
located in a city listed in 405 IAC 5-5-2(a)(3) through
405 |AC 5-5-2(a)(4) or have a minimum of sixty (60)
Indiana Medicaid inpatient days. Providers must submit
annually an Indiana Medicaid hospital cost report to be
eligible for this reimbursement.

(f) To be considered for a separate base amount for
children’s hospitals, out-of-state children’s hospitals
must be located in a city listed in 405 IAC 5-5-2(a)(3)
through 405 | AC 5-5-2(a)(4) or have aminimum of sixty
(60) Indiana Medicaid inpatient days. Providers must
submit annually an IndianaM edicaid hospital cost report
to be eligible for a separate base amount. (Office of the
Secretary of Family and Social Services; 405 1AC 1-
10.5-4; filed Oct 5, 1994, 11:10 a.m.: 18 IR 246; filed
Dec 19, 1995, 3:00 p.m.: 191R 1084; filed Dec 27, 1996,
12:00 p.m.: 20 IR 1517; readopted filed Jun 27, 2001,
9:40 am.: 24 1R 3822; filed Aug 31, 2001, 9:53 a.m.: 25
IR59)
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Rule 11. Reimbursement for Services Perfor med
by Physicians, Limited License Practitioners, and
Nonphysician Practitioner s (Repeal ed)
(Repealed by Office of the Secretary of Family and
Social Services; filed Aug 31, 2001, 9:53a.m.: 251R59)

Rule 11.5. Reimbur sement for Services
Performed by Physicians, Limited License
Practitioners, and Nonphysician Practitioners
405 1AC 1-11.5-1 Policy; scope
405 IAC 1-11.5-2 Reimbursement methodol ogy
405 IAC 1-11.5-3 Additional provisions

405 |AC 1-11.5-1 Policy; scope
Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-13-2

Sec. 1. (8) Reimbursement for physician services,
limited license practitioner services, and nonphysician
practitioner servicesasdefined by 42 CFR 440.50 and 42
CFR 440.60(a) is available to providers licensed by the
health professions bureau and enrolled by the office of
Medicaid policy and planning (office) as Medicaid
providerswho arein good standing. Continued participa-
tioninthe Medicaid program and payment for servicesis
contingent upon maintenance of state licensure and
conformance with the office's provider agreement.

(b) The reimbursement policy established by thisrule
applies to claims with dates of service on and after its
effective date. For claims with dates of service prior to
the effective date of thisrule, theinterim reimbursement
policy established by 405 IAC 1-11 applies.

(c) Asusedinthisrule, “ physician and limited license
practitioner (LLP)” means any of the following:

(1) A doctor of medicine.

(2) A doctor of osteopathy.

(3) A physician group practice.

(4) A primary care group practice.

(5) An optometrist.

(6) A podiatrist.

(7) A dentist who is an oral surgeon.

(8) A chiropractor.

(9) A hedlth service provider in psychology.

(d) Asused inthisrule, “nonphysician practitioner” or
“NPP” means any of the following:

(1) A physical therapist.

(2) An occupational therapist.

(3) A respiratory therapist.

(4) An audiologist.

(5) A speech therapist.

(6) A licensed psychologist.

(7) An independent |aboratory or radiology provider.

(8) A dentist who is not an oral surgeon.
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(9) A socia worker certified through the American
Academy of Certified Social Workers(ACSW) or who
has amaster of social work (MSW) degree, apsychol-
ogist withabasic certificate, or alicensed psychol ogist
providing outpatient mental health services in a
physician-directed outpatient mental health facility.
(10) An advance practice nurse.
(11) A physician's assistant.
(12) A mental health professional listedin 405 IAC 1-
6-13.1(c)(4) through 4051AC 1-6-13.1(c)(5) [4051AC
1-6 was repealed filed Jul 25, 1997, 4:00 p.m.: 20 IR
3365.] and 405 IAC 1-7-20.1(c)(4) through 405 IAC
1-7-20.1(c)(5) [405 IAC 1-7 was repealed filed Jul 7,
1997, 4:00 p.m.: 20 IR 3365.] .
(Office of the Secretary of Family and Social Services,
4051AC1-11.5-1; filed Sep 6, 1994, 3:25p.m.: 181R87;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 |AC 1-11.5-2 Reimbur sement methodology
Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-13-2

Sec. 2. (a) Theoffice shall establish fee scheduleswith
maximum allowable payment amounts for services and
procedures covered under the Medicaid program and
provided by eligible physicians, LLPs, and other NPPs.

(b) The reimbursement for services of physicians and
LLPs shall be determined as follows:

(1) Reimbursement for services of physicians and

L L Ps, except servicesof thephysiciansin subdivisions

(3) through (10) shall be equal to the lower of the

following:

(A) The submitted charges for the procedure.

(B) The established fee schedule allowance for the
procedure. The statewide established fee schedule
allowance for the procedure is based on the
Medicare relative value unit for an Indiana urban
locality multiplied by the conversion factor for the
procedure as established by the office of Medicaid
policy and planning (office).

(2) If noMedicarerelativevaueunit, asdefined inthis

section, exists for a procedure, reimbursement will be

established as follows:

(A) Relative value units may be obtained from other
state Medicaid programs or may be developed
specificaly for the Indiana Medicaid program,
subject to review by the Medicaid director.

(B) For laboratory procedures not included in the
Medicare Part B fee schedule for physician services,
reimbursement will be made using thefee valuein the
national Medicare clinica laboratory fee schedule.

(3) The office may set reimbursement for specific

procedure codes using a different methodology from
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that specified in subdivisions (1) and (2) in order to
preserve access to the specific service.
(4) Reimbursement for services of anesthesiologists
shall be based on a statewide fee schedule. The state-
widefee schedule for anesthesiol ogy servicesis based
on the total base and time units for the procedure
multiplied by the conversion factor as established by
the office.
(5) Reimbursement for services of assistant surgeons
shall be equal to twenty percent (20%) of the statewide
fee schedule for physician and LLP services as estab-
lished under subdivision (1).
(6) Reimbursement for services of cosurgeons shall be
paid at sixty-two and one-half percent (62.5%) of the
statewide fee schedule for physician and LLP services
as established under subdivision (1).
(7) Reimbursement for services of physicians and
LLPs shall be subject to the globa surgery policy as
defined by the Health Care Financing Administration
for the Medicare Part B fee schedule for physician
services. The global surgery policy will not apply to
the following codes:

(A) 59410-Vaginal delivery, including postpartum

care.

(B) 59515—-Caesarean delivery, including postpartum

care.
(8) Reimbursement for services of physicians and
LLPs shall be subject to the policy for supplies and
servicesincident to other procedures as defined by the
Headlth Care Financing Administration for the
Medicare Part B fee schedule for physician services.
(9) Separate reimbursement will not be made for
radiologic contrast material, except for low osmolar
contrast material (LOCM) used inintrathecal, intrave-
nous, and in intra-arterial injections, if it is used for
patientswho meet the criteriaestablished by the office.
(10) Reimbursement for services of physicians and
LLPs shall be subject to the site of service payment
adjustment. Procedures performed in an outpatient
setting that are normally provided in a physician's
office will be paid at eighty percent (80%) of the
statewide fee schedule for physician and LLP services
asestablished under subdivision (1). These procedures
areidentified using the site of service indicator on the
Medicare fee schedul e database.
(c) Reimbursement for services of NPPs shall be in

accordance with the following:

(1) Reimbursement for services of dentistsin calendar
year 1994 shall be based on a statewide fee schedule
equal to apercentage of thefiscal year 1992 submitted
charges. That percentage shall be no lower than the
average percentage difference between physician and
LLP submitted charges and the fee established for
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those services in accordance with subsection (b)(1).

The office may set reimbursement for specific dental

procedures using a different methodology from that

specifiedinthissubdivisionin order to preserveaccess
tothe service. Beginning with the effective date of this
revisedrule, feesfor covered dental servicesare priced

at the levelsin effect at the end of calendar year 1994,

increased by a percentage determined by the office.

(2) Reimbursement for services of:

(A) social workers certified through the American
Academy of Certified Socia Workers (ACSW) or
who have masters of social work (M SW) degrees;
(B) psychologists with basic certificates; and

(C) licensed psychologists;

providing outpatient mental health services in a

physician-directed outpatient mental health facility in

accordance with 405 IAC 1-6-13 [405 IAC 1-6 was

repealed filed Jul 25, 1997, 4:00 p.m.: 20 IR 3365.]

and 405 |AC 1-7-20 [ 405 |AC 1-7 was repealed filed

Jul 25, 1997, 4:00 p.m.: 20 IR 3365.] shall beequal to

seventy-five percent (75%) of the physician and LLP

fees for that service as established under subsection

(b)(1). These services must continue to be billed

through a physician or a physician-directed outpatient

mental health facility.

(3) Reimbursement for services provided by independ-

ently practicing respiratory therapists and advance

practice nurses shall be equal to seventy-five percent

(75%) of the physician and LLPfeesfor that serviceas

established under subsection (b)(1).

(4) Reimbursement for services of all other NPPs shall

be equal to the statewide fee schedule for physician

and LLP services as established under subsection

(b)(2).

(d) The established ratesfor physician, LLP, and NPP
reimbursement shall be reviewed annually by the office
and adjusted as necessary.

(e) The relative value units used for the Indiana
resource-based relative value scale fee schedule will be
reviewed annually, taking into account the Medicare fee
schedul e proposed by the Health Care Financing Admin-
istration to take effect January 1 of the following calen-
dar year and adjusted as necessary. (Office of the Secre-
tary of Family and Social Services; 405 IAC 1-11.5-2;
filed Sep 6, 1994, 3:25 p.m.: 18 IR 88; errata filed Oct
18, 1994, 3:25 p.m.: 18 IR532; filed Jun 21, 1995, 4:00
p.m.: 18 IR 2767; errata filed Sep 29, 1995, 1:30 p.m.:
19 IR 209; readopted filed Jun 27, 2001, 9:40 a.m.: 24
IR 3822)

405 | AC 1-11.5-3 Additional provisions
Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 4-21.5-3; 1C 12-15-13-2
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Sec. 3. () Physician reimbursement issubject to dl other
Medicaid rules not otherwise specifically covered by this
section. As an example, the provider of service may not
develap or bill the Medicaid programfor chargesthat arein
excess of theusual and customary chargeshilled for smilar
servicesto non-Medicaid payers.

(b) In the event that the provider is dissatisfied with
rates issued in accordance with this section and has
exhausted all interim review procedures provided in this
article, it may seek an administrative appeal under IC 4-
21.5-3. (Office of the Secretary of Family and Social
Services; 4051AC 1-11.5-3; filed Sep 6, 1994, 3:25 p.m.;
18 IR 89; readopted filed Jun 27, 2001, 9:40a.m.; 24 IR
3822)

Rule 12. Rate-Setting Criteria for Nonstate-
Owned Intermediate Care Facilitiesfor the Men-
tally Retarded and Community Residential Facil-

405 1AC 1-12-18

405 1AC 1-12-19

405 1AC 1-12-20

405 1AC 1-12-21

405 IAC 1-12-22

4051AC 1-12-23

405 1AC 1-12-24

405 1AC 1-12-25
405 1AC 1-12-26

4051AC 1-12-1

Unallowable costs; cost adjustments; char-
ity and courtesy alowances; discounts;
rebates; refunds of expenses

Allowable costs; wages, costs of employ-
ment; record keeping; owner or related
party compensation

Allowable costs; calculation of allowable
owner or related party compensation;
wages; salaries; fees; fringe benefits
Nonstate-operated intermediate care facili-
ties for the mentally retarded; allowable
costs; compensation; per diem rate
Community residential facilities for the
developmentally disabled; allowable costs;
compensation; per diem rate

Medical or nonmedical supplies and equip-
ment; persona careitems

Assessment methodol ogy

Reimbursement for day services
Administrative reconsideration; appeal

itiesfor the Developmentally Disabled

405 AC1-12-1
405 IAC 1-12-2
405 IAC 1-12-3

4051AC1-12-4

405 |AC 1-12-5

405 IAC 1-12-6

405 IAC 1-12-7

405 |AC 1-12-8

4051AC 1-12-9

405 AC1-12-10

4051AC1-12-11

405 AC 1-12-12

4051AC1-12-13

4051AC1-12-14

405 AC 1-12-15

405 AC 1-12-16

405 IAC 1-12-17

Policy; scope

Definitions

Accounting records; retention schedule;
audit trail; accrual basis; segregation of
accounts by nature of business and by loca-
tion

Financial report to office; annual schedule;
prescribed form; extensions; penalty for
untimely filing

New provider; initial financial report to
office; criteria for establishing initia in-
terim rates; supplemental report; base rate
setting

Active providers; rate review; annual re-
quest

Request for rate review; effect of inflation;
occupancy level assumptions

Limitations or qualificationsto Medicaid
reimbursement; advertising; vehicle basis
Criterialimiting rate adjustment granted by
office

Computation of rate; allowable costs; re-
view of cost reasonableness

Allowable costs; services provided by par-
tiesrelated to provider

Allowable costs; capital return factor
Allowable costs; capital return factor; com-
putation of use fee component; interest;
alocation of loan to facilities and parties
Allowable costs; capital return factor; com-
putation of return on equity component
Allowable costs; capital return factor; use
fee; depreciable life; property basis

Capital return factor; basis; historical cost;
mandatory record keeping; vauation
Capital return factor; basis; sale or capita
lease of facility; valuation; sale or lease
among family members

405 |AC 1-12-1 Palicy; scope
Authority: |IC 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15-13-3

Sec. 1. (@) Thisrule setsforth procedures for payment
for services rendered to Medicaid recipients by duly
certified intermediate care facilities for the mentally
retarded (ICF/MR), with the exception of thosefacilities
operated by the state, and community residential facilities
for thedevelopmentally disabled (CRF/DD). Reimburse-
ment for facilities operated by the state is governed by
405 1AC 1-17. All payments referred to within this rule
for the provider groups and levels of care are contingent
upon the following:

(1) Proper and current certification.

(2) Compliance with applicable state and federal

statutes and regulations.

(b) The procedures described in this rule set forth
methods of reimbursement that promote quality of care,
efficiency, economy, and consistency. These procedures
recognize level and quality of care, establish effective
accountability over Medicaid expenditures, provide for
a regular review mechanism for rate changes, and
compensate providers for reasonable, allowable costs.
The system of payment outlined inthisruleis a prospec-
tive system. Cost limitations are contained in this rule
which establish parameters regarding the allowability of
costs and define reasonable alowable costs.

(c) Retroactive repayment will be required by provid-
erswhen an audit verifies overpayment due to discount-
ing, intentional misrepresentation, billing or payment
errors, or misstatement of historical financial or historical
statistical data which caused a higher rate than would
have been allowed had the data been true and accurate.
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Upon discovery that aprovider hasreceived overpayment
of a Medicaid claim from the office, the provider must
complete the appropriate Medicaid billing adjustment
form and reimburse the office for the amount of the
overpayment, or the office shall make a retroactive
payment adjustment, as appropriate.

(d) The office may implement Medicaid rates and
recover overpayments from previous rate reimburse-
ments, either through deductions of future payments or
otherwise, without awaiting the outcome of the adminis-
trative appeal process.

(e) Providers must pay interest on al overpayments.
The interest charge shall not exceed the percentage set
outin|C 12-15-13-3(f)(1). Theinterest shall accruefrom
the date of the overpayment to the provider and shall
apply to the net outstanding overpayment during the
periods in which such overpayment exists. (Office of the
Secretary of Family and Social Services; 405 |AC 1-12-
1; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2314; readopted
filed Jun 27, 2001, 9:40 a.m.; 24 IR 3822; filed Oct 10,
2002, 10:52 a.m.: 26 IR 718)

405 | AC 1-12-2 Definitions
Authority: 1C 12-8-6-5; I1C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 2. (a) The definitions in this section apply
throughout thisrule.

(b) “All-inclusive rate” means a per diem rate which,
at aminimum, reimbursesfor all nursing or resident care,
room and board, supplies, and all ancillary services
within asingle, comprehensive amount.

(c) “Allowable cost determination” means acomputa-
tion performed by the office or its contractor to deter-
mine the per patient day cost based on a review of an
annual financial report and supporting information by
applying thisrule.

(d) “Allowable per patient or per resident day cost”
meansaratio between total allowable costsand patient or
resident days.

(e) “Annual or historical financial report” refersto a
presentation of financial data, including appropriate
supplemental dataand accompanying notesderived from
accounting records and intended to communicate the
provider’s economic resources or obligations at a point
intime, or changesthereinfor aperiod of timein compli-
ance with the reporting requirements of thisrule, which
shall constitute a comprehensive basis of accounting.

(f) “Annualized” means restating an amount to an
annual value. Thiscomputationisperformed by multiply-
ing an amount applicable to a period of less or greater
than three hundred sixty-five (365) days, by a ratio
determined by dividing the number of daysin the report-
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ing period by three hundred sixty-five (365) days, except
in leap years, in which case the divisor shall be three
hundred sixty-six (366) days.

(9) “Average inflated allowable cost of the median
patient day” meanstheinflated allowable per patient day
cost of the median patient day from all providers when
ranked in numerical order based on average inflated
allowable cost. The averageinflated allowable cost shall
be computed on a statewide basis for like levels of care,
with the exception noted in this subsection, and shall be
maintained by the office and revised four (4) times per
year effective April 1, July 1, October 1, and January 1.
If there are fewer than six (6) homes with rates estab-
lished that arelicensed asdevel opmental training homes,
the average inflated allowable cost for developmental
training homes shall be computed on a statewide basis
utilizing all basic developmental homes with eight and
one-half (8%2) or fewer hours per patient day of actual
staffing. If there are fewer than six (6) homes with rates
established that are licensed as small behavior manage-
ment residences for children, the average inflated allow-
able cost for small behavior management residences for
children shall be the average inflated allowable cost for
child rearing residences with specialized programs
increased by two hundred forty percent (240%) of the
averagestaffing cost per hour for child rearing residences
with specialized programs. If there are fewer than six (6)
homes with rates established that are licensed as small
extensive medical needs residences for adults, the
averageinflated allowable cost of the median patient day
for small extensive medical needs residences for adults
shall bethe averageinflated allowabl e cost of the median
patient day for basic developmenta increased by one
hundred fifty-nine percent (159%).

(h) “Changeof provider status’ meansabonafidesale,
lease, or termination of an existing lease that for reim-
bursement purposes is recognized as creating a new
provider statusthat permitsthe establishment of aninitial
interim rate. Except as provided under section 17(f) of
this rule, the term includes only those transactions
negotiated at arm’ s length between unrelated parties.

(i) “Cost center” means a cost category delineated by
cost reporting forms prescribed by the office.

(1) “CRF/DD” means acommunity residential facility
for the devel opmentally disabled.

(k) “DDARS’ meansthelndianadivision of disability,
aging, and rehabilitative services.

(1) “ Debt” meansthelesser of the original loan balance
at the time of acquisition and original balances of other
allowableloans or eighty percent (80%) of the allowable
historical cost of facilities and eguipment.

(m) “Desk audit” means a review of a written audit
report and its supporting documents by a qualified
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auditor, together with the auditor’ s written findings and
recommendations.

(n) “Equity” means allowable historical costs of
facilities and equipment, less the unpaid balance of
allowable debt at the provider’s reporting year end.

(o) “Field audit” means a formal official verification
and methodical examination and review, including the
final written report of the examination of original books
of accounts by auditors.

(p) “Forms prescribed by the office” means forms
provided by the office or substitute forms which have
received prior written approval by the office.

(9 “General line personnel” means management
personnel above the department head level who perform
a policy making or supervisory function impacting
directly on the operation of the facility.

() “Generaly accepted accounting principles’ or
“GAAP’ means those accounting principles as estab-
lished by the American Ingtitute of Certified Public
Accountants.

(s) “ICF/MR” means an intermediate care facility for
the mentally retarded.

(t) “Likelevels of care’” means:

(2) carewithin the same level of licensure provided in

aCRF/DD; or

(2) care provided in a nonstate-operated ICF/MR.

(u) “Non-rebasing year” means the year during which
nonstate operated ICFSYMR and CRFYDD annual
Medicaid rate is not established based on a review of
their annual financial report covering their most recently
completed historical period. The annual Medicaid rate
effective during anon-rebasing year shall be determined
by adjusting the Medicaid rate from the previous year by
an inflation adjustment. The following years shall be
non-rebasing years.

October 1, 2003, through September 30, 2004

October 1, 2005, through September 30, 2006

October 1, 2007, through September 30, 2008

October 1, 2009, through September 30, 2010

And every second year thereafter.

(v) “Office” means the Indiana office of Medicaid
policy and planning.

(w) “Ordinary patient or resident related costs” means
costs of services and supplies that are necessary in
delivery of patient or resident care by similar providers
within the state.

(x) “Patient or resident/recipient care” means those
Medicaid program services delivered to a Medicaid
enrolled recipient by a certified Medicaid provider.

(y) “Profit add-on” means an additional payment to
providers in addition to allowable costs as an incentive
for efficient and economical operation.

(2) “Reasonable alowable costs’ means the price a
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prudent, cost conscious buyer would pay awilling seller
for goods or servicesin an arm’ s-length transaction, not
to exceed the limitations set out in this rule.

(aa) “Rebasing year” means the year during which
nonstate operated | CFS'MR and CRFS/DD Medicaidrate
is based on a review of their annual financial report
covering their most recently completed historical period.
The following years shall be rebasing years:

October 1, 2002, through September 30, 2003

October 1, 2004, through September 30, 2005

October 1, 2006, through September 30, 2007

October 1, 2008, through September 30, 2009

And every second year thereafter.

(bb) “Related party/organization” means that the
provider isassociated or affiliated with, or hasthe ability
to control, or be controlled by, the organization furnish-
ing the service, facilities, or supplies.

(cc) “Routine medical and nonmedical supplies and
equipment” includes those items generaly required to
assure adequate medical care and persona hygiene of
patients or residents by providers of like levels of care.

(dd) “Unit of service” meansall patient or resident care
at theappropriatelevel of careincludedintheestablished
per diemraterequired for the care of apatient or resident
for one (1) day (twenty-four (24) hours).

(ee) “Use fee” means the reimbursement provided to
fully amortize both principal and interest of allowable
debt under thetermsand conditions specified inthisrule.
(Office of the Secretary of Family and Social Services,
405 |AC 1-12-2; filed Jun 1, 1994, 5:00 p.m.: 17 IR
2314; filed Aug 15, 1997, 8:47 am.: 21 IR 76; filed Oct
31,1997, 8:45a.m.: 21 IR 949; filed Aug 14, 1998, 4:27
p.m.: 22 R 63; erratafiled Dec 14, 1998, 11:37 am.: 22
IR 1526; filed Sep 3, 1999, 4:35 p.m.. 23 IR 19;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
filed Jun 10, 2002, 2:24 p.m.: 25 IR 3121; filed Oct 10,
2002, 10:52 a.m.: 26 IR 718)

405 1AC 1-12-3 Accounting records; retention
schedule; audit trail; accrual ba-
sis; segregation of accounts by

natur e of businessand by location
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 3. (a) Thebasisof accounting used under thisrule
is a comprehensive basis of accounting other than
generally accepted accounting principles. However,
generaly accepted accounting principles shall be fol-
lowed in the preparation and presentation of all financial
reports and all reports detailing proposed change of
provider statustransactions, unless otherwise prescribed
by thisrule.
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(b) Each provider must maintain financia records for a
period of three (3) years after the date of submission of
financid reportsto the office. The accrud basis of account-
ing shdl beusedinal datasubmitted to the office except for
government operated providers that are otherwise required
by law to use a cash system. The provider's accounting
recordsmust establish an audit trail fromthoserecordstothe
financia reports submitted to the office.

(©) In the event that a field audit indicates that the
provider'srecords areinadequate to support data submit-
ted to the office and the auditor is unabl e to complete the
audit and issue an opinion, the provider shall begiven, in
writing, alist of the deficiencies and allowed sixty (60)
days from the date of receipt of this noticeto correct the
deficiencies. In the event the deficiencies are not cor-
rected within the sixty (60) day period, the office shall
not grant any rate increase to the provider until the cited
deficiencies are corrected and notice is sent to the office
by the provider. However, the office may:

(2) makeappropriateadj ustmentsto the applicablecost

reports of the provider resulting from inadequate

records;

(2) document such adjustmentsin afinalized exception

report; and

(3) incorporate such adjustments in prospective rate

calculations under section 1(d) of thisrule.

(d) Each provider shdl submit, uponrequest by theoffice,
confirmation that al deficiencies and adjustments noted in
the field audit final written report have been corrected and
are not present in the current period annua financial report.
However, if deficiencies and adjustmentsare not corrected,
the office may make appropriate adjustmentsto current and
subsequent cost reports of the provider.

(e) If a provider has business enterprises other than
those reimbursed by Medicaid under this rule, the
revenues, expenses, and statistical and financial records
for such enterprises shall be clearly identifiable fromthe
records of the operations reimbursed by Medicaid. If a
field audit establishes that records are not maintained so
asto clearly identify Medicaid information, none of the
commingled costs shall be recognized as Medicaid
allowable costs and the provider's rate shall be adjusted
to reflect the disallowance effective as of the date of the
most recent rate change.

(f) When multiplefacilities or operationsare owned by
a single entity with a central office, the central office
records shall be maintained as a separate set of records
with costs and revenues separately identified and appro-
priately alocated to individual facilities. Each central
office entity shall file an annual or historical financia
report coincidental with the time period for any type of
rate review for any individual facility that receives any
central office allocation. Allocation of central office
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costs shall be reasonable, conform to GAAP, and be
consistent between years. Any change of central office
allocation bases must be approved by the office prior to
the changes being implemented. Proposed changes in
allocation methods must be submitted to the office at
least ninety (90) days prior to the reporting period to
which the change applies. Such costs are allowable only
to the extent that the central officeis providing services
related to patient or resident care and the provider can
demonstrate that the central office costs improved
efficiency, economy, and quality of recipient care. The
burden of demonstrating that costs are patient or resident
related lies with the provider. (Office of the Secretary of
Family and Social Services; 4051AC 1-12-3; filed Jun 1,
1994, 5:00 p.m.: 17 IR 2316; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

405 IAC 1-12-4 Financial report to office; annual
schedule; prescribed form; exten-
sions; penalty for untimely filing

Authority: |C 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 4. (a) Each provider shall submit an annud financial
report to the office not later than ninety (90) days after the
close of the provider’'s reporting year. The annua financia
report shal coincidewiththefiscal year used by the provider
to report federal income taxes for the operation unless the
provider requestsinwriting that adifferent reporting period
be used. Such arequest shall be submitted within sixty (60)
days after theinitia certification of aprovider. Thisoption
may be exercised only one (1) time by a provider. If a
reporting period other than the tax year is established, audit
trails between the periods arerequired, including reconcilia-
tion statements between the provider’s records and the
annual financid report.

(b) The provider's annual financial report shall be
submitted using forms prescribed by the office. All data
elementsand required attachments shall be completed so
as to provide full financial disclosure and shall include
the following as a minimum:

(1) Patient or resident census data.

(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expenses and al income.

(5) Detail of fixed assetsand patient or resident related

interest bearing debt.

(6) Complete balance sheet data.

(7) Schedule of Medicaid and private pay chargesin

effect on the last day of thereporting period and onthe

rate effective date as defined by this rule; private pay
charges shall be the lowest usual and ordinary charge.

(8) Certification by the provider that the data are true,
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accurate, related to patient or resident care, and that

expenses not related to patient or resident care have

been clearly identified.

(9) Certification by the preparer, if different from the

provider, that thedatawere compiled fromall information

provided to the preparer by the provider, and as such are
true and accurate to the best of the preparer’ s knowledge.

(c) Extension of the ninety (90) day filing period shall not
be granted unless the provider substantiates to the office or
itsrepresentativescircumstancesthat precludeatimely filing.
Requestsfor extensonsshall be submitted totheofficeor its
representatives prior to the date due, with full and complete
explanation of the reasons an extension is necessary. The
office or its representatives shall review the request for
extension and notify the provider of approva or disapprova
withinten (10) daysof receipt. If the request for extensionis
disapproved, the report shall be due twenty (20) days from
the date of receipt of the disapproval from the office or its
representatives.

(d) Failure to submit an annual financial report within
the time limit required shall result in the following
actions:

(1) No rate review requests shall be accepted or acted
upon by the office until the delinquent report is re-
ceived, and the effective date of the Medicaid rate
calculated utilizing the delinquent annual financial
report shall be the first day of the month after the
delinquent annual financial report is received by the
office. All limitations in effect at the time of the
original effective date of the annual rate review shall
apply.

(2) When an annual financial report isthirty (30) days

past due and an extension has not been granted, the

rate then currently being paid to the provider shall be
reduced by ten percent (10%), effectiveonthefirst day
of the month following the thirtieth day the annual
financial report ispast due and shall so remain until the
first day of the month after the delinquent annual
financia report is received by the office. Reimburse-
ment lost as a result of this penalty cannot be recov-
ered by the provider.
(Office of the Secretary of Family and Social Services,
405 IAC 1-12-4; filed Jun 1, 1994, 5:00 p.m.: 17 IR
2316; filed Aug 14, 1998, 4:27 p.m.: 22 R 64; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10,
2002, 10:52 a.m.: 26 IR 720)

405 IAC 1-12-5 New provider; initial financial re-
port to office; criteria for estab-
lishing initial interim rates; sup-
plemental report; baseratesetting

Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15
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Sec. 5. (a) Rate requests to establish initial interim
ratesfor anew operation, anew type of certified service,
anew type of licensure for an existing group home, or a
change of provider status shall be filed by submitting an
initial rate request to the office on or before thirty (30)
days after notification of the certification date or estab-
lishment of a new service or type of licensure. Initial
interim rates will be set at the greater of:

(1) theprior provider’ sthen current rate, including any

changes due to afield audit, if applicable; or

(2) the fiftieth percentile rates as computed in this

subsection.

Initial interim rates shall be effective uponthelater of the
certification date, the effective date of a licensure
change, or the date that a service is established. The
fiftieth percentile rates shall be computed on a statewide
basisfor likelevelsof care, except as provided in subsec-
tion (b), using current rates of all CRF/DD and ICF/MR
providers. The fiftieth percentile rates shall be main-
tained by the office, and arevision shall be madeto these
rates four (4) times per year effective on April 1, July 1,
October 1, and January 1.

(b) If there are fewer than six (6) homes with rates
established that are licensed as developmental training
homes, the fiftieth percentile rates for developmental
training homes shall be computed on a statewide basis
using current rates of all basic developmental homeswith
eight and one-half (8%%) or fewer hours per patient day of
actual staffing. If there are fewer than six (6) homeswith
rates established that are licensed as small behavior
management residences for children, the fiftieth percen-
tile rate for small behavior management residences for
children shall be the fiftieth percentile rate for child
rearing residences with specialized programs increased
by two hundred forty percent (240%) of the average
staffing cost per hour for child rearing residences with
speciaized programs. If there are fewer than six (6)
homes with rates established that are licensed as small
extensive medical needsresidencesfor adults, thefiftieth
percentile rate for small extensive medical needs resi-
dences for adults shall be the fiftieth percentile rate for
basic developmental increased by one hundred fifty-nine
percent (159%).

(c) The provider shall file anine (9) month historical
financial report within sixty (60) days following the end
of the first nine (9) months of operation. The nine (9)
months of historical financial data shall be used to
determinethe provider’ sbaserate. The baserate shall be
effectivefromthefirst day of thetenth month of certified
operation until the next regularly scheduled annual
review. Anannual financial report need not be submitted
until the provider’ sfirst fiscal year end that occurs after
the rate effective date of abase rate. In determining the
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base rate, limitations and restrictions otherwise outlined
inthisrule, except theannual rate limitation, shall apply.
For purposes of this subsection, in determining the nine
(9) months of the historical financial report, if the first
day of certification fallson or before the fifteenth day of
a calendar month, then that calendar month shall be
considered the provider’ sfirst month of operation. If the
first day of certification falls after the fifteenth day of a
calendar month, then the immediately succeeding calen-
dar month shall be considered the provider’ sfirst month
of operation.

(d) The provider’s historical financial report shall be
submitted using forms prescribed by the office. All data
elements and required attachments shall be completed so
as to provide full financial disclosure and shall include
the following at a minimum:

(1) Patient or resident census data.

(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expenses and al income.

(5) Detail of fixed assetsand patient or resident related

interest bearing debt.

(6) Complete balance sheet data.

(7) Schedule of Medicaid and private pay chargesin

effect on thelast day of thereporting period and onthe

rate effective date as defined in this rule; private pay
charges shall bethelowest usual and ordinary charge.

(8) Certification by the provider that:

(A) the dataaretrue, accurate, and related to patient
or resident care; and

(B) expenses not related to patient or resident care
have been clearly identified.

(9) Certification by the preparer, if different from the

provider, that the datawere compiled fromall informeation

provided to the preparer, by the provider, and as such are
true and accurate to the best of the preparer’ s knowledge.

(e) Extension of the sixty (60) day filing period shal not
be granted unless the provider substantiates to the office
circumstances that preclude a timely filing. Requests for
extensions shal be submitted to the office prior to the date
due, with full and complete explanation of the reasons an
extension is necessary. The office shall review the request
and notify the provider of gpproval or disapproval withinten
(10) days of receipt. If the extension is disgpproved, the
report shall be due twenty (20) days from the date of receipt
of the disgpprova from the office.

() If the provider failsto submit the nine (9) months of
historical financial datawithinninety (90) daysfollowing
the end of the first nine (9) months of operation and an
extension has not been granted, the initial interim rate
shall be reduced by ten percent (10%), effective on the
first day of thetenth month after certification and shall so
remain until the first day of the month after the delin-
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guent annual financial report is received by the office.
Reimbursement lost because of the penalty cannot be
recovered by the provider. The effective date of the base
rate cal cul ated utilizing thedelinquent historical financial
report shall be the first day of the month after the delin-
quent historical financial report isreceived by the office.
All limitations in effect at the time of the original effec-
tive date of the base rate review shall apply.

(g) Except as provided in section 17(f) of this rule,
neither an initia interim rate nor a base rate shall be
established for a provider whose change of provider
status was a related party transaction as established in
this rule. (Office of the Secretary of Family and Social
Services; 405 |AC 1-12-5; filed Jun 1, 1994, 5:00 p.m.;
17 IR 2317; filed Aug 21, 1996, 2:00 p.m.: 20 IR 12;
filed Aug 15, 1997, 8:47 am.: 21 IR 78; filed Oct 31,
1997, 8:45a.m.: 21 IR950; filed Sep 3, 1999, 4:35p.m.:
231R 20; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR
3822; filed Jun 10, 2002, 2:24 p.m.: 25 IR 3123; filed
Oct 10, 2002, 10:52 a.m.: 26 IR 721)

405 |AC 1-12-6 Active providers; rate review; an-

nual request
Authority: |IC 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 6. (@) The rate effective date of the annual rate
review established during rebasing years and non-
rebasing years shall be the first day of the fourth month
following the provider’ sreporting year end, provided the
annual financial report is submitted within ninety (90)
days of the end of the provider’s reporting period.

(b) The annual rate review that shall become effective
during a rebasing year shall be established using the
annual financial report as the basis of the review.

(c) The annud rate review that shal become effective
during anon-rebasing year shall be established by applying
aninflation adjustment to the previous year’ sannua or base
Medicaid rate. The inflation adjustment prescribed by this
subsection sha | beapplied by usingtheCM SNursingHome
without Capital Market Basket index as published by
DRI/WEFA.. Theinflation adjustment shall apply from the
midpoint of thepreviousyear’ sannual or baseMedicaidrate
period to the midpoint of the current year annual Medicaid
rate period prescribed asfollows:

Rate Effective Date Midpoint Quarter
January 1, Year 1 July 1, Year 1

April 1, Year 1 October 1, Year 1

July 1, Year 1 January 1, Year 2

October 1, Year 1 April 1, Year 2
(Office of the Secretary of Family and Social Services,
405 IAC 1-12-6; filed Jun 1, 1994, 5:00 p.m.: 17 IR
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2318; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822; filed Oct 10, 2002, 10:52 a.m.: 26 IR 722)

405 IAC 1-12-7 Request for rate review; effect of
inflation; occupancy level assump-
tions

Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 7. (a) Rate setting during rebasing years shall be
based on the provider's annual or historical financial
report for the most recent completed year. In determining
prospective alowable costs during rebasing years, each
provider’ scostsfromthemost recent compl eted year will
be adjusted for inflation by the officeusing thefollowing
methodology. All allowable costs of the provider, except
for mortgage interest on facilities and equipment, depre-
ciation onfacilities and equipment, rent or lease costsfor
facilities and equipment, and working capital interest
shall be increased for inflation using the CMS Nursing
Home without Capital Market Basket index as published
by DRI/WEFA. The inflation adjustment shall apply
from the midpoint of the annual or historical financial
report period to the midpoint of the expected rate period.

(b) For purposes of determining the average allowable
cost of the median patient day as applicable during
rebasing years, each provider's costs from their most
recent completed year will be adjusted for inflation by
the office using the following methodology. All allow-
ablecostsof the provider, except for mortgageinterest on
facilities and equipment, depreciation on facilities and
equipment, rent or lease costs for facilities and equip-
ment, and working capital interest shall be increased for
inflation using the CM S Nursing Home without Capital
Market Basket index as published by DRI/WEFA. The
inflation adjustment shall apply from the midpaint of the
annual or historical financial report period to the mid-
point prescribed as follows:

Median Effective Date Midpoint Quarter
January 1, Year 1 July 1, Year 1

April 1, Year 1 October 1, Year 1

July 1, Year 1 January 1, Year 2

October 1, Year 1 April 1, Year 2

(c) For ICFSYMR and CRFS/DD, allowable costs per
patient or resident day shall be determined based on an
occupancy level equal to thegreater of actual occupancy,
or ninety-five percent (95%) for ICFSMR and ninety
percent (90%) for CRFs/DD, for certain fixed facility
costs. Thefixed costs subject to thisminimum occupancy
level standard include the following:

() Director of nursing wages.

(2) Administrator wages.

(3) All costs reported in the ownership cost center,
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except repairs and maintenance.

(4) The capital return factor determined in accordance

with sections 12 through 17 of thisrule.
(Office of the Secretary of Family and Social Services,
405 IAC 1-12-7; filed Jun 1, 1994, 5:00 p.m.: 17 IR
2319; filed Sep 3, 1999, 4:35 p.m.;: 23 IR 21; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10,
2002, 10:52 a.m.: 26 IR 723)

405 AC 1-12-8 Limitations or qualificationsto
Medicaid reimbur sement; adver -
tising; vehicle basis

Authority: |IC 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 8. (a) Advertising is not an alowable cost under
thisruleexcept for those advertising costsincurredinthe
recruitment of facility personnel necessary for compli-
ancewithfacility certification requirements. Advertising
costs are not alowable in connection with public rela
tions or fundraising or to encourage patient or resident
utilization.

(b) Eachfacility and distinct home officelocation shall
be allowed:

(1) one (1) patient or resident care-rel ated automobil e

and

(2) one (1) vehicle that can be utilized for facility

maintenance or patient or resident support or for both

uses;

to be included in the vehicle basis for purposes of cost
reimbursement under thisrule. Vehicle basis means the
purchase price of the vehicle used for facility or home
office operations. If a portion of the use of the vehicleis
for personal purposes or for purposes other than opera-
tion of the facility or home office, then such portion of
the cost must not be included in the vehicle basis. The
facility and home office location(s) are responsible for
maintaining records to substantiate operational and
personal use for all allowable vehicles. This limitation
does not apply to vehicles with agross vehicle weight of
more than six thousand (6,000) pounds. (Office of the
Secretary of Family and Social Services; 405 |AC 1-12-
8; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2319; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10,
2002, 10:52 a.m.: 26 IR 723)

405 IAC 1-12-9 Criteria limiting rate adjustment

granted by office
Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 9. During rebasing years and for base rate
reviews, the Medicaid reimbursement system is
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based on recognition of the provider’s allowable costs
plus a potential profit add-on payment. The payment
rate established during rebasing years and for base rate
reviews is subject to the following four (4) limita-
tions:
(1) In no instance shall the approved Medicaid rate be
higher than therate paid to that provider by the general
public for the same type of services. For purposes of
thisrule, the rates paid by the general public shall not
include rates paid by the DDARS.
(2) Should the rate calculations produce a rate higher
than the reimbursement rate requested by the provider,
the approved rate shall be the rate requested by the
provider.
(3) Inflated allowable per patient or per resident day
costs plus the alowed profit add-on payment as
determined by the methodology in Tablel.
(4) In no instance shall the approved Medicaid rate
exceed the overal rate limit percent (Column A) in
Table I, times the average inflated allowable cost of
the median patient or resident day.
TABLE |

Profit Add-On

The profit add-on is equal to the percent (Column A)
of the difference (if greater than zero (0)) between a
provider's inflated allowable per patient or resident
day cost, and the ceiling (Column B) timesthe average
inflated allowable per patient or resident day cost of
the median patient or resident day. Under no circum-
stances shall a provider’s per patient or resident day
profit add-on exceed the cap (Column C) times the
average inflated allowable per patient or resident day
cost of the median patient or resident day.

(A) (B) (©
Leve of Care Percent | Ceiling | Cap
Sheltered living 40% 105% | 10%
Intensive training 40% 120% | 10%
Child rearing 40% 130% | 12%
Nonstate-operated| 40% 125% | 12%
ICF/IMR
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TABLEII
Overall Rate Limit
(A)
Level of Care Percent
Sheltered living 115%
Intensive training 120%
Child rearing 130%
Developmental training 120%
Child rearing with a specialized program | 120%
Small behavior management residences | 120%
for children
Basic devel opmental 120%
Small extensive medical needsresidences | 120%
for adults
Nonstate-operated ICF/MR 107%

110% | 10%
120% | 12%

Developmental training 40%
Child rearing with aspe- [ 40%
cialized program
Small behavior manage- [ 40%
ment residences for chil-
dren

Basic developmental 40%
Small extensive medical | 40%
needs residences for

120% | 12%

110% | 10%
110% | 10%

adults

(Office of the Secretary of Family and Social Services,
405 IAC 1-12-9; filed Jun 1, 1994, 5:00 p.m.: 17 IR
2320; filed Aug 15, 1997, 8:47 a.m.: 21 IR 79; filed Oct
31,1997, 8:45a.m.: 21 IR 951; filed Aug 14, 1998, 4:27
p.m.: 22 IR 65; readopted filed Jun 27, 2001, 9:40 a.m.
24 IR 3822; filed Jun 10, 2002, 2:24 p.m.; 25 IR 3124;
filed Oct 10, 2002, 10:52 a.m.: 26 IR 724)

405 1AC 1-12-10 Computation of rate; allowable
costs; review of cost reason-

ableness
Authority: 1C 12-8-6-5; I1C 12-15-1-10; |C 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 10. (a) The per diem rate shall be an al-inclusive
rate. The office shall not set arate for more than one (1)
level of carefor each CRF/DD provider.

(b) Costsand revenues shall bereported asrequired on
the financial report forms. Patient or resident care costs
shall be clearly identified.

(c) The provider shall report as patient or resident care
costs only costs that have been incurred in the providing
of patient or resident care services. The provider shall
certify on al financia reports that costs not related to
patient or resident care have been separately identified on
the financial report.

(d) Indetermining reasonableness of costs, the officemay
compare line items, cost centers, or total cogts of providers
with likelevels of care throughout the state. The office may
request satisfactory documentation from providers whose
costs do not appear to be accurate and dlowable.

(e) Indiana state taxes, including local taxes, shall be
considered an allowable cost. Federal income taxes are
not considered allowable costs. (Office of the Secretary
of Family and Social Services; 405 IAC 1-12-10; filed
Jun 1, 1994, 5:00 p.m.: 17 IR 2321; readopted filed Jun
27,2001, 9:40 a.m.: 24 IR 3822)
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4051AC1-12-11 Allowablecosts; services provided

by partiesrelated to provider
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 11. (a) Costs applicableto services, facilities, and
supplies furnished to the provider by organizations
related to the provider by common ownership or control
may be included in the alowable cost in the unit of
service of the provider at the cost to the related organiza-
tion. However, such cost must not exceed the price of
comparable services, facilities, or suppliesthat could be
purchased elsewhere in an arm's-length transaction.

(b) Common ownership exists when an individual,
individuals, or any legal entity possesses ownership or
equity of at least five percent (5%) in the provider aswell
astheinstitution or organization serving theprovider. An
individual isconsidered to own theinterest of immediate
family for the determination of percentage of ownership.
Thefollowing persons are considered immediate family:

(1) Husband and wife.

(2) Natural parent, child, and sibling.

(3) Adopted child and adoptive parent.

(4) Stepparent, stepchild, stepsister, and stepbrother.

(5) Father-in-law, mother-in-law, sister-in-law,

brother-in-law, son-in-law, and daughter-in-law.

(6) Grandparent and grandchild.

(c) Control exists where an individual or an organiza-
tion has the power, directly or indirectly, to influence or
direct the actions or policies of an organization or
institution, whether or not actually exercised.

(d) Transactions between related parties are not
considered to have arisen through arm's-length negotia-
tions. Costsapplicableto services, facilities, and supplies
furnishedto aprovider by related parties shall not exceed
the lower of the cost to the related party or the price of
comparable services, facilities, or supplies purchased
elsawhere. An exception to this subsection may be
granted by the office if requested in writing by the
provider before the rate effective date of the review to
which the exception is to apply.

(e) The office shall grant an exception when arelated
organization meets all of the following conditions:

(1) The supplying organization is abonafide separate
organization.
(2) A sufficient part of the supplying organization's
business activity is transacted with other than the
provider and organizations related to the supplier in
common ownership or control, and there is an open
competitive market for the type of services, facilities,
or supplies furnished by the organization.

(3) Theservices, supplies, or facilitiesarethosewhich

commonly are obtained by institutions, such as the
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provider, from other organizations and are not abasic
element of patient or resident care ordinarily furnished
directly to patients or residents by such institutions.
(4) Thechargetotheprovider isin linewiththe charge
for such services, facilities, or supplies in the open
market and no more than the charge made under
comparable circumstances to others by the organiza-
tion for such services, facilities, or supplies.

(Office of the Secretary of Family and Social Services; 405

IAC 1-12-11; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2321,

readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-12-12 Allowable costs; capital return

factor
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 12. (@) Providers shall be reimbursed for the use
of facilities and equipment, regardless of whether they
are owned or leased, by means of a capital return factor.
The capital return factor shall be composed of a use fee
to cover the use of facilities, land and equipment, and a
return on equity. Such reimbursement shall bein lieu of
the costs of all depreciation, interest, lease, rent, or other
consideration paid for the use of property. Thisincludes
all central office facilities and equipment whose patient
or resident care-related depreciation, interest, or lease
expense is allocated to the facility.

(b) The capital return factor portion of the established
rate during rebasing years is the sum of the allowed use
fee, return on equity, and rent payments.

(c) Allowable patient or resident care-related rent,
lease payments, and fair rental value of property used
through contractual arrangement shall be subjected to
limitations of the capital return factor asdescribedinthis
section. (Office of the Secretary of Family and Social
Services; 4051AC 1-12-12; filed Jun 1, 1994, 5:00 p.m.:
17 IR 2322; readopted filed Jun 27, 2001, 9:40 a.m.: 24
IR 3822; filed Oct 10, 2002, 10:52 a.m.: 26 IR 724)

405 1AC 1-12-13 Allowable costs; capital return fac-
tor; computation of use fee
component; interest; allocation

of loan to facilitiesand parties
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 13. () The use fee limitation is based on the
following:

(1) The assumption that facilities and equipment are

prudently acquired and financed.

(2) Providers will obtain independent financing in

accordance with asound financial plan.
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(3) Owner capital will be used for the balance of

capital requirements.

(b) The amortization period to be used in computing
the usefeeshall bethe greater of twenty (20) yearsor the
actual amortization period for the facility and for facili-
ties and equipment where a single lending arrangement
coversboth. Whereequipment isspecifically financed by
means of a separate lending arrangement, a minimum of
seven (7) years shall be the amortization period. Pro-
vided, however, that a mortgage existing on April 1,
1983, has afully amortizing life of lessthan twenty (20)
years, the use fee will be calculated using the actual life
of the lending arrangement, but not lessthan twelve (12)
years. If facility payments toward the principal loan
amount are lessthan the amount derived from a standard
loan amortization during thereporting period, the compu-
tation of the use fee shall be limited to the principal and
interest amounts actually paid during the reporting
period, unless the financing arrangement specifically
requires that amortized paymentsto be madeto asinking
fund, or itsequivalent, for future principa paymentsand
the provider can demonstrate that payments from the
sinking fund are actually made.

(c) The use fee component of the capital return factor
shall be limited by the lesser of

(2) the original loan balance at the time of acquisition;

(2) eighty percent (80%) of historical cost of the

facilities and equipment; or

(3) eighty percent (80%) of the maximum dlowable

property basis at the time of the acquisition plus one-half

(%) of the difference between that amount and the maxi-

mum property basis per bed on the rate effective date.

(d) The maximum interest rate allowed in computing
the use fee shall not exceed one and one-half percent
(1.5%) above the United States Treasury bond, ten (10)
year amortization, constant maturity rate plus three
percent (3%), rounded to the nearest one-half percent
(0.5%) or theactual interest rate, whichever islower. For
property financing with afixed interest rate, the date that
the financing commitment was signed by the lender and
borrower shall bethe date upon which the allowablerate
shall be determined. For property financing with a
variableinterest rate, the allowable interest rate shall be
determined each year at the provider’s report year end.

(e) The use fee determined under this section shall be
subject to the limitations under section 15(b) of thisrule.

() Refinancing of mortgages shall be amortized over
the amortization period of the refinancing; however, the
amortization period for therefinanced mortgage shall not
belessthantwenty (20) years. Refinancing arrangements
shall be recognized only when the interest rate is less
than the original financing, and the interest rate on the
refinancing shall not be alowable in excess of the
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interest rate limit established on the date the refinancing
commitment was signed and theinterest rate fixed by the
lender and borrower.

(g) Variable interest debt will be recognized for the
purpose of calculation of the use feeif the variable rate
isafunction of an arrangement entered into and incorpo-
rated in the lending arrangement at the time of the
acquisition of the facility or as part of an allowable
refinancing arrangement under subsection (f).

(h) Interest costs on borrowed funds used to construct
facilities or enlarge existing facilitieswhich areincurred
during the period of construction shall be capitalized as
part of the cost of the facility or addition.

(i) Interest costs on operating loans each reporting
period shall be limited to interest costs of principal
amounts that do not exceed a value equa to two (2)
monthsof actual revenues. Interest on suchloansshall be
recognized only if the provider can demonstratethat such
loanswerereasonabl e and necessary in providing patient
or resident related services. Working capital interest must
be reduced by investment income. Working capital
interest is an operating cost and will not be included in
calculating the use fee.

(j) Loans covering morethan one (1) facility or asset shall
apply totheseverd facilitiesor assetsacquiredin proportion
tothe cost that eachitembearsto thetotal cost. Accordingly,
if any building or asset covered by the loan is used for
purposes other than patient or resdent care, the use fee
applicable to such assets will be determined based upon its
proportionate share of the total asset cost.

(k) Loans from a related party must be identified and
reported separately on the annual or historical financia
report. Such loans shall be alowable if they meet al
other requirements, the interest does not exceed the rate
availablein the open market, and such loansarerepaidin
accordance with an established repayment schedule.

() Usefeefor variableinterest rate mortgages will be
calculated asfollows:

(1) Recalculatethe usefeefor thereporting year based

upontheprovider’ saverageactual rateof interest paid.

(2) Compare the use fee allowed in the reporting year

and therecal cul ated usefee and determinethevariance

(amount by which the amount allowed in the prior rate

case exceeded or was less than the amount earned

under the recalculation in subdivision (1)).

(3) Calculate the prospective use fee based upon the

interest rate in effect at the end of the provider's

reporting year.

(4) The use fee on the prospective rate is the amount

determined in subdivision (3) plus or minus the vari-

ancein subdivision (2).

(Office of the Secretary of Family and Social Services,
405 IAC 1-12-13; filed Jun 1, 1994, 5:00 p.m.: 17 IR
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2322; filed Sep 1, 2000, 2:10 p.m.; 24 IR 16; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10,
2002, 10:52 a.m.: 26 IR 725)

405 1AC 1-12-14 Allowable costs; capital return
factor; computation of return
on equity component

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 14. (a) For aprovider with an initial interim rate
resulting from:

(1) achange of provider status; or

(2) anew operation;
before the effective date of this rule, the return on equity
shdl be computed on the higher of twenty percent (20%) of
the allowable historical cost of facilities and equipment or
actua equity inallowablefacilitiesand equipment upto sixty
percent (60%) of allowable historica cost of facilities and
equipment. Allowable historical cost of facilities and
equipment is the lesser of the provider's actud historical
costsof facilitiesand equipment, or themaximuma lowable
property basisat thetimeof theacquisition plusone-haf (¥2)
of the difference between that amount and the maximum
allowable property basis per bed on the rate effective date.

(b) For aprovider with aninitial interim rate resulting
from:

(1) achange of provider status; or

(2) anew operation;
on or after the effective date of this rule, the return on
equity shall be computed on the actual equity in allow-
ablefacilities and equipment up to amaximum of eighty
percent (80%) of allowable historical cost of facilities
and equipment.

(c) The return on equity factor shall be equal to the
interest rate used in computing the use fee plus one
percent (1%), or one percent (1%) below the United
States Treasury bond, ten (10) year amortization, con-
stant maturity rate on thelast day of the reporting period,
plus three percent (3%), whichever is higher.

(d) Thereturn on equity determined under this section
shall be subject to the limitations of section 15(b) of this
rule. (Office of the Secretary of Family and Social
Services; 4051AC 1-12-14; filed Jun 1, 1994, 5:00 p.m.:
17 IR 2323; filed Sep 1, 2000, 2:10 p.m.: 24 IR 17
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
filed Oct 10, 2002, 10:52 a.m.: 26 IR 726)

405 1AC 1-12-15 Allowable costs; capital return
factor; use fee; depreciable
life; property basis

Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15
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Sec. 15. (a) The following is a schedule of allowable
use fee lives by property category:

Property Basis Use FeelLife
Land 20 years
Land improvements 20 years
Buildings and building components 20 years
Building improvements 20 years
M ovable equipment 7 years
Vehicles 7 years

The maximum property basis per bed at the time of
acquisition shall be in accordance with the following
schedule:

Acquisition Date Maximum Property Basis Per Bed

71176 $12,650
41177 $13,255
10/1/77 $13,695
4/1/78 $14,080
10/1/78 $14,630
4/1/79 $15,290
10/1/79 $16,115
4/1/80 $16,610
10/1/80 $17,490
4/1/81 $18,370
10/1/81 $19,140
4/1/82 $19,690
9/1/82 $20,000
3/1/83 $20,100
9/1/83 $20,600
3/1/84 $20,600
9/1/84 $21,200
3/1/85 $21,200
9/1/85 $21,200
3/1/86 $21,400
9/1/86 $21,500
3/1/87 $21,900
9/1/87 $22,400
3/1/88 $22,600
9/1/88 $23,000
3/1/89 $23,100
9/1/89 $23,300
3/1/90 $23,600
9/1/90 $23,900
3/1/91 $24,500
9/1/91 $24,700
3/1/92 $24,900
9/1/92 $25,300
3/1/93 $25,400
9/1/93 $25,700

The schedule shall be updated semiannually effectiveon
March 1 and September 1 by the office and rounded to
the nearest one hundred dollars ($100) based on the
change in the R.S. Means Construction Index.

(b) The capita return factor portion of a rate that
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becomes effective after the acquisition date of an asset
shall be limited to the maximum capital return factor
which shall be calculated as follows:

(1) The use fee portion of the maximum capital return

factor is calculated based on:

(A) the maximum property basis per bed at the time
of acquisition of each bed, plus one-haf (¥2) of the
difference between that amount and the maximum
property basis per bed at the rate effective date;

(B) the term is determined per bed at the time of
acquisition of each bed and is twenty (20) years for
beds acquired on or after April 1, 1983, and twelve
(12) years for beds acquired before April 1, 1983;
and

(C) the alowable interest rate is the United States
Treasury bond, ten (10) year amortization, constant
maturity rate plusthree percent (3%), rounded to the
nearest one-half percent (0.5%) plus one and one-
half percent (1.5%) at the earlier of the acquisition
date of the beds or the commitment date of the
attendant permanent financing.

(2) The equity portion of the maximum capital return

factor is calculated based on:

(A) theallowable equity asestablished under section
14 of thisrule; and

(B) the rate of return on equity is the greater of the
United States Treasury bond, ten (10) year amortiza-
tion, constant maturity rate plus three percent (3%),
rounded to the nearest one-half percent (0.5%) on
the last day of the reporting period minus one per-
cent (1%), or the weighted average of the United
States Treasury bond, thirty (30) year amortization,
constant maturity rate plus three percent (3%),
rounded to the nearest one-half percent (0.5%) plus
one percent (1%) at theearlier of theacquisition date
of the beds or the commitment date of the attendant
permanent financing.

(c) For facilities with a change of provider status, the
allowablecapital returnfactor of thebuyer/lesseeshall be
no greater than the capita return factor that the
seller/lessor would have received on the date of the
transaction, increased by one-half (%) of the percentage
increase (as measured from the date of acquisition/lease
commitment date by the seller/lessor to the date of the
change in provider status) in the Consumer Price Index
for All Urban Consumers (CPI-U) (United States city
average). Any additional allowed capital expenditures
incurred by the buyer/lessee shall be treated in the same
manner asif the seller/lessor had incurred the additional
capital expenditures.

(d) The following costs which are attributable to the
negotiation or settlement of the sale or purchase of any
capital asset (by acquisition or merger) for which any
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payment has been previously made under the Indiana
Medicaid program shall not be recognized as an allow-
able cost:

(2) Legal fees.

(2) Accounting and administrative costs.

(3) Travel costs.

(4) The costs of feasibility studies.
(Office of the Secretary of Family and Social Services,
405 |AC 1-12-15; filed Jun 1, 1994, 5:00 p.m.: 17 IR
2324; filed Sep 1, 2000, 2:10 p.m.: 24 IR 17; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10,
2002, 10:52 a.m.: 26 IR 726)

405 AC 1-12-16 Capital return factor; basis; his-
torical cost; mandatory re-

cord keeping; valuation
Authority: |IC 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 16. (a) The basis used in computing the capital
return factor shall bethe historical cost of all assets used
to deliver patient or resident related services, provided
the following:

(1) They arein use.

(2) They are identifiable to patient or resident care.

(3) They are available for physical inspection.

(4) They are recorded in provider records.

If an asset does not meet al of the requirements pre-
scribed in this section, the cost and any associated
property financing(s) or capital lease(s) shall not be
included in computing the capital return factor.

(b) The provider shall maintain detailed property
schedulesto provide a permanent record of all historical
costs and balances of facilities and equipment. Summa-
ries of such schedules shall be submitted with each
annual or historical financial report, and the complete
schedule shall be submitted to the office upon request.

(c) Assets used in computing the capital return factor
shall include only items currently used in providing
services customarily provided to patients or residents.

(d) When an asset is acquired by trading one (1) asset
for another, or abetterment or improvement isacquired,
the cost of the newly acquired asset, betterment, or
improvement shall be added to the appropriate property
category. All of the historical cost of the traded asset or
replaced betterment or improvement shall be removed
from the property category in which it was included.

(e) If asingleasset or collection of like assets acquired
in quantity, including permanent betterment or improve-
ments, has at the time of acquisition an estimated useful
life of at least three (3) years and a historical cost of at
least five hundred dollars ($500), the cost shall be
includedinthe property basisfor the approved useful life
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of the asset. Items that do not qualify under this subsec-
tion shall be expensed in the year acquired.

(f) The property basis of donated assets, except for
donations between providers or related parties, shall be
thefair market value defined asthe price a prudent buyer
would pay aseller inan arm’ s-length sale or, if over two
thousand dollars ($2,000), the appraised value, which-
ever is lower. An asset is considered donated when the
provider acquires the asset without making any payment
for it in the form of cash, property, or services. If the
provider and the donor are related parties, the net book
value of the asset to the donor shall be the basis, not to
exceed fair market value. Cash donations shall betreated
as revenue items and not as off sets to expense accounts.
(Office of the Secretary of Family and Social Services,
405 IAC 1-12-16; filed Jun 1, 1994, 5:00 p.m.: 17 IR
2325; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822; filed Oct 10, 2002, 10:52 a.m.: 26 IR 727)

405 IAC 1-12-17 Capital return factor; basis; sale
or capital lease of facility;
valuation; saleor leaseamong

family members
Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 17. () If afacility is sold or leased within eight
(8) years of the seller’s or lessor’s acquisition date and
this transaction is recognized as a change of provider
status, the buyer’s or lessee’ s property basisin facilities
and equipment shall be the seller’s or lessor’s historical
cost basis plus one percent (1%) of the difference
between the purchase price, or appraised value if lower,
and the seller’ s or lessor’ s historical cost basis, for each
month the seller or lessor has owned or leased the
property.

(b) Leases shall be subject to the following purchase
equivalency test based on the maximum capital return
factor. The provider shall supply sufficient information
to the office so as to determine the terms and conditions
of a purchase that would be equivalent to the lease
agreement. Such information shall includethefollowing:

(1) Property basis and fair market value on the initial

lease effective date.

(2) Inception date of the initial agreement between

lessee and lessor.

(3) Imputed or stated interest rate.

(4) Duration of payments.

(5) Renewal options.

Such purchase equival ency termsand conditions shall be
utilized to calculate the capital return factor asif it were
apurchase. Theprovisionsof section 15(c) through 15(d)
of thisrule shall apply. The lease payments determined
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under thissection shall be subject to thelimitationsunder
section 15(b) of thisrule.

(c) Where the imputed or stated interest rate is a
variable rate, it shall be recognized only if the rate is
reasonable and only if such arrangement was incorpo-
rated into the lease agreement at the time of acquisition.

(d) All leases, rental agreements, and contractsinvolving
the useof property shall be subject to the samelimitationsas
ownersof property. Theusefee caculation for variablerate
leaseswill be calculated in the same manner asthat set forth
in section 13(k) of this rule. In no event shdl the capital
return factor be greater than the actud |ease payment.

(e) If aprovider rents, leases, or purchasesfacilitiesor
equipment from arelated party, the historical cost to the
related party, not to exceed fair market value, shall be
utilized in computing the capital return factor except as
described in this section for the sale of facilities between
family members.

(f) Thesdeof facilities between family members shall be
eligible for consideration as a change of provider status
transaction if dl of the following requirements are met:

(1) Thereis no spousal relationship between parties.

(2) The following persons are considered family

members:

(A) Natura parents, child, and sibling.

(B) Adopted child and adoptive parent.

(C) Stepparent, stepchild, stepsister, and stepbrother.
(D) Father-in-law, mother-in-law, sister-in-law,
brother-in-law, and daughter-in-law.

(E) Grandparent and grandchild.

(3) Theprovider can demonstrate to the satisfaction of

the office that the primary business purpose for the

saleis other than increasing the established rate.

(4) The transfer is recognized and reported by all

parties as asale for federal income tax purposes.

(5) Thesdler and all partieswith an ownershipinterestin

thepreviousprovider arenot associated with thefacility in

any way dfter the sale other than as a passive creditor.

(6) The buyer is actively engaged in the operation of

thefacility after thesalewith earningsfromthefacility

accruingto at least one (1) principal buyer primarily as
salaries or self-employment income and not as leases,
rents, or other passive income.

(7) This family sale exception has not been utilized

during the previous eight (8) years on this facility.

(8) None of the entities involved is a publicly held

corporation as defined by the Securities and Exchange

Commission.

(9) If any of theentitiesinvolved are corporations, they

must befamily owned corporations, wheremembers of

the same family control the corporations through
ownership of fifty percent (50%) or more of thevoting
stock.
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(g) In order to establish an historical cost basisin the
saleof facilitiesbetween family members, thebuyer shall
obtain a Member Appraiser Institute (MAI) appraisal,
which appraisal is subject to the approval of the office.
Theappraisal shall be donewithin ninety (90) daysof the
date of the sale. The historical cost basis shall be the
lower of the historical cost basis of the buyer or ninety
percent (90%) of the MAI appraisal of facilities and
equipment.

(h) If the conditions of this section are met, the cost
basis and financing arrangements of the facility shall be
recognized for the purpose of computing the capital
return factor in accordance with thisrule for abonafide
sale arising from an arm’ s-length transaction.

(i) If alease of facilities between family members
under subsection (f)(2) qualifies as a capitalized |lease
under guidelines issued in November 1976 by the
American Institute of Certified Public Accountants, the
transaction shall betreated as asale of facilities between
family members, for purposes of determining the basis,
cost, and valuation of the buyer’s capital return factor
component of the Medicaid rate. (Office of the Secretary
of Family and Social Services; 405 IAC 1-12-17; filed
Jun 1, 1994, 5:00 p.m.: 17 IR 2325; readopted filed Jun
27, 2001, 9:40 am.: 24 IR 3822; filed Oct 10, 2002,
10:52 a.m.: 26 IR 728)

405 IAC 1-12-18 Unallowable costs; cost adjust-
ments; charity and courtesy
allowances, discounts, re-

bates; refunds of expenses
Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 18. (a) Charity, courtesy allowances, discounts,
refunds, rebates, and other similar items granted by a
provider shall not be included in allowable costs. Bad
debts incurred by a provider shall not be an allowable
cost.

(b) Payments that must be reported on the annual or
historical financial report form that are received by a
provider, an owner, or other official of aprovider in any
formfromavendor shall be considered areduction of the
provider's costs for the goods or services from that
vendor.

(c) Thecost of goods or services sold to nonpatientsor
nonresidents shall be offset against the total cost of such
service to determine the alowable patient or resident
related expenses. If the provider has not determined the
cost of suchitems, therevenue generated from such sales
shall be used to offset the total cost of such services.
(Office of the Secretary of Family and Social Services,
405 IAC 1-12-18; filed Jun 1, 1994, 5:00 p.m.: 17 IR
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2326; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR
3822)

405 1AC 1-12-19 Allowable costs; wages; costs of
employment; record keeping;
owner or related party com-

pensation
Authority: |IC 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 19. (a) Reasonable compensation of individuals
employed by a provider is an allowable cost, provided
such employees are engaged in patient or resident care-
related functions and that compensation amounts are
reasonable and allowable under this section and sections
20 through 22 of thisrule.

(b) The provider shall report using the forms or in a
format prescribed by the office all patient and resident
related staff costs and hours incurred to perform the
function for which the provider was certified. Both total
compensation and total hours worked shall be reported.
Staffing limitationsto determine M edicaid allowabl e cost
shall be based on hours worked by employees. If a
service is performed through a contractual agreement,
imputed hours for contracted services are only required
when such services obviate the need for staffing of a
major function or department that is normally staffed by
in-house personnel. Hours for laundry services in
CRF/DD or ICF/MR facilities that are properly docu-
mented through appropriate time studies, whether paid
in-house or contracted, shall not be included in calculat-
ing the staffing limitation for the facility. Hours associ-
ated with the provision of day services and other ancil-
lary services, except as specified in subsection (d), shall
be excluded from the staffing limitation.

(c) Payroll records shall be maintained by the provider
to substantiate the staffing costs reported to the office.
Therecordsshall indicateeach employee’ sclassification,
hours worked, rate of pay, and the department or func-
tional area to which the employee was assigned and
actually worked. If an employee performsdutiesin more
than one (1) department or functional area, the payroll
records shall indicate the time alocations to the various
assignments.

(d) When an owner or related party work assignment isat
or below adepartment head leve, the hours and compensa:
tion shal beincludedin the staffing hoursreported using the
forms prescribed by the office. Such hours and compensa-
tion must be reported separately and so identified. Compen-
sation paid to ownersor related partiesfor performing such
duties shdl be subject to the totd staffing limitations and
allowedif thecompensation paid to ownersor related parties
does not exceed the price paid in the open market to obtain



53 SECRETARY OF FAMILY AND SOCIAL SERVICES

such services by nonowners or nonrelated parties. Such
compensation to owners or related parties is not subject to
the limitation found in section 20 of thisrule. (Office of the
Secretary of Family and Social Services; 405 1AC 1-12-19;
filedJun1,1994, 5:00p.m.: 17 1R2327; readoptedfiled Jun
27,2001, 9:40 am.: 24 1R 3822; filed Oct 10, 2002, 10:52
am. 26 IR729)

405 |AC 1-12-20 Allowable costs; calculation of
allowable owner or related
party compensation; wages;
salaries; fees; fringe benefits

Authority: 1C 12-8-6-5; |1C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 20. (@) Compensation for owner, related party,
individuas within management, consultants who perform
management functions, or any individual or entity rendering
services above the department head level shall be subject to
theannua limitations described in this section. All compen-
sation received by the parties as described in this subsection
shdl be reported and separately identified on the financia
report form even though such payment may exceed the
limitations. This compensation is allowed to cover costsfor
all administrative, policy making, decisionmaking, and other
management functionsabovethedepartment headlevel. This
includes wages, sdaries, and feesfor owner, administrator,
assigtant adminigtrator, individuals within management,
contractors, and consultants who perform management
functions, aswell as any other individual or entity perform-
ing such tasks.

(b) The maximum amount of owner, related party, man-
agement compensationfor thepartiesidentifiedin subsection
(8) shall bethelesser of the amount under subsection (d), as
updated by the office on July 1 of each year by determining
the average rate of change of the most recent twelve (12)
quarters of the Gross Nationa Product Implicit Price
Deflator, or theamount of patient or resident rel ated wages,
sdaries, or fees actudly paid or withdrawn which were
properly reported to the Internal Revenue Service aswages,
sdaries, fringe benefits, expenses, or fees. If liahilities are
established, they shdll be paid within seventy-five (75) days
after the end of the accounting period or such costs shall be
disallowed.

(c) In addition to wages, salaries, and fees paid to
owners under subsection (b), the office will allow up to
twelve percent (12%) of the appropriate schedule for
fringe benefits, business expenses charged to an opera-
tion, and other assets actually withdrawn that are patient
or resident related. These expenses include fringe
benefitsthat do not meet nondiscriminatory requirements
of the Internal Revenue Code, entertainment, travel, or
continuing education. Other assets actually withdrawn
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include only those items that were actually accrued and
subsequently paid during the cost reporting period in
which personal services were rendered and reported to
thelnternal Revenue Serviceasfringebenefits, expenses,
or fees. If lighilities are established, they shall be paid
within seventy-five (75) days after the end of the ac-
counting period or such costs shall be disallowed.

(d) Theowner, related party, and management compen-
sation and expenselimitation per operation effective July
1, 1993, shall be asfollows:

Owner and Management

Compensation Owner's Expense

Beds Allowance (12% x bed allowance)
10 $18,527 $2,223

20 $24,717 $2,966

30 $30,887 $3,706

40 $37,049 $4,446

50 $43,241 $5,189

60 $46,948 $5,634

70 $50,657 $6,079

80 $54,362 $6,523

90 $58,055 $6,967

100 $61,763 $7,412

110 $66,731 $8,007

120 $71,663 $8,600

130 $76,628 $9,195

140 $81,546 $9,786

150 $86,496 $10,380

160 $91,427 $10,971

170 $96,378 $11,565

180 $101,313 $12,157

190 $106,262 $12,751

200 $111,196 $13,343

200 and over $111,196 plus  $13,343 plus $27 per

$225 per bed bed over 200
over 200

This subsection applies to each provider of a certified
Medicaid operation. The unused portions of the allow-
ance for one (1) operation shall not be carried over to
other operations. (Office of the Secretary of Family and
Social Services; 405 IAC 1-12-20; filed Jun 1, 1994,
5:00 p.m.: 17 IR 2327; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822)

405 1AC 1-12-21 Nonstate-operated intermediate
carefacilitiesfor thementally
retarded; allowable costs;

compensation; per diem rate
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15
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Sec. 21. (a) The procedures described in this section
are applicable to intermediate care facilities for the
mentally retarded with nine (9) or more beds only,
notwithstanding the application of standards and proce-
dures set forth in sections 1 through 20 of thisrule.

(b) Theper diemratefor intermediate carefacilitiesfor
the mentaly retarded is an al-inclusive rate. The per
diemrateincludesall services provided to patients by the
facility.

(c) Costs related to staffing shall be limited to seven
(7) hoursworked per patient day. (Office of the Secretary
of Family and Social Services; 405 IAC 1-12-21; filed
Jun 1, 1994, 5:00 p.m.: 17 IR 2328; readopted filed Jun
27,2001, 9:40 am.: 24 IR 3822)

405 AC 1-12-22 Community residential facilities
for the developmentally dis-
abled; allowable costs; com-

pensation; per diem rate
Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 22. () Notwithstanding the application of stan-
dardsand procedures set forth in sections 1 through 20 of
thisrule, the proceduresdescribed in thissection apply to
intermediate carefacilitiesfor the mentally retarded with
eight (8) or fewer beds (community residential facilities
for the developmentally disabled), except for intermedi-
ate care facilities for the mentally retarded licensed as.

(2) small behavior management residencesfor children

for which the procedures described in this section

apply to facilities with six (6) or fewer beds; and

(2) small extensivemedical needsresidencesfor adults

for which the procedures described in this section

apply to facilities with four (4) beds.

(b) Costs related to staffing shall be limited to the
following:

Staff Hours Per
Type of License Resident Day
Sheltered living 45
Intensive training 6.0
Developmental training 8.0
Child rearing 8.0
Child rearing residences with 10.0
speciaized programs
Basic devel opmental 10.0
Small behavior management resi- 12.0
dencesfor children
Small extensive medical needs 12.0

residences for adults

(c) Any change in staffing that exceeds the current
limitations of four and one-half (4.5) hours per resident
day for adults and eight (8) hours per resident day for
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children will require approval on a case-by-case basis,
upon application by the facility. This approva will be
determined in the following manner:

(1) A new or current provider of service which seeks
staffing above four and one-haf (4.5) hours per
resident day for adults or eight (8) hours per resident
day for children must first obtain approva from the
DDARS, based upon the DDARS assessment of the
program needs of the residents. The DDARS will
establish the maximum number of staff hours per
resident day for each facility, which may be less than
but may not be more than the ceiling for each type of
license. If a change in type of license is required to
permit the staffing limitation determined by the
DDARS, thenthe DDARSwill makeitsrecommenda
tion to the licensing authority and convey to the office
of Medicaid policy and planning the decision of the
licensing authority. The office shall conduct a com-
pleteandindependent review of arequest for increased
staffing and shall retain final authority to determine
whether arate change will be granted as aresult of a
change in licensure type.
(2) If a provider of services holds a current license
which would permit staffing above the limitation of
four and one-half (4.5) hours per resident day for
adultsand eight (8) hoursper resident day for children,
but the provider does not seek approval of staffing
beyond those limitations, then the DDARS may
investigate whether the provider holds the appropriate
type of license.

(d) The per diemrate shall bean all-inclusiverate. The
established rate includes al services provided to resi-
dentsby afacility. The office shall not set aratefor more
than one (1) level of carefor each community residential
facility for thedevelopmentally disabled provider. (Office
of the Secretary of Family and Social Services; 405 IAC
1-12-22; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2328; filed
Aug 15, 1997, 8:47 am.: 21 IR 81, filed Oct 31, 1997,
8:45a.m.: 21 IR 953; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822; filed Jun 10, 2002, 2:24 p.m.: 25 IR
3124)

405 AC 1-12-23 Medical or nonmedical supplies
and equipment; personal care
items

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 23. (a) Routine and nonroutine medical supplies
and equipment are included in the provider's approved
per diemrate, and the provider shall not bill theMedicaid
programfor such itemsin additionto the established rate.
Under no circumstances shall the routine and nonroutine
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medical supplies and equipment be billed through a
pharmacy or other provider. Routine supplies and
equipment include those items routinely required for the
care of residents. Nonroutine medical supplies and
equipment are those items for which the need must be
demonstrated by the resident's particular condition and
identifiable to that resident. The medical records of each
resident must indicate, by specific written physician's
orders, the order for the service or supply furnished and
the dispensing of the service or supply to the resident.

(b) Personal care or comfort itemsinclude the follow-
ing:

(1) Hairbrushes and combs.

(2) Dental adhesives and caps.

(3) Toothpaste.

(4) Shower caps.

(5) Nalil files.

(6) Lemon glycerine swabs.

(7) Mouthwashes.

(8) Toothbrushes.

(9) Deodorants.

(20) Shampoos.

(11) Disposable tissues.

(12) Razor.

(13) Any other items or equipment covered by

Medicaid and specifically requested by aresident and

not routinely provided by the provider.
These items may be included in the approved room
charge. Under no circumstances shall items included as
personal care or comfort bebilled through apharmacy or
other provider to the Medicaid program. (Office of the
Secretary of Family and Social Services; 405 1AC 1-12-
23; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2329; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 AC 1-12-24 Assessment methodology
Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15-32-11

Sec. 24. (&) CRF/DD and ICF/MR facilities that are
not operated by the state will be assessed an amount not
to exceed ten percent (10%) of total annua facility
revenue. In determining total annual revenue when the
financial report period is other than three hundred sixty-
five (365) days, the total revenue shal be annualized
based on the number of daysin the reporting period. The
assessment percentage applied to total annual revenue
shall not exceed the greater of six percent (6%) or such
percentage determined to be eligiblefor federal financial
participation under federal law.

(b) The assessment on provider total annual revenue
authorized by IC 12-15-32-11 shall be an allowabl e cost
for cost reporting and audit purposes. Total annual

405 1AC 1-12-26

revenue is defined as revenue from the provider's
previousreporting period as set out in section 4(a) of this
rule or previous base rate reporting period set out in
section 5(c) of this rule. Providers will submit data to
calculate the amount of provider assessment with their
annual and base rate reviews as set out in sections 4(a)
and 5(c) of this rule, using forms or in a format pre-
scribed by the office. These forms are subject to audit by
the office or its designee.

(c) If federal financial participation to match the
assessment becomes unavailable under federal law after
the implementation date, the authority to impose the
assessment terminates on the date that the federal statu-
tory, regulatory, or interpretive change takes place, and
such termination will apply prospectively. In addition,
prospectivetermination of theassessment asdescribedin
thissubsectionwill resultinthesimultaneoustermination
of the assessment being considered as an allowable cost
for rate setting purposes. (Office of the Secretary of
Family and Social Services; 405 |AC 1-12-24; filed Jun
1, 1994, 5:00 p.m.: 17 IR 2329; filed Aug 14, 1998, 4.27
p.m.: 22 IR 67; readopted filed Jun 27, 2001, 9:40 a.m.:
241R3822; filed Oct 3, 2001, 9:40 a.m.: 251R 381, filed
Oct 10, 2002, 10:52 a.m.: 26 IR 730)

405 AC 1-12-25 Reimbursement for day services
Authority: |IC 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 25. For CRF/DD facilities the all-inclusive per
diem rate shall include reimbursement for all day habili-
tation services. Costs associated with day habilitation
services shall be reported to the office on the annual or
historical financial report formusing formsprescribed by
the office. Allowable day habilitation costs shall be
included in determining a provider’s allowable costs for
rate setting purposes in accordance with all sections of
this rule. (Office of the Secretary of Family and Social
Services; 405 |AC 1-12-25; filed Jun 1, 1994, 5:00 p.m.;
17 IR 2330; filed Aug 14, 1998, 4:27 p.m.: 22 IR 68;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 1AC 1-12-26 Administrative reconsideration;

appeal
Authority: 1C 12-8-6-5; IC 12-15-1-10; |C 12-15-21-2
Affected: 1C 4-21.5;1C 12-13-7-3

Sec. 26. () The Medicaid rate-setting contractor shall
notify each provider of the provider’ srate and allowable
cost determinations after they have been computed. If the
provider disagrees with the rate or allowable cost deter-
minations, the provider must request an administrative
reconsideration by the Medicaid rate-setting contractor.
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Such reconsideration request shall beinwriting and shall
contain specific issues to be reconsidered and the ratio-
nale for the provider's position. The request shall be
signed by the provider or the authorized representative of
the provider and must be received by the contractor
within forty-five (45) days after release of the rate or
allowable cost determinations as computed by the
Medicaid rate-setting contractor. Upon receipt of the
request for reconsideration, the Medicaid rate-setting
contractor shall evaluate the data. After review, the
Medicaid rate-setting contractor may amend the rate,
amend the challenged procedure or alowable cost determi-
nation, or affirm the origind decision. The Medicad rate-
setting contractor shall thereafter notify the provider of its
find decison in writing, within forty-five (45) days of the
Medicaid rate-setting contractor’ sreceipt of the request for
reconsideration. In the event that a timely response is not
meade by the rate-setting contractor to the provider’ s recon-
Sideration request, the request shdl be deemed denied and
the provider may pursue its administrative remedies as set
out in subsection (c).

(b) If the provider disagrees with arate or allowable
cost redetermination resulting from an audit adjustment
or a reportable condition affecting a rate, the provider
must request an administrative reconsideration from the
Medicaid audit contractor. Such reconsideration regquest
shall beinwriting and shall contain specific issuesto be
considered and the rationale for the provider’s position.
Therequest shall be signed by the provider or the autho-
rized representative of the provider and must bereceived
by the Medicaid audit contractor within forty-five (45)
days after rel ease of therate or allowable cost determina-
tions as computed by the Medicaid rate-setting contrac-
tor. Upon receipt of the request for reconsideration, the
Medicaid audit contractor shall evaluate the data. After
review, the Medicaid audit contractor may amend the
audit adjustment or reportable condition or affirm the
original adjustment or reportable condition. The
Medicaid audit contractor shall thereafter notify the
provider of itsfinal decision in writing within forty-five
(45) days of the Medicaid audit contractor’s receipt of
therequest for reconsideration. In the event that atimely
response is not made by the audit contractor to the
provider’s reconsideration request, the request shall be
deemed denied and the provider may pursueitsadminis-
trative remedies under subsection (c).

(c) After completion of the reconsideration procedure
under subsection (a) or (b), the provider may initiate an
appeal under 1C 4-21.5.

(d) The office may take action to implement Medicaid
rates without awaiting the outcome of the administrative
process, in accordance with section 1(d) of this rule.
(Office of the Secretary of Family and Social Services,
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405 IAC 1-12-26; filed Jun 1, 1994, 5:00 p.m.: 17 IR
2331; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822; filed Oct 10, 2002, 10:52 a.m.: 26 IR 730)

Rule 13. Disproportionate Share Hospital
Payments
4051AC 1-13-1  Eligibility
4051AC 1-13-2  Basic disproportionate share payments

405 | AC 1-13-1 Eligibility
Authority: IC 12-15-21-1; |C 12-15-21-3
Affected: [1C 12-15-6

Sec. 1. (a) Eligibility for basic and enhanced dispro-
portionate share hospital paymentsfor hospital providers
that are not owned or operated by the state will be
determined using aprovider'sMedicaid inpatient utiliza-
tion rate and low income utilization rate based on utiliza-
tion and revenue datafromthe cost reporting period used
to determine that provider's eligibility for disproportion-
ate share payments as of July 1, 1992.

(b) Hospital providers that are owned or operated by
the state are eligible for disproportionate share hospital
payments for afiscal year if:

(1) for any portion of that fiscal year, the provider

meets the Hedlth Care Financing Administration's

conditions of participation for the Medicare program;

(2) for any portion of that fiscal year, the provider is

eligible for Medicaid payments;

(3) the hospital's low income utilization rate for that

fiscal year exceeds twenty-five percent (25%); and

(4) the hospital's M edicaid utilization rate exceeds one

percent (1%).

(Office of the Secretary of Family and Social Services,
405 IAC 1-13-1; filed Jan 27, 1994, 5:00 p.m.: 17 IR
1090; filed May 25, 1995, 3:00 p.m.: 18 IR 2409;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 |AC 1-13-2 Basic disproportionate share pay-

ments
Authority: 1C 12-15-21-1; | C 12-15-21-3
Affected: |1C 12-15-6

Sec. 2. () For purposes of determining the propor-
tional distribution to be made from the disproportionate
share pool for basic disproportionate share payments to
hospital providerseligible under section 1(a) of thisrule,
the provider'sutilization and revenue datashall befor the
same cost reporting period asin section 1(a) of thisrule.

(b) Basic disproportionate share distributionsfromthe
disproportionate share pool to hospital providerseligible
under section 1(b) of this rule shal be based on the
hospital's costs during the fiscal year for services fur-
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nished to individuals who are either of the following:
(1) Eligiblefor medical assistance under the state plan.
(2) Have no health insurance or other source of third
party coverage for services provided during the fiscal
year and whose personal resources are inadequate to
cover the cost of the services furnished. For purposes
of this subdivision, payments made to a hospital for
servicesprovided toindigent patientsmade by the state
or aunit of local government within the state shall not
be considered a source of third party payment.
(Office of the Secretary of Family and Social Services,
405 IAC 1-13-2; filed Jan 27, 1994, 5:00 p.m.: 17 IR
1090; filed May 25, 1995, 3:00 p.m.: 18 IR 2409;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

Rule 14. Rate-Setting Criteria for Nursing Facili-
ties (Repeal ed)

(Repealed by Office of the Secretary of Family and

Social Services; filed Dec 27, 1994, 3:45 p.m.: 18 IR

1260)

Rule 14.1. Rate-Setting Criteria for Nursing Fa-
cilities (Repealed)
(Repealed by Office of the Secretary of Family and
Social Services; filed May 30, 1997, 4:25 p.m.: 20 IR
2774)

Rule 14.2. Rate-Setting Criteria for Nursing Fa-
cilities (Voided)
NOTE: Voided by P.L.130-1998, SECTION 3, retroac-
tively effective July 1, 1997.

Rule 14.5. Rate-Setting Criteriafor HIV Nursing

Facilities
4051AC1-145-1  Policy; scope
4051AC 1-14.5-2  Définitions

4051AC 1-14.5-3  Accounting records; retention schedule;
audit trail; accrual basis; segregation of
accounts by nature of business and by
location

Financid report to office; annual sched-
ule; prescribed form; extensions; penalty
for untimely filing

New provider; initial financial report to
office; criteria for establishing initial
interim rates; supplemental report; base
rate setting

4051AC 1-14.5-4

405 1AC 1-14.5-5

4051AC 1-14.5-9

405 1AC 1-14.5-10

4051AC 1-14.5-11

405 1AC 1-14.5-12
405 1AC 1-14.5-13

405 1AC 1-14.5-14

4051AC1-14.5-15

405 1AC 1-14.5-16

4051AC1-14.5-17

405 1AC 1-14.5-18

4051AC1-14.5-19

4051AC1-14.5-20

4051AC 1-14.5-21

405 1AC 1-14.5-22

4051AC1-14.5-23

4051AC1-14.5-24

405 1AC 1-14.5-25
405 1AC 1-14.5-26

4051AC1-1451

Criterialimiting rate adjustment granted
by office

Computation of rate; allowable costs;
review of cost reasonableness
Allowable costs; services provided by
parties related to provider

Allowable costs; capital return factor
Allowable costs; capital return factor;
computation of usefee component; inter-
est; dlocation of loan to facilities and
parties

Allowable costs; capital return factor;
computation of return on equity compo-
nent

Allowablecosts; capital return factor; use
fee; depreciable life; property basis
Capital return factor; basis; historical
cost; mandatory record keeping; valua
tion

Capital returnfactor; basis; sale or capital
lease of facility; valuation; sale or lease
among family members

Unallowable costs; cost adjustments;
charity and courtesy alowances; dis-
counts; rebates; refunds of expenses
Allowablecosts; wages; costs of employ-
ment; record keeping; owner or related
party compensation

Allowablecosts; calculation of allowable
owner or related party compensation;
wages; salaries; fees; fringe benefits
Staffing costsin nursing facilities
Medical or nonmedical suppliesand
equipment

Nursing facilities providing intermediate
and skilled care; reimbursement for ther-
apy services

Nursing facilities providing intermediate
care and skilled care; allocation of inter-
mediate and skilled care costs
Administrative reconsideration; appeal
Nursing fecilities, separate add-on reim-
bursement for chronically medically
dependent peopl e infected by the human
immunodeficiency virus

405 |AC 1-14.5-1 Policy; scope
Authority: |IC 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2

Affected:

I1C 12-13-7-3; I1C 12-15; I C 24-4.6-1-101

Sec. 1. (@) Thisrule setsforth procedures for payment

405 1AC 1-14.5-6

405 |AC 1-14.5-7

4051AC1-14.5-8

Active providers; rate review; annud re-
quest; additiona requests; requests due to
change in law; requests concerning capita
return factor; computation of factor
Request for rate review; occupancy level
assumptions; effect of inflation
Limitationsor qualifications to Medicaid
reimbursement; advertising; vehiclebasis

for services rendered to Medicaid recipients by duly
certified nursing facilities (NF) that provide skilled and
intermediate nursing care for chronically medically
dependent people infected by the human immunodefi-
ciency virus (HIV). All payments referred to within this
rule for the provider group and levels of care are contin-
gent upon the following:
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(1) Proper and current certification.

(2) Compliance with applicable state and federal

statutes and regulations.

(b) The procedures described in this rule set forth
methods of reimbursement that promote quality of care,
efficiency, economy, and consistency. These procedures
recognize level and quality of care, establish effective
accountability over Medicaid expenditures, provide for
a regular review mechanism for rate changes, and
compensate providers for reasonable, allowable costs
which must be incurred by efficiently and economically
operated facilities. The system of payment outlined in
this rule is a prospective system. Cost limitations are
contained in thisrule which establish parameters regard-
ing the alowability of costs and define reasonable
allowable costs.

(c) Retroactive repayment will be required by provid-
erswhen an audit verifies overpayment due to discount-
ing, intentional misrepresentation, billing or payment
errors, or misstatement of historical financial or historical
statistical data which caused a higher rate than would
have been allowed had the data been true and accurate.
Upon discovery that aprovider hasreceived overpayment
of a Medicaid claim from the office, the provider must
complete the appropriate Medicaid billing adjustment
form and reimburse the office for the amount of the
overpayment, or the office shall make a retroactive
payment adjustment, as appropriate. (Office of the
Secretary of Family and Social Services; 405 IAC 1-
14.5-1; filed Aug 12, 1998, 2:32 p.m.. 22 IR 48;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 | AC 1-14.5-2 Definitions
Authority: 1C 12-8-6-5; |1C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 2. (a) Asusedinthisrule, “alowable per patient
day cost” means aratio between total allowable cost and
patient days.

(b) Asusedinthisrule, “annual or historical financial
report” refersto a presentation of financial data, includ-
ing appropriate supplemental data, and accompanying
notes, derived from accounting records and intended to
communicate the provider's economic resources or
obligations at a point in time, or changes therein for a
period of timein compliance with the reporting require-
ments of thisrule.

(c) Asusedinthisrule, the“Medicaid cost per patient
day” means the sum of the direct care, indirect care,
administrativeand capital component medianscal cul ated
in accordance with 405 IAC 1-14.3[sic.]. For providers
of skilled nursing carefor chronically medically depend-
ent persons infected with the human immunodeficiency
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virus (HIV), the Medicaid cost per patient day is calcu-
lated by adding:

(1) the product of the direct care median times a

Medicaid case mix level of 1.27;

(2) the indirect care median;

(3) the administrative median; and

(4) the capital component median.

For providersof intermediatenursing carefor chronically
medically dependent persons infected with the human
immunodeficiency virus (HIV), the Medicaid cost per
patient day is calculated by adding:

(1) the product of the direct care median times a

Medicaid case mix level of .69;

(2) the indirect care median;

(3) the administrative median; and

(4) the capital component median.

The Medicaid cost per patient day shall be computed on
a statewide basis and shall be maintained by the office
with revisions made four (4) times per year effective
April 1, July 1, October 1, and January 1.

(d) As used in this rule, “change of provider status’
means a bona fide sale or capital lease that, for reim-
bursement purposes, is recognized as creating a new
provider statusthat permitsthe establishment of aninitial
interim rate. Except as provided under section 17(f) of
this rule, the term includes only those transactions
negotiated at arm'slength between unrelated parties. The
termdoesnotincludeafacility leasetransaction that does
not constitute acapital lease under Financial Accounting
Standards Board Statement 13 asissued by the American
Institute of Certified Public Accountants in November
1976.

(e) Asusedinthisrule, “chronically medically depend-
ent” means a medical condition of a person who is
infected by the human immunodeficiency virus (HIV)
and has been certified by a physician as, because of the
HIV infection, requiring askilled or intermediateleve of
care as specified under 405 IAC 1-3-1 and 1-3-2 [sic,,
405 IAC 1-3-2].

(f) As used in this rule, “cost center” means a cost
category delineated by cost reporting forms prescribed by
the office.

(g) Asused inthisrule, “ debt” meansthe lesser of the
original loan balance at the time of acquisition and
original balances of other alowable loans or eighty
percent (80%) of theallowablehistorical cost of facilities
and equipment.

(h) Asusedinthisrule, “desk audit” meansareview of
awritten audit report and its supporting documents by a
qualified auditor, together with the auditor's written
findings and recommendations.

(i) As usad in this rule, “equity” means allowable
historical costs of facilities and equipment, less the
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unpaid balance of alowable debt at the provider's
reporting year end.

(i) Asused in thisrule, “field audit” means a formal
official verification and methodical examination and
review, including the final written report of the examina-
tion of original books of accounts by auditors.

(k) As used in this rule, “forms prescribed by the
office” means forms provided by the office or substitute
forms which have received prior written approval by the
office.

() Asusedinthisrule, “ general line personnel” means
management personnel above the department head level
who perform a policy making or supervisory function
impacting directly on the operation of the facility.

(m) Asused in thisrule, “generally accepted account-
ing principles” or “GAAP’ means those accounting
principles as established by the American Institute of
Certified Public Accountants.

(n) Asused inthisrule, “like levels of care” means:

(2) skilled care provided in anursing facility;

(2) intermediate care provided in a nursing facility;

(3) special skilled or intermediate services provided to

persons who are chronically medically dependent

because of HIV.

(0) As used in this rule, “medical and nonmedical
supplies and equipment” include those items generally
required to assure adequate medical care and personal
hygiene of patients by providers of like levels of care.

(p) Asused in thisrule, “office” means the office of
Medicaid policy and planning.

(q) Asusedinthisrule, “ ordinary patient related costs”
means costs of servicesand suppliesthat arenecessary in
delivery of patient care by similar providers within the
state.

(r) Asusedinthisrule, “ patient/recipient care” means
thoseMedicaid programservicesdeliveredtoaMedicaid
enrolled recipient by a certified Medicaid provider.

(s) As usad in this rule, “profit add-on” means an
additional payment to providersin addition to allowable
costs as an incentive for efficient and economical opera-
tion.

(t) Asused in thisrule, “reasonable allowable costs
means the price a prudent, cost conscious buyer would
pay a willing seller for goods or services in an arm's-
length transaction, not to exceed thelimitationsset out in
thisrule.

(u) As used in thisrule, “related party/organization”
meansthat the provider isassociated or affiliated with, or
has the ahility to control, or be controlled by, the organi-
zation furnishing the service, facilities, or supplies.

(v) Asusedinthisrule, “ special skilled or intermediate
services” meansmedical and health care servicesthat are
provided to apatient who is:

4051AC 1-14.5-3

(1) chronically medically dependent; and

(2) inneed of aleve of carethat islessintensive than

the care provided in a hospital licensed under IC 16-

10-1 [IC 16-10 was repealed by P.L.2-1993, SEC-

TION 209, effective April 30, 1993].

(w) As used in this rule, “unit of service” means al
patient care at the appropriate level of care included in
the established per diem rate required for the care of an
inpatient for one (1) day (twenty-four (24) hours).

(x) Asusedinthisrule, “ usefee” meansthereimburse-
ment provided to fully amortize both principal and
interest of allowable debt under thetermsand conditions
specified in this rule. (Office of the Secretary of Family
and Social Services; 405 IAC 1-14.5-2; filed Aug 12,
1998, 2:32 p.m.: 22 1R 49; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822)

405 IAC 1-14.5-3 Accounting records; retention
schedule; audit trail; accrual
basis; segregation of accounts
by nature of business and by

location
Authority: 1C 12-8-6-5; I1C 12-15-1-10; |C 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 3. (a) Generaly accepted accounting principles
shall be followed in the preparation and presentation of
all financia reports and al reports detailing proposed
change of provider status transactions unless otherwise
prescribed by thisrule.

(b) Each provider must maintain financial records for
aperiod of three (3) years after the date of submission of
financial reports to the office. The accrua basis of
accounting shall be used in all data submitted to the
office except for government operated providersthat are
otherwise required by law to use a cash system. The
provider'saccounting recordsmust establishan audit trail
from those records to the financia reports submitted to
the office.

(©) In the event that a field audit indicates that the
provider'srecords areinadequateto support data submit-
ted to the office and the auditor isunableto complete the
audit and issue an opinion, the provider shall begiven, in
writing, alist of the deficiencies and allowed sixty (60)
days from the date of receipt of this notice to correct the
deficiencies. In the event the deficiencies are not cor-
rected within the sixty (60) day period, the office shall
not grant any rate increase to the provider until the cited
deficiencies are corrected and notice is sent to the office
by the provider. However, the office may:

(2) makeappropriateadj ustmentsto the applicable cost

reports of the provider resulting from inadequate

records,
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(2) document such adjustmentsin afinalized exception

report; and

(3) incorporate such adjustments in prospective rate

calculations under section 1(d) of thisrule.

(d) Each provider shall submit, upon request, confir-
mation that all deficiencies and adjustments noted in the
field audit final written report have been corrected and
are not present in the current period annual financia
report. However, if deficiencies and adjustments are not
corrected, the office may make appropriate adjustments
to current and subsequent cost reports of the provider.

(e) If a provider has business enterprises other than
those reimbursed by Medicaid under this rule, the
revenues, expenses, and statistical and financial records
for such enterprises shall be clearly identifiable fromthe
records of the operations reimbursed by Medicaid. If a
field audit establishes that records are not maintained so
asto clearly identify Medicaid information, none of the
commingled costs shall be recognized as Medicaid
allowable costs and the provider's rate shall be adjusted
to reflect the disallowance effective as of the date of the
most recent rate change.

(f) When multiplefacilitiesor operationsare owned by
a single entity with a central office, the central office
records shall be maintained as a separate set of records
with costs and revenues separately identified and appro-
priately alocated to individual facilities. Each central
office entity shall file an annual or historical financia
report coincidental with the time period for any type of
rate review for any individual facility that receives any
central office alocation. Allocation of central office
costs shall be reasonable, conform to GAAP, and be
consistent between years. Any change of central office
allocation bases must be approved by the office prior to
the changes being implemented. Proposed changes in
allocation methods must be submitted to the office at
least ninety (90) days prior to the reporting period to which
the change applies. Such cogts are alowable only to the
extent that the centrd officeis providing services rdated to
patient careand the provider can demonstratethat the central
office costs improved efficiency, economy, and qudity of
recipient care. The burden of demonstrating that costs are
patient related lieswith the provider. (Office of the Secretary
of Family and Social Services; 4051AC 1-14.5-3; filed Aug
12,1998, 2:32 p.m.: 221R50; readopted filed Jun 27, 2001,
9:40am.: 241R3822)

405 |AC 1-14.5-4 Financial report to office; annual
schedule; prescribed form;
extensions, penalty for un-
timely filing

Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15
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Sec. 4. (d) Each provider shal submit an annual
financial report to the office not later than ninety (90)
days after the close of the provider's reporting year. The
annual financial report shall coincide with thefiscal year
used by the provider to report federal income taxes for
the operation unless the provider requests in writing that
adifferent reporting period be used. Such arequest shall
be submitted within sixty (60) days after the initial
certification of aprovider. This option may be exercised
only one (1) time by a provider. If a reporting period
other than thetax year is established, audit trail sbetween
the periods are required, including reconciliation state-
ments between the provider's records and the annual
financial report.

(b) The provider's annual financial report shall be
submitted using forms prescribed by the office. All data
elementsand required attachments shall be compl eted so
as to provide full financia disclosure and shall include
the following as a minimum:

(2) Patient census data.

(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expensesandall income, excluding

non-Medicaid routine income.

(5) Detail of fixed assets and patient related interest

bearing debt.

(6) Complete balance sheet data.

(7) Schedule of Medicaid and private pay chargesin

effect on the last day of the reporting period, and the

rate effective date as defined by this rule; private pay
charges shall be the lowest usual and ordinary charge.

(8) Certification by the provider that:

(A) thedataaretrue, accurate, related to patient care;
and

(B) expenses not related to patient care have been
clearly identified.

(9) Certification by the preparer, if different from the

provider, that the datawere compiled fromall informa-

tion provided to the preparer by the provider, and as
such are true and accurate to the best of the preparer's
knowledge.

(c) Extension of the ninety (90) day filing period shall
not be granted unless the provider substantiates to the
office circumstances that preclude a timely filing. Re-
guests for extensions shall be submitted to the office,
prior to the date due, with full and complete explanation
of thereasons an extension is necessary. The office shall
review the request for extension and notify the provider
of approva or disapproval within ten (10) days of
receipt. If the request for extension is disapproved, the
report shall be due twenty (20) days from the date of
receipt of the disapproval from the office.

(d) Failureto submit an annual financial report within
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the time limit required shall result in the following

actions:
(1) No rate review requests shall be accepted or acted
upon by the office until the delinquent report is re-
celved.
(2) When an annual financial report isthirty (30) days
past due and an extension has not been granted, the
rate then currently being paid to the provider shall be
reduced by ten percent (10%), effectiveonthefirst day
of the month following the thirtieth day the annual
financial report is past due, and shall so remain until
the first day of the month after the delinquent annual
financia report is received by the office. Reimburse-
ment lost because of the penalty cannot be recovered
by the provider.

(Office of the Secretary of Family and Social Services,

405 |AC 1-14.5-4; filed Aug 12, 1998, 2:32 p.m.: 22 IR

51; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 IAC 1-14.5-5 New provider; initial financial
report to office; criteria for
establishing initial interim
rates, supplemental report;

base rate setting
Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 5. (a) Rate requests to establish initial interim
rates for a new operation or a new type of certified
service, or for achange of provider status, shall be filed
by submitting an initial rate request to the office on or
before thirty (30) days after notification of the certifica-
tion date or establishment of anew service. Initial interim
rateswill be set at the greater of the prior provider'sthen
current rate, if applicable, or the fiftieth percentile rate.
Initial interim rates shall be effective upon certification
or the date that a service is established, whichever is
later. The fiftieth percentile shall be computed on a
statewide basisfor like levels of care using current rates
of al nursing facility providers. The fiftieth percentile
rate shall be maintained by the office, and arevision shall
be made to this rate four (4) times per year effective on
March 1, June 1, September 1, and December 1.

(b) The provider shall file a nine (9) month historical
financial report within sixty (60) days following the end
of the first nine (9) months of operation. The nine (9)
months of historical financial data shall be used to
determine the provider's baserate. The base rate shall be
effectivefromthefirst day of thetenth month of certified
operation until the next regularly scheduled annual
review. Anannual financial report need not be submitted
until the provider's first fiscal year end that occurs after
the rate effective date of a base rate. In determining the
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base rate, limitations and restrictions otherwise outlined
in this rule shall apply. For purposes of this subsection,
in determining the nine (9) months of the historical
financial report, if thefirst day of certificationfallson or
before the fifteenth day of a calendar month, then that
calendar month shall be considered the provider's first
month of operation. If the first day of certification falls
after the fifteenth day of a calendar month, then the
immediately succeeding calendar month shall be consid-
ered the provider's first month of operation.

(c) The provider's historical financial report shall be
submitted using forms prescribed by the office. All data
elementsand required attachments shall be compl eted so
as to provide full financial disclosure and shall include
the following as a minimum:

(2) Patient census data.

(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expensesand all income, excluding

non-Medicaid routine income.

(5) Detail of fixed assets and patient related interest

bearing debt.

(6) Complete balance sheet data.

(7) Schedule of Medicaid and private pay chargesin

effect on the last day of the reporting period, and the

rate effective date as defined by this rule; private pay
charges shall bethelowest usual and ordinary charge.

(8) Certification by the provider that:

(A) thedataaretrue, accurate, related to patient care;
and

(B) expenses not related to patient care have been
clearly identified.

(9) Certification by the preparer, if different from the

provider, that the datawere compiled fromall informa-

tion provided to the preparer, by the provider, and as
such are true and accurate to the best of the preparer's
knowledge.

(d) The base rate may be in effect for longer or shorter
than twelve (12) months. In such cases, the various applica
ble limitations shall be proportionately increased or de-
creased to cover the actual time frame, using atweve (12)
month period as the basis for the computation.

(e) Extension of the sixty (60) day filing period shall
not be granted unless the provider substantiates to the
office circumstances that preclude a timely filing. Re-
quests for extensions shall be submitted to the office,
prior to the date due, with full and complete explanation
of thereasons an extension is necessary. The office shall
review the request and notify the provider of approval or
disapproval within ten (10) days of receipt. If the exten-
sion is disapproved, the report shall be due twenty (20)
daysfromthe date of receipt of the disapproval fromthe
office.
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(f) If the provider failsto submit the nine (9) months of
historical financial datawithinninety (90) daysfollowing
the end of the first nine (9) months of operation, and an
extension has not been granted, the initial interim rate
shall be reduced by ten percent (10%), effective on the
first day of thetenth month after certification and shall so
remain until the first day of the month after the delin-
guent annual financial report is received by the office.
Reimbursement lost because of the penalty cannot be
recovered by the provider.

(g) Except as provided in section 17(f) of this rule,
neither an initial interim rate nor a base rate shall be
established for a provider whose change of provider
status was a related party transaction as established in
thisrule.

(h) The change of provider status shall be rescinded if
subsequent transactions by the provider cause a capital
lease to be reclassified as an operating lease under the
pronouncements adopted by the American Institute of
Certified Public Accountants. (Office of the Secretary of
Family and Social Services; 405 1AC 1-14.5-5; filed Aug
12, 1998, 2:32 p.m.: 22 IR 51; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

405 1AC 1-14.5-6 Active providers; ratereview;
annual request; additional
requests, requests due to
change in law; requests con-
cerning capital return factor;

computation of factor
Authority: IC 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 6. (8) As a norma practice, rates shall be re-
viewed once each year using the annual financial report
asthebasisof thereview. Therate effective date shall be
thefirst day of the fourth month following the provider's
reporting year end, provided the annual financial report
is submitted within ninety (90) days of the end of the
provider's reporting period.

(b) The office may consider changesin federal or state
law or regulation during a calendar year to determine
whether a significant rate increase is mandated. This
review will be considered separately by the office.

(c) When changes to historical costs meet the require-
ments of section 5 of thisrule, this section, and section 7
of this rule and amount to five percent (5%) or more of
the historical cost of the facilities and equipment as
reported on the most recent annual or historical report,
the provider may request arate review to establish anew
basisfor computation of the capital return factor portion
of the rate. The change in the capital return factor shall
be allowed subject to the difference between the capital
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return factor allowed before the change and the capital
return factor allowed after the change. The capital return
factor allowed after the change shall be computed using
minimum occupancy levels specified in section 7(b) of
this rule. (Office of the Secretary of Family and Social
Services; 405 IAC 1-14.5-6; filed Aug 12, 1998, 2:32
p.m.: 22 IR52; readopted filed Jun 27, 2001, 9:40 a.m.:
24 1R 3822)

405 IAC 1-14.5-7 Request for ratereview; occu-
pancy level assumptions; ef-
fect of inflation

Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 7. () Rate setting shall be prospective, based on
the provider'sannual or historical financial report for the
most recent completed year. In determining prospective
allowable costs, each provider'scost fromthe most recent
completed year will beadjusted for inflation by the office
using the methodol ogy in this subsection. All alowable
costs of the provider, except for mortgage interest on
facilities and equipment, depreciation on facilities and
equipment, rent or lease costs for facilities and equip-
ment, and working capital interest shall be increased for
inflation using the Health Care Financing Administra-
tion/Skilled Nursing Facility (HCFA/SNF) index as
published by DRI/McGraw-Hill. The inflation adjust-
ment shall apply from the midpoint of the annual or
historical financial report period to the midpoint of the
expected rate period.

(b) For nursing facilities, allowable costs per patient
day for certain fixed costs shall be determined based on
an occupancy level equal to the greater of ninety percent
(90%) effective with the effective date of this rule or
actual occupancy. The fixed costs subject to this mini-
mum occupancy level standard include the capital return
factor determinedin accordancewith sections 12 through
17 of this rule. (Office of the Secretary of Family and
Social Services; 405 IAC 1-14.5-7; filed Aug 12, 1998,
2:32 p.m.: 22 IR 53; readopted filed Jun 27, 2001, 9:40
a.m.: 24 IR 3822)

405 |AC 1-14.5-8 Limitations or qualificationsto
Medicaid reimbursement;
advertising; vehicle basis

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 8. (a) Advertising is not an allowable cost under
thisrule except for those advertising costsincurredinthe
recruitment of facility personnel necessary for compli-
ancewithfacility certification requirements. Advertising
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costs are not allowable in connection with public rela
tions or fundraising or to encourage patient utilization.
(b) Each facility and home office shall be allowed only
one (1) patient care-related automobile to be included in
the vehicle basis for purposes of cost reimbursement
under this rule. As used in this subsection, “vehicle
basis’ means the purchase price of the vehicle used for
facility or home office operation. If a portion of the use
of the vehicle is for personal purposes or for purposes
other than operation of the facility or home office, then
such portion of the cost must not be included in the
vehicle basis. Thefacility and home office are responsi-
ble for maintaining records to substantiate operational
and personal usefor one (1) allowable automaobile. This
limitation does not apply to vehicleswith agross vehicle
weight of morethan six thousand (6,000) pounds. (Office
of the Secretary of Family and Social Services; 405 |AC
1-14.5-8; filed Aug 12, 1998, 2:32 p.m.: 22 IR 53;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 |AC 1-14.5-9 Criteria limiting rate adjustment

granted by office
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 9. (@) The Medicaid reimbursement system is
based on recognition of the provider's allowable costs,
plusapotential profit add-on payment. The payment rate
issubject to several limitations. Rateswill be established
at the lowest of the four (4) limitationslisted asfollows:

(1) The Medicaid cost per patient day times one
hundred fifteen percent (115%). Thissubdivision does
not apply to private room rates.
(2) In no instance shall the approved Medicaid rate be
higher than therate paid to that provider by the general
public for the same type of services.
(3) Should therate calculations producearate higher than
the reimbursement rate requested by the provider, the
approved rate shal be the rate requested by the provider.
(4) Inflated allowable per patient day cost plus the
alowed profit add-on payment. The profit add-on is
equa to fifty percent (50%) of the difference (if
greater than zero (0)) between a provider's inflated
allowable per patient day cost, and one hundred ten
percent (110%) of the Medicaid cost per patient day,
calculated on a statewide basis. Under no circum-
stances shall a provider's profit add-on exceed ten
percent (10%) of the Medicaid cost per patient day,
calculated on a statewide basis.

(b) Theratefor private rooms and the rate for roomswith
three (3) beds or more shal be calculated using theratio or
percentage spread of the proposed private pay ratesfor those
types of beds times the rate for rooms with two (2) beds,

405|1AC1-145-11

subject to the other limitations of this section. (Office of the

Secretary of Family and Social Services; 4051AC 1-14.5-9;

filed Aug 12, 1998, 2:32 p.m.: 22 IR 53; readopted filed Jun

27,2001, 9:40 am.: 24 IR 3822)

4051AC 1-145-10 Computation of rate; allow-
able costs; review of cost

reasonableness
Authority: 1C 12-8-6-5; IC 12-15-1-10; |C 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 10. (a) Costs and revenues shall be reported as
required on the financial report forms. Patient care costs
shall be clearly identified.

(b) The provider shall report as patient care costs only
costs that have been incurred in the providing of patient
care services. The provider shall certify on al financia
reports that costs not related to patient care have been
separately identified on the financia report.

(¢) In determining reasonableness of costs, the office
may compare line items, cost centers, or total costs of
providers with like levels of care throughout the state.
The office may request satisfactory documentation from
providers whose costs do not appear to be accurate or
allowable.

(d) Indiana state taxes, including local taxes, shall be
considered an allowable cost. Federal income taxes are
not considered allowable costs. (Office of the Secretary
of Family and Social Services; 405 1AC 1-14.5-10; filed
Aug 12, 1998, 2:32 p.m.: 22 IR 53; readopted filed Jun
27,2001, 9:40 am.: 24 IR 3822)
4051AC 1-145-11  Allowablecosts; services pro-

vided by parties related

to provider
Authority: |C 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 11. (a) Costs applicableto services, facilities, and
supplies furnished to the provider by organizations
related to the provider by common ownership or control
may be included in the allowable cost in the unit of
service of the provider at the cost to the related organiza-
tion. However, such cost must not exceed the price of
comparable services, facilities, or suppliesthat could be
purchased elsewhere in an arm's-length transaction.

(b) Common ownership exists when an individual,
individuals, or any legal entity possesses ownership or
equity of at least five percent (5%) inthe provider aswell
astheinstitution or organization serving theprovider. An
individual isconsidered to own theinterest of immediate
family for the determination of percentage of ownership.
Thefollowing persons are considered immediate family:
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(1) Husband and wife.

(2) Natural parent, child, and sibling.

(3) Adopted child and adoptive parent.

(4) Stepparent, stepchild, stepsister, and stepbrother.

(5) Father-in-law, mother-in-law, sister-in-law,

brother-in-law, son-in-law, and daughter-in-law.

(6) Grandparent and grandchild.

(c) Control exists where an individual or an organiza-
tion has the power, directly or indirectly, to influence or
direct the actions or policies of an organization or
institution, whether or not actually exercised.

(d) Transactionsbetweenrel ated partiesarenot considered
to have arisen through arm'slength negotiations. Costs
applicableto services, facilities, and suppliesfurnished to a
provider by related parties shdl not exceed the lower of the
cost to therelated party, or the price of comparable services,
facilities, or supplies purchased elsewhere. An exception to
this subsection may be granted by the office if requested in
writing by the provider before the rate effective date of the
review to which the exception isto apply.

(e) The office shall grant an exception when arelated
organization meets all of the following conditions:

(1) The supplying organization is abonafide separate
organization.
(2) A sufficient part of the supplying organization's
business activity is transacted with other than the
provider and organizations related to the supplier in
common ownership or control, and there is an open
competitive market for the type of services, facilities,
or supplies furnished by the organization.

(3) Theservices, supplies, or facilitiesarethose which

commonly are obtained by institutions, such as the

provider, from other organizations and are not abasic
element of patient care ordinarily furnished directly to
patients by such institutions.

(4) Thechargeto the provider isinlinewith the charge

for such services, facilities, or supplies in the open

market and no more than the charge made under
comparable circumstances to others by the organiza-
tion for such services, facilities, or supplies.
(Office of the Secretary of Family and Social Services,
4051AC 1-14.5-11; filed Aug 12, 1998, 2:32 p.m.: 22IR
54; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-145-12  Allowable costs; capital re-

turn factor
Authority: 1C 12-8-6-5; |1C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 12. (@) Providers shall be reimbursed for the use
of facilities and equipment, regardiess of whether they are
owned or leased, by means of a capita return factor. The
capita return factor shall be composed of ause feeto cover

SECRETARY OF FAMILY AND SOCIAL SERVICES 64

the use of facilities, land, and equipment, and a return on
equity. Such reimbursement shall beinlieu of thecostsof al
depreciation, interest, lease, rent, or other consideration paid
for the use of property. This includes al centrd office
facilitiesand equipment whose patient care-rel ated deprecia-
tion, interest, or lease expenseis dlocated to the facility.

(b) The capital return factor portion of the established
rate is the sum of the allowed use fee, return on equity,
and rent payments.

(c) Allowablepatient care-related rent, |ease payments,
andfair rental valueof property used through contractual
arrangement shall be subjected to limitations of the
capital return factor as described in this section. (Office
of the Secretary of Family and Social Services; 405 1AC
1-14.5-12; filed Aug 12, 1998, 2:32 p.m.: 22 IR 54;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.5-13  Allowable costs; capital return

factor; computation of use
fee component; interest;
allocation of loan to facili-
tiesand parties
Authority: |1C 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 13. () The use fee limitation is based on the
following:

(1) The assumption that facilities and equipment are

prudently acquired and financed.

(2) Providers will obtain independent financing in

accordance with a sound financial plan.

(3) Owner capital will be used for the balance of

capital requirements.

(b) The amortization period to be used in computing the
usefeeshall bethegreater of twenty (20) years or the actual
amortization period for the facility and for facilities and
equipment where a single lending arrangement covers both.
Where equipment is specificaly financed by means of a
separatel ending arrangement, aminimumof seven (7) years
shdl be the amortization period. Provided, however, that a
mortgage existing on April 1, 1983, has a fully amortizing
life of lessthan twenty (20) years, the use fee will be cacu-
lated usingtheactud lifeof thelending arrangement, but not
lessthan twelve (12) years.

(c) The use fee component of the capital return factor
shall be limited by the lesser of

(2) theoriginal loan balance at the time of acquisition;

(2) eighty percent (80%) of historical cost of the

facilities and equipment; or

(3) eighty percent (80%) of the maximum alowable

property basis at the time of the acquisition plus one-half

(%) of the difference between that amount and the maxi-

mum property basis per bed on the rate effective date.
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(d) The maximum interest rate allowed in computing
the use fee shall not exceed one and one-half percent
(1.5%) above the United States Treasury bond, ten (10)
year amortization, constant maturity rate plus three
percent (3%), rounded to the nearest one-half percent
(.5%) or the actual interest rate, whichever is lower. For
property financing with afixed interest rate, the date that
the financing commitment was signed by the lender and
borrower shall bethe date upon which the allowablerate
shall be determined. For property financing with a
variable interest rate, the allowable interest rate shall be
determined each year at the provider’s report year end.

(e) The use fee determined under this section shall be
subject to the limitations under section 15(b) of thisrule.

(f) Refinancing of mortgages shdl be amortized over the
amortization period of therefinancing; however, theamorti-
zation period for the refinanced mortgage shal not be less
than twenty (20) years. Refinancing arrangementsshal only
be recognized when theinterest rate isless than the original
financing, and theinterest rate on therefinancing shall not be
dlowable in excess of the interest rate limit established on
the date the refinancing commitment was signed and the
interest rate fixed by the lender and borrower.

(g) Variable interest debt will be recognized for the
purpose of calculation of the use feeif the variable rate
isafunction of an arrangement entered into and incorpo-
rated in the lending arrangement at the time of the
acquisition of the facility or as part of an allowable
refinancing arrangement under subsection (f).

(h) Interest costs on borrowed funds used to construct
facilities or enlarge existing facilitieswhich areincurred
during the period of construction shall be capitalized as
part of the cost of the facility or addition.

(i) Interest costs on operating | oans each reporting period
shdl belimited to interest costs of principa amountsthat do
not exceed avaue equa to two (2) months of actua reve-
nues. Interest on such loans shdl only be recognized if the
provider can demonstrate that such loans were reasonable
and necessary in providing patient related services. Working
capital interest must be reduced by investment income.
Working capitd interest is an operating cost and will not be
included in calculating the usefee.

(i) Loans covering more than one (1) facility or asset
shall apply to the several facilities or assets acquired in
proportion to the cost that each item bears to the total
cost. Accordingly, if any building or asset covered by the
loan is used for purposes other than patient care, the use
fee applicable to such assets will be determined based
upon its proportionate share of the total asset cost.

(k) Loans from a related party must be identified and
reported separately on the annual or historical financial
report. Such loans shall be allowable if they meet all
other requirements, the interest does not exceed the rate
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availablein the open market, and such loansarerepaidin
accordance with an established repayment schedule.
() Usefeefor variableinterest rate mortgages will be
calculated as follows:
(1) Recalculatethe usefeefor thereporting year based
upontheprovider’ saverageactual rate of interest paid.
(2) Compare the use fee allowed in the reporting year
and therecal culated usefeeand determinethe variance
(amount by which the amount allowed in the prior rate
case exceeded or was less than the amount earned
under the recalculation in subdivision (1)).
(3) Calculate the prospective use fee based upon the
interest rate in effect at the end of the provider's
reporting year.
(4) The use fee on the prospective rate is the amount
determined in subdivision (3) plus or minus the vari-
ancein subdivision (2).
(Office of the Secretary of Family and Social Services,
405 |AC 1-14.5-13; filed Aug 12, 1998, 2:32 p.m.: 221R
55; filed Sep 1, 2000, 2:10 p.m.: 24 IR 19; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Dec 3,
2002, 3:15 p.m.: 26 IR 1080)
4051AC 1-14.5-14  Allowable costs; capital return
factor; computation of re-

turn on equity component
Authority: 1C 12-8-6-5; IC 12-15-1-10; |C 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 14. (a) For aprovider with an initial interim rate
resulting from:

(1) achange of provider status; or

(2) anew operation;
before the effective date of this rule, the return on equity
shdl be computed on the higher of twenty percent (20%) of
the alowable historical cost of facilities and equipment, or
actua equity in alowable facilities and equipment. Allow-
ablehigtorica cost of facilitiesand equipment isthelesser of
the provider’s actua historical cost of facilities and equip-
ment or themaximumallowabl e property basisa thetime of
the acquisition plus one-half (%) of the difference between
that amount and the maximum alowabl e property basis per
bed on the rate effective date.

(b) For aprovider with an initial interim rate resulting
from:

(1) achange of provider status; or

(2) anew operation;
on or after the effective date of this rule, the return on
equity shall be computed on the actual equity in allow-
ablefacilities and equipment up to a maximum of eighty
percent (80%) of allowable historical cost of facilities
and equipment.

(c) The return on equity factor shall be equal to the
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interest rate used in computing the use fee plus one
percent (1%), or one percent (1%) below the United
States Treasury bond, ten (10) year amortization, con-
stant maturity rate on thelast day of the reporting period,
plus three percent (3%), whichever is higher.

(d) Thereturn on equity determined under this section
shall be subject to the limitations under section 15(b) of
this rule. (Office of the Secretary of Family and Social
Services; 405 1AC 1-14.5-14; filed Aug 12, 1998, 2:32
p.m.: 22 IR 56; filed Sep 1, 2000, 2:10 p.m.: 24 IR 20;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
filed Dec 3, 2002, 3:15 p.m.: 26 IR 1081)
4051AC 1-14.5-15  Allowable cogs, capital return

factor; usefee; depreciable

life; property basis
Authority: IC 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 15. (a) The following is a schedule of allowable
use fee lives by property category:

Property Basis Use FeeLife
Land 20 years
Land improvements 20 years
Buildings and building components 20 years
Building improvements 20 years
Movable equipment 7 years
Vehicles 7 years

The maximum property basis per bed at the time of
acquisition shall be in accordance with the following
schedule:

Acquisition Date  Maximum Property Basis Per Bed

7/1176 $12,650
41177 $13,255
10/1/77 $13,695
4/1/78 $14,080
10/1/78 $14,630
4/1/79 $15,290
10/1/79 $16,115
4/1/80 $16,610
10/1/80 $17,490
4/1/81 $18,370
10/1/81 $19,140
4/1/82 $19,690
9/1/82 $20,000
3/1/83 $20,100
9/1/83 $20,600
3/1/84 $20,600
9/1/84 $21,200
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3/1/85 $21,200
9/1/85 $21,200
3/1/86 $21,400
9/1/86 $21,500
3/1/87 $21,900
9/1/87 $22,400
3/1/88 $22,600
9/1/88 $23,000
3/1/89 $23,100
9/1/89 $23,300
3/1/90 $23,600
9/1/90 $23,900
3/1/91 $24,500
9/1/91 $24,700
3/1/92 $24,900
9/1/92 $25,300
3/1/93 $25,400
9/1/93 $25,700
3/1/94 $26,000
9/1/94 $26,300
3/1/95 $26,500
9/1/95 $27,300
3/1/96 $27,700
9/1/96 $28,000
3197 $28,300
9/1/97 $28,600

Thescheduleshall be updated semiannually, effectiveon
March 1 and September 1 by the office, and rounded to
the nearest one hundred dollars ($100) based on the
change in the R.S. Means Construction Index.

(b) The capita return factor portion of a rate that
becomes effective after the acquisition date of an asset
shall be limited to the maximum capital return factor
which shall be calculated as follows:

(1) The usefee portion of the maximum capital return

factor is calculated based on:

(A) the maximum property basis per bed at the time
of acquisition of each bed, plus one-haf (%) of the
difference between that amount and the maximum
property basisper bed at therate effective datetimes
eighty percent (80%);

(B) the term is determined per bed at the time of
acquisition of each bed and is twenty (20) years for
beds acquired on or after April 1, 1983, and twelve
(12) yearsfor beds acquired before April 1, 1983; and
(C) the alowable interest rate is the United States
Treasury bond, ten (10) year amortization, constant
maturity rate plusthree percent (3%), rounded to the
nearest one-half percent (.5%) plusoneand one-half
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percent (1.5%) at the earlier of the acquisition date
of the beds or the commitment date of the attendant
permanent financing.

(2) The equity portion of the maximum capital return

factor is calculated based on:

(A) theallowable equity asestablished under section
14 of thisrule; and

(B) arateof return on equity that isthegrester of United
States Treasury bond, ten (10) year amortization,
constant maturity rate plusthree percent (3%), rounded
to the nearest one-hdf percent (.5%) on the last day of
the reporting period minus one percent (1%), or the
weighted average of the United States Treasury bond,
ten (10) year amortization, constant maturity rate plus
three percent (3%), rounded to the nearest one-half
percent (.5%) plusone percent (1%) at the earlier of the
acquisition date of the beds or the commitment date of
the attendant permanent financing.

(c) For facilities with a change of provider status, the
alowablecapital returnfactor of thebuyer/lesseeshdl beno
greater than the capital return factor that the sdller/lessor
would havereceived onthedate of thetransaction, increased
by one-hdf (¥2) of the percentage increase (as measured
from the date of acquisition/lease commitment date by the
sdller/lessor to the date of the change in provider status) in
the Consumer Pricelndex for All Urban Consumers(CPI-U)
(United States city average). Any additiond alowed capital
expendituresincurred by the buyer/lessee shdl betreated in
the same manner as if the sdler/lessor had incurred the
additional capital expenditures.

(d) The following costs which are attributable to the
negotiation or settlement of the sale or purchase of any
capital asset (by acquisition or merger) for which any
payment has been previously made under the Indiana
Medicaid program shall not be recognized as an allow-
able cost:

(1) Legal fees.

(2) Accounting and administrative costs.

(3) Travel costs.

(4) The costs of feasibility studies.

(Office of the Secretary of Family and Social Services,

4051AC 1-14.5-15; filed Aug 12, 1998, 2:32 p.m.: 22IR

56; filed Sep 1, 2000, 2:10 p.m.: 24 IR 20; readopted

filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Dec 3,

2002, 3:15 p.m.: 26 IR 1081)

4051AC 1-14.5-16  Capital return factor; bass;
historical cost; mandatory

record keeping; valuation
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 16. (a) The basisused in computing the capital return
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factor shdl bethe historical cost of al assetsused to deliver
patient related services, provided the following:

(1) They arein use.

(2) They are identifiable to patient care.

(3) They are available for physical inspection.

(4) They are recorded in provider records.

If an asset does not meet all of the requirements pre-
scribed in this section, the cost shall not be included in
computing the capital return factor.

(b) The provider shall maintain detailed property
schedules to provide a permanent record of all historical
costs and balances of facilities and equipment. Summa-
ries of such schedules shall be submitted with each
annual or historical financial report, and the complete
schedule shall be submitted to the office upon request.

(c) Assets used in computing the capital return factor
shall include only items currently used in providing
services customarily provided to patients.

(d) When an asset is acquired by trading one (1) asset
for another, or abetterment or improvement is acquired,
the cost of the newly acquired asset, betterment, or
improvement shall be added to the appropriate property
category. All of the historical cost of the traded asset or
replaced betterment or improvement shall be removed
from the property category in which it was included.

(e) If asingle asset or collection of like assetsacquired
in quantity, including permanent betterment or improve-
ments, has at the time of acquisition an estimated useful
life of at least three (3) yearsand an [sic., a] historica
cost of at least five hundred dollars ($500), the cost shall
beincluded in the property basisfor the approved useful
life of the asset. Items that do not qualify under this
subsection shall be expensed in the year acquired.

(f) The property basis of donated assets, except for
donations between providers or rdated parties, shdl be the
fair market value defined asthe price aprudent buyer would
pay asdler in an arm's-length sde, or, if over two thousand
dollars($2,000), theapprai sed va ue, whichever islower. An
asset is consdered donated when the provider acquiresthe
asset without making any payment for it intheform of cash,
property, or services. If the provider and the donor are
related parties, the net book value of the asset to the donor
shall be the basis, not to exceed fair market value. Cash
donationsshall betreated asrevenueitemsand not asoffsets
to expense accounts. (Office of the Secretary of Family and
Social Services, 405 IAC 1-14.5-16; filed Aug 12, 1998,
2:32 pm.: 22 IR 57; readopted filed Jun 27, 2001, 9:40
am.: 241R3822)
4051AC 1-14.5-17  Capital return factor; basis;

saleor capital leaseof facil-
ity; valuation; saleor lease

among family members
Authority: |C 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15
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Sec. 17. (a) If afacility is sold or leased within eight
(8) years of the seller's/lessor's acquisition date, and this
transaction is recognized as a change of provider status,
the buyer's/lessee's property basis in facilities and
equipment shall be the seller'slessor's historical cost
basi splusone percent (1%b) of the difference betweenthe
purchase price, or appraised value if lower, and the
seller's/lessor's historical cost basis for each month the
seller/lessor has owned/leased the property.

(b) Leases shall be subject to the following purchase
equivalency test based on the maximum capital return
factor. The provider shall supply sufficient information
to the office so as to determine the terms and conditions
of a purchase that would be equivalent to the lease
agreement. Suchinformation shall includethefollowing:

(1) Property basis and fair market value on theinitial

lease effective date.

(2) Inception date of the initial agreement between

lessee and lessor.

(3) Imputed or stated interest rate.

(4) Duration of payments.

(5) Renewal options.

Such purchase equivalency termsand conditions shall be
utilized to calculate the capital return factor asif it were
apurchase. Theprovisionsof section 15(c) through 15(d)
of thisrule shall apply. The lease payments determined
under thissection shall be subject to thelimitationsunder
section 15(b) of thisrule.

(c) Where the imputed or stated interest rate is a
variable rate, it shall be recognized provided the rate is
reasonable and only if such arrangement was incorpo-
rated into the |ease agreement at the time of acquisition.

(d) All leases, rental agreements, and contractsinvolv-
ing the use of property shall be subject to the same
limitationsasownersof property. Theusefeecalculation
for variable rate leases will be calculated in the same
manner as that set forth in section 13(k) of thisrule. In
no event shall the capital return factor be greater than the
actual lease payment.

(e) If aprovider rents, leases, or purchasesfacilities or
equipment from arelated party, the historical cost to the
related party, not to exceed fair market value, shall be
utilized in computing the capital return factor except as
described in thissection for the sale of facilities between
family members.

(f) Thesaleof facilities between family members shall
be eligible for consideration as a change of provider
statustransactionif all of thefollowing requirementsare
met:

(1) Thereis no spousal relationship between parties.

(2) The following persons are considered family

members:

(A) Natura parent, child, and sibling.
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(B) Adopted child and adoptive parent.

(C) Stepparent, stepchild, stepsister, and stepbrother.
(D) Father-in-law, mother-in-law, sister-in-law,
brother-in-law, son-in-law, and daughter-in-law.
(E) Grandparent and grandchild.

(3) The provider can demonstrate to the satisfaction of

the office that the primary business purpose for the

sale is other than increasing the established rate.

(4) The transfer is recognized and reported by all

parties as a sale for federal income tax purposes.

(5) The sdller is not associated with the facility in any

way after the sale other than as a passive creditor.

(6) The buyer is actively engaged in the operation of

thefacility after thesalewith earningsfromthefacility

accruingto at least one (1) principal buyer primarily as
salaries or self-employment income and not as leases,
rents, or other passive income.

(7) This family sale exception has not been utilized

during the previous eight (8) years on this facility.

(8) None of the entities involved is a publicly held

corporation as defined by the Securities and Exchange

Commission.

(9) If any of theentitiesinvolved are corporations, they

must befamily owned corporations, wheremembersof

the same family control the corporations through
ownership of fifty percent (50%) or more of thevoting
stock.

(9) Inorder toestablishan[sic., a] historical cost basis
in the sale of facilities between family members, the
buyer shall obtain a Member Appraiser Institute (MAI)
appraisal, which appraisal is subject to the approval of
the office. The appraisal shall be done within ninety (90)
days of the date of the sale. The historical cost basis shall
be the lower of the historical cost basis of the buyer or
ninety percent (90%) of the MAI appraisal of facilities
and equipment.

(h) If the conditions of this section are met, the cost
basis and financing arrangements of the facility shall be
recognized for the purpose of computing the capital
return factor in accordance with thisrule for abonafide
sale arising from an arm's-length transaction.

(i) If alease of facilities between family members
under subsection (f)(2) qualifies as a capitalized lease
under guidelines established by the American I nstitute of
Certified Public Accountants, the transaction shall be
treated as a sal e of facilities between family membersfor
purposes of determining the basis, cost, and valuation of
the buyer's capital return factor component of the
Medicaid rate. (Office of the Secretary of Family and
Social Services; 405 |AC 1-14.5-17; filed Aug 12, 1998,
2:32 p.m.: 22 IR 58; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822)
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4051AC 1-145-18 Unallowable costs; cost ad-
justments; charity and
courtesy allowances; dis-
counts; rebates; refunds

of expenses
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 18. (a) Charity, courtesy allowances, discounts,
refunds, rebates, and other similar items granted by a
provider shall not be included in allowable costs. Bad
debts incurred by a provider shall not be an allowable
Cost.

(b) Payments that must be reported on the annual or
historical financia report form that are received by a
provider, an owner, or other official of aprovider in any
formfromavendor shall be considered areduction of the
provider's costs for the goods or services from that
vendor.

(c) The cost of goods or services sold to nonpatients
shall be offset against the total cost of such service to
determine the allowable patient related expenses. If the
provider has not determined the cost of such items, the
revenue generated from such sales shall be used to offset
thetotal cost of such services. (Office of the Secretary of
Family and Social Services; 405 IAC 1-14.5-18; filed
Aug 12, 1998, 2:32 p.m.: 22 IR 59; readopted filed Jun
27,2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.5-19  Allowable costs; wages, costs

of employment; record
keeping; owner or related

party compensation
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 19. (a) Reasonable compensation of individuals
employed by a provider is an allowable cost, provided
such employees are engaged in patient care-related
functions and that compensation amounts are reasonable
and allowable under this section and sections 20 through
26 of thisrule.

(b) The provider shal report on the financia report
form, in the manner prescribed using the forms pre-
scribed by the office, all patient related staff costs and
hours incurred to perform the function for which the
provider was certified. Both total compensation and total
hours worked shall be reported. Staffing limitations to
determine Medicaid alowable cost shall be based on
hours worked by personnel. If a service is performed
through a contractual agreement, imputed hours for
contracted services shall be reported. Hours for laundry
and therapy services in nursing facilities, whether paid
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in-house or contracted, shall not be included in calculat-
ing the staffing limitation, but shall be reported on the
financial report form using the forms or in the format
prescribed by the office.

(c) Payroll records shall be maintained by the provider to
substantiate the staffing costs reported to the office. The
records shall indicate each employee's classification, hours
worked, rate of pay, and the department or functional areato
which the employeewas assigned and actually worked. If an
employee performs duties in more than one (1) department
or functiona area, the payroll records shall indicatethetime
allocations to the various assignments.

(d) When an owner or related party work assignment
is at or below a department head level, the hours and
compensation shall be included in the staffing hours
reported using the forms prescribed by the office. Such
hours and compensation must be reported separately and
so identified. Compensation paid to owners or related
parties for performing such duties shall be subject to the
total staffinglimitationsand allowed if the compensation
paid to owner/related parties does not exceed the price
paid in the open market to obtain such services by
nonowners or nonrelated parties. Such compensation to
owner/related parties is not subject to the limitation
found in section 20 of this rule. (Office of the Secretary
of Family and Social Services; 405 1AC 1-14.5-19; filed
Aug 12, 1998, 2:32 p.m.: 22 IR 59; readopted filed Jun
27,2001, 9:40 am.: 24 IR 3822)
4051AC 1-145-20  Allowable costs; calculation

of allowable owner or

related party compensa-

tion; wages, salaries,

fees; fringe benefits
Authority: |1C 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 20. (@) Compensation for owner, related party,
management, consultants who perform management
functions, or any individua or entity rendering services
above the department head level shall be subject to the
annual limitations described in this section. All compen-
sation received by the parties as described in this subsec-
tion shall be reported and separately identified on the
financial report form even though such payment may
exceed the limitations. This compensation is alowed to
cover costsfor al administrative, policy making, decision
making, and other management functions above the
department head level. Thisincludeswages, salaries, and
fees for owner, administrator, assistant administrator,
management, contractors, and consultants who actually
perform management functions as well as any other
individual or entity performing such tasks.
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(b) The maximum amount of owner, related party,
management compensation for the parties identified in
subsection (a) shall be the lesser of the amount under
subsection (d), as updated by the officeon July 1 of each
year based on the average rate of change of the most
recent twelve (12) quartersof the GrossNational Product
Implicit Price Deflator, or the amount of patient related
wages, salaries, or feesactually paid or withdrawnwhich
were properly reported to the federal Internal Revenue
Service as wages, salaries, fringe benefits, expenses, or
fees. If liabilities are established, they shall be paid
within seventy-five (75) days after the end of the ac-
counting period or such costs shall be disallowed.

(c) In addition to wages, salaries, and fees paid to
owners under subsection (b), the office will alow up to
twelve percent (12%) of the appropriate schedule for
fringe benefits, business expenses charged to an opera-
tion, and other assets actually withdrawn that are patient
related. These expenses include fringe benefits that do
not meet nondiscriminatory requirements of the Internal
Revenue Code, entertainment, travel, or continuing
education. Other assets actually withdrawn include only
those items that were actually accrued and subsequently
paid during the cost reporting period in which personal
services were rendered and reported to the federal
Internal Revenue Service asfringe benefits, expenses, or
fees. If liabilities are established, they shall be paid
within seventy-five (75) days after the end of the ac-
counting period or such costs shall be disallowed.

(d) Theowner, related party, and management compen-
sation and expenselimitation per operation effective July
1, 1997, shall be asfollows:

Owner and Management

Compensation Owner’s Expense
Beds Allowance (12% x Bed Allowance)
10 $22,500 $2,700
20 $30,019 $3,602
30 $37,513 $4,502
40 $44,998 $5,400
50 $52,517 $6,302
60 $57,019 $6,842
70 $61,524 $7,383
80 $66,023 $7,923
90 $70,510 $8,461
100 $75,013 $9,002
110 $81,046 $9,726
120 $87,037 $10,444
130 $93,066 $11,168
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140 $99,040 $11,885

150 $105,052 $12,606

160 $111,040 $13,325

170 $117,054 $14,046

180 $123,048 $14,766

190 $129,058 $15,487

200 $135,050 $16,206
200and  $135,050 + $16,206 +
over $250/bed over $30/bed over 200

200

This subsection applies to each provider of a certified
Medicaid operation. The unused portions of the allow-
ance for one (1) operation shall not be carried over to
other operations. (Office of the Secretary of Family and
Social Services; 405 |AC 1-14.5-20; filed Aug 12, 1998,
2:32 p.m.: 22 IR 59; readopted filed Jun 27, 2001, 9:40
a.m.: 24 IR 3822)
405|1AC1-145-21  Staffingcostsin nursing facil-
ities
Authority: 1C 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 1215

Sec. 21. Subject to the exclusions specified in section
19(b) of thisrule, recognition of the costsrelated to total
staffing requirements will be limited to five and one-half
(5¥2) hours worked per patient day in nursing facilities
providing skilled care and four and one-fourth (4%4)
hoursworked per patient day in nursing facilities provid-
ing intermediate care. Hours worked exclude vacation,
sick, and holiday pay. (Office of the Secretary of Family
and Social Services; 405 IAC 1-14.5-21; filed Aug 12,
1998, 2:32 p.m.: 22 IR 60; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822)
4051AC 1-145-22 Medical or nonmedical sup-

plies and equipment
Authority: |1C 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 22. The approved per diem ratein nursing facili-
ties includes the cost of both medical and nonmedical
supply items, and the provider shall not bill the Medicaid
programfor such itemsin additionto the established rate.
Under no circumstances shall medical or nonmedical
supplies and equipment be billed through a pharmacy or
other provider. (Office of the Secretary of Family and
Social Services; 405 |AC 1-14.5-22; filed Aug 12, 1998,
2:32 p.m.: 22 IR 60; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822)
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4051AC 1-14.5-23  Nursing facilities providing
intermediate and skilled
care; reimbursement for

therapy services
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 23. (a) Therapy services provided to Medicaid
recipients by nursing facilities providing intermediate
care or skilled care are to be included in the established
rate. Under no circumstances shall therapies be billed to
Medicaid through any provider. Services which may be
reported in the cost report used to determine the estab-
lished rate include the following:

(1) Audiology.

(2) Physical therapy.

(3) Speech therapy.

(4) Occupational therapy.

(5) Respiratory therapy.

All such services shall be provided and reimbursed only
if they meet the conditions as prescribed in the Indiana
Medicaid provider manual for nursingfacilitiesproviding
intermediate care or skilled care.

(b) A nursing facility providing intermediate care or
skilled care may el ect to providetherapy servicesif either
of the following conditions are met:

(1) Thefacility employslicensed/certified therapistsas

members of its staff.

(2) Thefacility has a contract with alicensed/certified

therapist or therapy agency to provide services to

residents of the facility.
(Office of the Secretary of Family and Social Services,
405 |AC 1-14.5-23; filed Aug 12, 1998, 2:32 p.m.: 22 IR
60; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.5-24  Nursing facilities providing
intermediate care and
skilled care; allocation of
intermediate and skilled

car e costs
Authority: 1C 12-8-6-5; |C 12-15-1-10; I1C 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 24. (4) The detailed basis for alocation of ex-
penses between different levels of care and special
services (HIV) in afacility shall remain a prerogative of
the provider as long as the basis is reasonable and
consistent between accounting periods.

(b) However, the following relationships shall be
followed:

(1) Reported expenses and patient censusinformation

must be for the same reporting period.

(2) Nursing salary allocations must be on the basis of
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nursing hours worked and must be for the reporting
period except when specific identification is used
based on the actual salaries paid for the reporting
period.
(3) Any changein the allocations must be approved by
the department prior to the changes being imple-
mented. Proposed changesin all ocation methods must
be submitted to the department for approval at least
ninety (90) days prior to the provider's reporting year
end. If a change in alocation basis has not been
approved by the department, the provider shall not
submit cost reports using a new alocation basis.
(4) The dlocation basis for the capital return factor
calculated under sections 12 through 17 of this rule
shall be patient days, unless a different allocation
methodol ogy was approved prior to October 1, 1990,
and the provider has not changed the number of beds
in either level of care since October 1, 1990. In those
instances, the previously approved allocation method-
ology may be continued.

(Office of the Secretary of Family and Social Services,

405 1AC 1-14.5-24; filed Aug 12, 1998, 2:32 p.m.: 22IR

61; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-145-25 Administrative reconsidera-

tion; appeal
Authority: 1C 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: 1C 4-21.5-3; IC 12-13-7-3; IC 12-15

Sec. 25. () The Medicaid rate-setting contractor shall
notify each provider of the provider's rate after such rate
has been computed. If the provider disagrees with the
rate determination, the provider must request an adminis-
trative reconsideration by the Medicaid rate-setting
contractor. Such reconsideration request shall be in
writing and shall contain specific issues to be reconsid-
ered and the rationale for the provider's position. The
request shall be signed by the provider or the authorized
representative of the provider and must be received by
the contractor within forty-five (45) days after release of
the rate computed by the Medicaid rate-setting contrac-
tor. Upon receipt of the request for reconsideration, the
Medicaid rate-setting contractor shall evaluate the data.
After review, the Medicaid rate-setting contractor may
amend the rate, amend the challenged procedure or
determination, or affirm the original decision. The
Medicaid rate-setting contractor shall thereafter notify
the provider of itsfinal decision inwriting, within forty-
five (45) days of the Medicaid rate-setting contractor's
receipt of the request for reconsideration. In the event
that a timely response is not made by the rate-setting
contractor to the provider's reconsideration reguest, the
request shall be deemed denied and the provider may
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pursue its administrative remedies as set out in subsec-
tion (c).

(b) If the provider disagreeswith arateredetermination
resulting from an audit adjustment or reportable condi-
tion affecting arate, the provider must request an admin-
istrativereconsiderationfromthe M edicaid audit contrac-
tor. Such reconsideration request shall bein writing and
shall contain specific issues to be considered and the
rationale for the provider's position. The request shall be
signed by the provider or authorized representative of the
provider and must be received by the Medicaid audit
contractor within forty-five (45) days after release of the
rate computed by the Medicaid rate-setting contractor.
Upon receipt of the request for reconsideration, the
Medicaid audit contractor shall evaluate the data. After
review, the Medicaid audit contractor may amend the
audit adjustment or reportable condition or affirm the
original adjustment. The Medicaid audit contractor shall
thereafter notify the provider of its fina decision in
writing within forty-five (45) days of the Medicaid audit
contractor's receipt of the request for reconsideration. In
the event that atimely response is not made by the audit
contractor to the provider's reconsideration request, the
request shall be deemed denied and the provider may
pursue its administrative remedies under subsection (c).

(c) After completion of the reconsideration procedure
under subsection (@) or (b), the provider may initiate an
appeal under 1C 4-21.5-3.

(d) The office may take action to implement Medicaid
rates without awaiting the outcome of the administrative
process in accordance with section 1(d) of this rule.
(Office of the Secretary of Family and Social Services,
405 1AC 1-14.5-25; filed Aug 12, 1998, 2:32 p.m.: 22 IR
61; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.5-26  Nursing facilities; separate

add-on reimbursement
for chronically medically
dependent peopleinfected
by thehumanimmunode-
ficiency virus
Authority: IC 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 26. (a) Carefor achronically medically dependent
person may be reimbursed under this section to those
providersof skilled or intermediate nursing serviceswho
provide the required level of care.

(b) Coststhat are reimbursed under thisrate must meset
the following conditions:

(1) Be determined in accordance with a prospective

payment rate that is reasonable and adequate to meet

the costs that must be incurred by efficiently and
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economically operated facilities to provide care and

servicesinconformity with applicablestateandfederal

laws, rules, regulations, and quality and safety stan-
dards.

(2) Include, to the extent permitted by federal lawsand

regulations, increased costs for:

(A) respiratory therapy;

(B) intensive case management;

(C) medically-related socia services;
(D) physician and nursing care;

(E) linens; and

(F) dietary supplements.

(c) Recognition of thecostsrelated tototal staffingwill
belimited to an overall staffing limit for all personnel of
not more than eight (8) hours per patient day for skilled
level of care, and not more than six (6) hours per patient
day for intermediate level of care.

(d) No cost recognition will be included in the per
diem for those services provided by a health care pro-
vider which are being separately reimbursed by the
Medicaid program.

(e) Raterequeststo establishinitia interimratesfor anew
operation or anew type of certified service, or for achange
of provider status, shall befiled by submitting aninitial rate
request to the office on or before thirty (30) days after
notification of the certification date or establishment of a
new service. Initia interim rates will be set a the greater of
the prior provider's then current rate, if applicable, or the
fiftieth percentilerate. Initid interim rates shal be effective
upon certification or the date a service is established,
whichever islater. Thefiftieth percentile shall be computed
onastatewidebasisfor likelevelsof careusing current rates
of dl nursing facility providers. The fiftieth percentile rate
shdl be maintained by the office, and a revison shal be
medeto thisrate four (4) times per year effective on March
1, June 1, September 1, and December 1.

(f) The provider shall file a nine (9) month historical
financial report within sixty (60) days following the end
of the first nine (9) months of operation. The nine (9)
months of historical financial data shall be used to
determine the provider's base rate. The base rate shall be
effectivefromthefirst day of thetenth month of certified
operation until the next regularly scheduled annual
review. Anannua financia report need not be submitted
until the provider's first fiscal year end that occurs after
the rate effective date of a base rate. In determining the
base rate, limitations and restrictions otherwise outlined
in this rule shall apply. For purposes of this subsection,
in determining the nine (9) months of the historical
financial report, if thefirst day of certification fallson or
before the fifteenth day of a calendar month, then that
calendar month shall be considered the provider's first
month of operation. If the first day of certification falls



73 SECRETARY OF FAMILY AND SOCIAL SERVICES

after the fifteenth day of the calendar month, then the
immediately succeeding calendar month shall be consid-
ered the provider's first month of operation.

(g) If the provider fails to submit the nine (9) months
of historical financial data within ninety (90) days
following the end of the first nine (9) months of opera-
tion, and an extension had not been granted, the initial
rate shall be reduced by ten percent (10%), effective on
the first day of the tenth month after certification and
shall so remain until the first day of the month after
receipt of the report by the office.

(h) Providers of special skilled and intermediate
services licensed under IC 16-10-4 [IC 16-10 was
repealed by P.L.2-1993, SECTION 209, effective April
30,1993.] that have been approved by the office must
have more than eight (8) beds but less than forty (40)
beds approved for this type of service. Bed allocation
will be based upon locality and reasonableness on afirst
come first served basis.

(i) The office may not approve more than one hundred
(100) beds for special skilled or intermediate services
without the agreement of the secretary of Indianafamily
and social services administration, the commissioner of
the Indiana state department of health, and the assistant
secretary of the office.

(i) Allowable costs per patient day for certain fixed
costs shall be determined based on an occupancy level
equal to the greater of ninety percent (90%) effective
with the effective date of this rule or actual occupancy
based on beds available to the program. The fixed costs
subject to this minimum occupancy level standard
includethecapital returnfactor determinedinaccordance
with sections 12 through 17 of this rule. (Office of the
Secretary of Family and Social Services; 405 IAC 1-
14.5-26; filed Aug 12, 1998, 2:32 p.m.. 22 IR 62;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

Rule 14.6. Rate-Setting Criteria for Nursing

Facilities
4051AC 1-14.6-1  Policy; scope
405AC 1-14.6-2  Definitions

4051AC 1-14.6-3  Accounting records; retention schedule;
audit trail; accrua basis; segregation of
accounts by nature of business and by
location

Financia report to office; annual sched-
ule; prescribed form; extensions; penalty
for untimely filing

New provider; initial financial report to
office; criteria for establishing initia
interim rates

Active providers; rate review

Inflation adjustment; minimum occu-
pancy level; case mix indices

405 IAC 1-14.6-4

405 |AC 1-14.6-5

405 |AC 1-14.6-6
405 IAC 1-14.6-7

4051AC 1-14.6-1

4051AC1-14.6-8  Limitationsor qualificationsto Medicaid

reimbursement; advertising; vehiclebasis

Rate components; rate limitations; profit

add-on

4051AC 1-14.6-10 Computation of rate; allowable costs;
review of cost reasonableness

4051AC 1-14.6-11 Allowable costs; services provided by
parties related to the provider

405 |AC 1-14.6-12 Allowable costs; fair rental value all ow-
ance

405 1AC 1-14.6-13 Reporting of financing arrangements,
working capital; interest; allocation of
loans

405 1AC 1-14.6-14 Property; basis; historical cost; manda-
tory record keeping; valuation

4051AC 1-14.6-15 Valuation; sale or lease among family
members

4051AC 1-14.6-16 Unallowable costs; cost adjustments;
charity and courtesy alowances, dis-
counts; rebates; refunds of expenses

4051AC1-14.6-17 Allowablecosts; wages; costs of employ-

ment; record keeping; owner or related

party compensation

Allowablecosts; calculation of allowable

owner or related party compensation;

wages, salaries; fees

4051AC 1-14.6-19 Medical or nonmedical supplies and
equipment

4051AC 1-14.6-20 Nursing facilities reimbursement for
therapy services

405 1AC 1-14.6-21 Allocation of expenses

405 1AC 1-14.6-22 Administrative reconsideration; appeal

405 1AC 1-14.6-9

4051AC1-14.6-18

405 |AC 1-14.6-1 Policy; scope
Authority: |C 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15; IC 24-4.6-1-101

Sec. 1. (@) Thisrule setsforth proceduresfor payment
for services rendered to Medicaid recipients by duly
certified nursing facilities (NF). All paymentsreferred to
within this rule are contingent upon the following:

(1) Proper and current certification.

(2) Compliance with applicable state and federal

statutes and regulations.

(b) The proceduresdescribed inthisruleset forth methods
of reimbursement that promote qudity of care, access,
efficiency, economy, and consistency. These procedures
recognizelevel and quality of care, access, establisheffective
accountability over Medicaid expenditures, provide for a
regular review mechanismfor rate changes, and, only to the
extent the dtate is required to by state law, compensate
providers for reasonable, alowable costs which must be
incurred by efficiently and economically operated facilities.
The system of payment outlined in thisrule is a prospective
system. Cost limitations are contained in this rule that
establish parameters regarding the alowability of costsand
define reasonable alowable cogts.
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(c) Retroactive payment or repayment will berequired
when an audit verifies an underpayment or overpayment
due to intentional misrepresentation, billing or payment
errors, or misstatement of historical financial or historical
statistical data, or resident assessment datawhich caused
alower or higher rate than would have been allowed had
the data been true and accurate. Upon discovery that a
provider has received overpayment of aMedicaid claim
fromtheoffice, the provider must complete the appropri-
ate Medicaid billing adjustment form and reimburse the
office for the amount of the overpayment, or the office
shall makearetroactive payment adjustment, asappropri-
ate. (Office of the Secretary of Family and Social Ser-
vices; 405 IAC 1-14.6-1; filed Aug 12, 1998, 2:27 p.m.:
22 IR 69, eff Oct 1, 1998; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822)

405 1AC 1-14.6-2 Definitions
Authority: 1C 12-8-6-5; |C 12-15-1-10; I C 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15; |C 16-10-1

Sec. 2. (@) Asusedinthisrule, “ administrative compo-
nent” means the portion of the Medicaid rate that shall
reimburseprovidersfor allowableadministrative services
and supplies, including prorated empl oyee benefitsbased
on salaries and wages. Administrative services and
supplies include the following:

(1) Administrator and co-administrators, owners

compensation (including directors fees) for patient-

related services.

(2) Services and supplies of a home office that are

dlowable and patient related and are appropriately

alocated to the nursing facility.

(3) Office and clerical staff.

(4) Legal and accounting fees.

(5) Advertising.

(6) Travel.

(7) Telephone.

(8) License dues and subscriptions.

(9) Office supplies.

(10) Working capital interest.

(11) State gross receipts taxes.

(12) Utilization review costs.

(13) Liabhility insurance.

(14) Management and other consultant fees.

(15) Qudified menta retardation professional

(QMRP).

(b) As used in this rule, “alowable per patient day
cost” means aratio between allowable variable cost and
patient daysusing each provider’ sactual occupancy from
the most recently completed desk reviewed annual
financia report, plus a ratio between alowable fixed
costs and patient days using the greater of the minimum
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occupancy requirementsas contained inthisrule, or each
provider’s actual occupancy rate from the most recently
completed desk reviewed annual financial report.

(c) Asusedinthisrule, “annual financial report” refers
to a presentation of financial data, including appropriate
supplemental data, and accompanying notes, derived
from accounting records and intended to communicate
the provider’s economic resources or obligations at a
point in time, or changes therein for a period of timein
compliance with the reporting requirements of thisrule.

(d) Asusedinthisrule, “average allowabl e cost of the
median patient day” meansthe allowable per patient day
cost (including any applicable inflation adjustment) of
the median patient day fromall providerswhenrankedin
numerical order based on average allowable cost. The
averageallowablevariablecost (includingany applicable
inflation adjustment) shall be computed on a statewide
basis using each provider’s actual occupancy from the
most recently completed desk reviewed annual financial
report. The average allowablefixed costs (including any
applicable inflation adjustment) shall be computed on a
statewide basis using an occupancy rate equal to the
greater of the minimum occupancy requirements as
contained in this rule, or each provider's actual occu-
pancy rate from the most recently completed desk
reviewed annual financial report. The average alowable
cost of the median patient day shall be maintained by the
office with revisions made four (4) times per year
effective January 1, April 1, July 1, and October 1.

(e) As used in this rule, “average historical cost of
property of the median bed” meansthe allowabl e patient-
related property per bed for facilities that are not ac-
quired through an operating lease arrangement, when
ranked in numerical order based ontheallowabl e patient-
related historical property cost per bed that shall be
updated each calendar quarter. Property shall be consid-
ered allowable if it satisfies the conditions of section
14(a) of thisrule.

(f) As used in this rule, “calendar quarter” means a
three (3) month period beginning January 1, April 1, July
1, or October 1.

(9) Asusedinthisrule, “ capital component” meansthe
portion of the Medicaid rate that shall reimburse provid-
ers for the use of allowable capital-related items. Such
capital-related items include the following:

(2) Thefair rental value allowance.

(2) Property taxes.

(3) Property insurance.

(h) Asusedinthisrule, “ casemix index” (CMI) means
a numerical value score that describes the relative
resource use for each resident within the groups under
the Resource Utilization Group (RUG-I111) classification
system prescribed by the office based on an assessment
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of each resident. The facility CMI shall be based on the
resident CMI, calculated on a facility-average, time-
weighted basis for the following:

(1) Medicaid residents.

(2) All residents.

(i) Asusadinthisrule, “ cost center” meansacost category
delineated by cost reporting forms prescribed by the office.

(1) As used in this rule, “children’s nursing facility”
means a nursing facility that has twenty-five percent
(25%) or more of itsresidents who are under the chrono-
logical age of twenty-one (21) years and has received
written approval from the office to be designated as a
children’ s nursing facility.

(k) As used in this rule, “delinquent MDS resident
assessment” meansan assessment that isgreater than one
hundred thirteen (113) days old, as measured by the R2b
datefield ontheMDS. Thisdeterminationis made onthe
fifteenth day of the second month following the end of a
calendar quarter.

(I) Asusedinthisrule, “desk review” means areview
and application of these regulationsto aprovider submit-
ted annual financial report including accompanying notes
and supplemental information.

(m) As used in this rule, “direct care component”
means the portion of the Medicaid rate that shall reim-
burse providersfor alowabledirect patient care services
and supplies, including prorated empl oyee benefitsbased
on salaries and wages. Direct care services and supplies
include all:

() nursing and nursing aide services,

(2) nurse consulting services;

(3) pharmacy consultants;

(4) medical director services;

(5) nurse aide training;

(6) medical supplies;

(7) oxygen; and

(8) medical records costs.

(n) Asused in thisrule, “fair rental value allowance”
means a methodology for reimbursing nursing facilities
for the use of allowable facilities and equipment, based
on establishing a rental valuation on a per bed basis of
such facilities and equipment, and arental rate.

(o) Asused in thisrule, “field audit” means a formal
official verification and methodical examination and
review, including the final written report of the examina-
tion of original books of accounts and resident assess-
ment data and its supporting documentation by auditors.

(p) As used in this rule, “fixed costs’ means the
portion of each rate component that shall be subjected to
the minimum occupancy requirements as contained in
this rule. The following percentages shall be multiplied
by total alowable costs to determine allowable fixed
costs for each rate component:

4051AC 1-14.6-2

Rate Component Fixed Cost Percentage
Direct Care 25%
Indirect Care 37%
Administrative 84%
Capita 100%

(q) As used in this rule, “forms prescribed by the
office” meanscost reporting formsprovided by the office
or substitute forms that have received prior written
approval by the office.

(r) Asusedinthisrule, “genera line personnel” means
management personnel above the department head level
who perform a policymaking or supervisory function
impacting directly on the operation of the facility.

(s) Asusedinthisrule, “generally accepted accounting
principles’ or “GAAP" means those accounting princi-
ples as established by the American I nstitute of Certified
Public Accountants.

(t) As used in this rule, “incomplete MDS resident
assessment” means an assessment that is not printed by
thenursing facility provider upon request by the officeor
its contractor.

(u) As used in this rule, “indirect care component”
means the portion of the Medicaid rate that shall reim-
burse providers for allowable indirect patient care
services and supplies, including prorated employee
benefits based on salaries and wages. Indirect care
services and supplies include the following:

(1) Allowable dietary services and supplies.

(2) Raw food.

(3) Patient laundry services and supplies.

(4) Patient housekeeping services and supplies.

(5) Plant operations services and supplies.

(6) Utilities.

(7) Social services.

(8) Activities supplies and services.

(9) Recreational supplies and services.

(10) Repairs and maintenance.

(V) As used in this rule, “minimum data set (MDS)”
means a core set of screening and assessment elements,
including common definitionsand coding categories, that
formthefoundation of the comprehensiveassessment for
al residents of long term care facilities certified to
participate in the Medicaid program. The items in the
MDS standardize communication about resident prob-
lems, strengths, and conditionswithin facilities, between
facilities, and between facilities and outside agencies.
Version 2.0 (1/30/98) is the most current form to the
minimum data set (MDS 2.0). The Indiana system will
employ theMDS2.0 or subsequent revisionsasapproved
by the Centers for Medicare & Medicaid Services
(CMS), formerly the Health Care Financing Administra-
tion.
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(W) As used in this rule, “medical and nonmedical
supplies and equipment” include those items generally
required to assure adequate medical care and personal
hygiene of patients.

(x) As used in this rule, “normalized allowable cost”
means total allowable direct patient care costs for each
facility divided by that facility’ s average case mix index
(CMI) for all residents.

(y) Asused in thisrule, “office” means the office of
Medicaid policy and planning.

(2) Asusedinthisrule, “ordinary patient-rel ated costs”
means costs of allowable services and supplies that are
necessary in delivery of patient care by similar providers
within the state.

(aa) Asusedinthisrule, “ patient/recipient care” means
thoseMedicaid programservicesdeliveredtoaMedicaid
enrolled recipient by a certified Medicaid provider.

(bb) Asusedinthisrule, “reasonable alowable costs
means the price a prudent, cost conscious buyer would
pay a willing seller for goods or services in an am’'s-
length transaction, not to exceed thelimitationsset out in
thisrule.

(cc) Asused in thisrule, “related party/organization”
meansthat the provider isassociated or affiliated with, or
has the ahility to control, or be controlled by, the organi-
zation furnishing the service, facilities, or supplies,
whether or not such control is actually exercised.

(dd) Asusedinthisrule, “RUG-I11 resident classifica-
tion system” meansthe resource utilization group used to
classify residents. When a resident classifies into more
than one (1) RUG |11 group, the RUG 11 group with the
greatest CMI will be utilized to calculate the facility-
average CMI and facility-average CMI for Medicaid
residents.

(ee) Asused in thisrule, “therapy component” means
the portion of each facility’s direct costs for therapy
services, including any employee benefits prorated based
on total salaries and wages, rendered to Medicaid resi-
dents that are not reimbursed by other payors, as deter-
mined by thisrule.

(ff) As used in this rule, “unit of service” means al
patient care included in the established per diem rate
required for the care of an inpatient for one (1) day
(twenty-four (24) hours).

(g9) Asused inthisrule, “unsupported MDS resident
assessment” means an assessment where one (1) or more
dataitemsthat arerequired to classify aresident pursuant
to the RUG-III resident classification system are not
supported according to the M DS supporting documenta-
tion guidelines as set forth in 405 IAC 1-15, and such
data items result in the assessment being classified into
adifferent RUG-III category.

(hh) As used in this rule, “untimely MDS resident
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assessment” means a significant change MDS assess-
ment, as defined by CMS' Resident Assessment Instru-
ment (RAI) Manual, that is not completed within four-
teen (14) days of determining that a nursing facility
resident’s condition has changed significantly; or afull
or quarterly MDS assessment that is not completed as
required by 405 IAC 1-15-6(a) following the conclusion
of al physical therapy, speech therapy, and occupational
therapy. (Office of the Secretary of Family and Social
Services; 405 IAC 1-14.6-2; filed Aug 12, 1998, 2:27
p.m.: 22 IR 69, eff Oct 1, 1998; filed Mar 2, 1999, 4.42
p.m.: 22 IR 2238; readopted filed Jun 27, 2001, 9:40
a.m.: 24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR
2462; filed Oct 10, 2002, 10:47 a.m.: 26 IR 707; filed Jul
29, 2003, 4:00 p.m.: 26 IR 3869)

405 |AC 1-14.6-3 Accounting records; retention
schedule; audit trail; accrual
basis; segregation of accounts
by nature of business and by

location
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 3. (8) Generally accepted accounting principles shall
be followed in the preparation and presentation of dl
financia reportsand all reportsdetailing change of provider
transactions unless otherwise prescribed by thisrule.

(b) Each provider must maintain financial records for
aperiod of three (3) years after the date of submission of
financial reports to the office. The accrua basis of
accounting shall be used in al data submitted to the
office except for government operated providersthat are
otherwise required by law to use a cash system. The
provider’s accounting records must establish an audit
trail fromthoserecordsto thefinancial reports submitted
to the office.

(©) In the event that a field audit indicates that the
provider’ srecordsareinadequate to support data submit-
ted to the office and the auditor isunable to complete the
audit and issuean opinion, the provider shall begiven, in
writing, alist of the deficiencies and allowed sixty (60)
days from the date of receipt of this notice to correct the
deficiencies. In the event the deficiencies are not cor-
rected within the sixty (60) day period, the office shall
not grant any rate increase to the provider until the cited
deficiencies are corrected and notice is sent to the office
by the provider. However, the office may:

(2) makeappropriateadj ustmentsto the applicabl e cost

reports of the provider resulting from inadequate

records,

(2) document such adjustmentsinafinalized exception

report; and
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(3) incorporate such adjustments in prospective rate

calculations under subsection (d).

(d) Each provider shall submit confirmation that all
deficienciesand adjustmentsnoted in thefield audit final
written report have been corrected and are not present in
the current period annual financial report. However, if
deficiencies and adjustmentsare not corrected, the office
may make appropriate adjustments to current and subse-
guent cost reports of the provider.

(e) If aprovider has business enterprises or activities
other than those reimbursed by Medicaid under thisrule,
the revenues, expenses, and statistical and financial
records for such enterprises or activities shall be clearly
identifiable from the records of the operations reim-
bursed by Medicaid. If afield or desk audit establishes
that records are not maintained so as to clearly identify
Medicaid information, none of the commingled costs
shall be recognized as Medicaid allowable costs.

(f) When multiplefacilities or operationsare owned by
a single entity with a central office, the central office
records shall be maintained as a separate set of records
with costs and revenues separately identified and appro-
priately alocated to individual facilities. Each central
office entity shall file an annual financial report coinci-
dental with thetime period for any individual facility that
receives any central office allocation. Allocation of
central office costs shall be reasonable, conform to
GAAP, and be consistent between years. Any change of
central office dlocation bases must be approved by the
office prior to the changes being implemented. Proposed
changes in allocation methods must be submitted to the
office at least ninety (90) days prior to the reporting period
to which the change applies. Such costs are alowable only
to the extent that the central office is providing services
related to patient care and the provider can demongtrate that
the central office costs improve efficiency, economy, and
qudlity of recipient care. The burden of demonstrating that
costs are patient-rel ated lieswith the provider. (Office of the
Secretary of Family and Social Services; 4051AC 1-14.6-3;
filed Aug 12, 1998, 2:27 p.m.: 22 IR 71, €ff Oct 1, 1998;
readopted filed Jun 27, 2001, 9:40 am.: 24 IR 3822; filed
Mar 18, 2002, 3:30 p.m.: 25 IR 2465)

405 |AC 1-14.6-4 Financial report to office; annual
schedule; prescribed form;
extensions, penalty for un-
timely filing

Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 4. (d) Each provider shall submit an annual
financial report to the office not later than the last day of
the fifth (5" calendar month after the close of the pro-
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vider’'s reporting year. The annual financial report shall
coincide with the fiscal year used by the provider to
report federal income taxes for the operation unless the
provider requests in writing that a different reporting
period be used. Such arequest shall be submitted within
sixty (60) days after theinitial certification of aprovider.
This option may be exercised only one (1) time by a
provider and must coincide with the fiscal year end for
Medicare cost reporting purposes. If a reporting period
other than thetax year is established, audit trail sbetween
the periods are required, including reconciliation state-
ments between the provider’s records and the annual
financial report. Nursing facilities that are certified to
provide Medicare-covered skilled nursing facility ser-
vicesarerequired to submit awritten and electronic cost
report (ECR) file copy of their Medicare cost report that
coverstheir most recently completed historical reporting
period. Nursing facilities that have been granted an
exemption to the Medicare filing requirement to submit
the ECR file by the Medicare fiscal intermediary shall
not be required to submit the ECR file to the office.

(b) Thefirstannual Financial Reportfor Nursing Facilities
for a provider that has undergone a change of provider
ownership or control through an arm’ s-length transaction
between unrel ated parties shall coincidewith that provider's
first fiscal year end in which the provider has aminimum of
six (6) full caendar months of actud historicd financia
data. The provider shall submit their first annua financial
report to the office not later than thelast day of thefifth (57)
calendar month after the close of the provider’s reporting
year or thirty (30) daysfollowing notification that thechange
of provider ownership hasbeen reviewed by the officeor its
contractor. Nursing facilities that are certified to provide
Medicare-covered skilled nursing facility services are
required to submit awritten and el ectronic ECR file copy of
their Medicare cost report that covers their most recently
completed historicd reporting period.

(c) The provider's annual financial report shall be
submitted using forms prescribed by the office. All data
elements and required attachments shall be completed so
as to provide full financial disclosure and shall include
the following as a minimum:

(1) Patient census data.

(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expensesand all income, excluding

non-Medicaid routine income.

(5) Detail of fixed assets and patient-related interest

bearing debt.

(6) Complete balance sheet data.

(7) Schedule of Medicaid and private pay charges in

effect on the last day of the reporting period. Private pay

charges shdl be thelowest usual and ordinary charge.
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(8) Certification by the provider that:

(A) thedataaretrue, accurate, related to patient care;
and

(B) expenses not related to patient care have been
clearly identified.

(9) Certification by the preparer, if different from the

provider, that the datawere compiled fromall informa:

tion provided to the preparer by the provider and as
such are true and accurate to the best of the preparer’s
knowledge.

(10) Copy of theworkingtrial balance that wasusedin

thepreparation of their submitted M edi care cost report.

(d) Extension of the five (5) month filing period shall
not be granted.

(e) Failure to submit an annual financia report or
Medicare cost report by nursing facilities that are certi-
fied to provide M edi care-covered skilled nursing facility
services within the time limit required shall result in the
following actions:

(1) No rate review shall be accepted or acted upon by
the office until the delinquent reports are received.
(2) When an annual financial report or Medicare cost
report by nursing facilitiesthat are certified to provide
Medicare-covered skilled nursing facility services is
more than one (1) calendar month past due, the rate
then currently being paid to the provider shall be
reduced by ten percent (10%), effectiveonthefirst day
of the seventh (7") month following the provider's
fiscal year end and shall so remain until thefirst day of
the month after the delinquent annual financial report
or Medicare cost report (if required) isreceived by the
office. No rate adjustments will be allowed until the
first day of the calendar quarter following receipt of
thedelinquent annual financial report. Reimbursement
lost because of the penalty cannot be recovered by the
provider. If theMedicarefiling deadlinefor submitting
the Medicare cost report is delayed by the Medicare
fiscal intermediary, and the provider fails to submit
their Medicare cost report to the officeon or beforethe
due date as extended by the Medicarefiscal intermedi-
ary, then the ten percent (10%) rate reduction for
untimely filing to the office as referenced herein shall
become effective on thefirst day of the month follow-
ing the due date as extended by the Medicare fiscal
intermediary.

(f) Nursing facilities are required to electronically
transmit MDS resident assessment information in a
complete, accurate, and timely manner. MDS resident
assessment information for a calendar quarter must be
transmitted by the fifteenth day of the second month
following the end of that calendar quarter. Extension of
the electronic MDS assessment transmission due date
may be granted by the office to a new operation attempt-
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ing to submit MDS assessments for the first time if the
new operation is not currently enrolled or submitting
MDS assessments under the Medicare program and the
provider can substantiate to the office circumstances that
preclude timely electronic transmission.

(9) Residents discharged prior to completing aninitial
assessment that is not preceded by a Medicare assess-
ment or aregularly scheduled assessment will be classi-
fied in one (1) of the following RUG-I11 classifications:

(1) SSB classification for residents discharged before

completing an initial assessment where the reason for

discharge was death or transfer to hospital.

(2) CC1 classification for residents discharged before

completing an initial assessment where the reason for

discharge was other than death or transfer to hospital.

(3) Theclassificationfromtheirimmediately preceding

assessment for residents discharged before completing

aregularly scheduled assessment.

(h) If the office or its contractor determines that a
nursing facility has incomplete MDS resident assess-
ments, then, for purposes of determining the facility’s
CMI, such assessment(s) shall be assigned the case mix
index associated with the RUG-III group “BCl -
Unclassifiable’.

(i) If the office or its contractor determinesthat anursing
facility has delinquent MDS resident assessments, then, for
purposes of determining the facility's CMI, such assess-
ment(s) shall be assigned the case mix index associated with
the RUG-I1 group “BC2 - Delinquent”.

(j) If the office or its contractor determines due to an
MDSfield audit that anursing facility hasuntimely MDS
resident assessments, then such assessment(s) shall be
counted as an unsupported assessment for purposes of
determining whether acorrectiveremedy shall beapplied
under subsection (k).

(k) If the office or its contractor determines dueto an
MDS field audit that a nursing facility has unsupported
MDS resident assessments, then the following proce-
dures shall be followed in applying any corrective
remedy:

(1) The office or its contractor shdl audit a sample of
MDS resident assessmentsand will determinethe percent
of assessmentsin the sample that are unsupported.
(2) If the percent of assessmentsin the samplethat are
unsupported is greater than the threshold percent as
shown in column (B) of the table below, the office or
its contractor shall expand the scope of the MDS audit
to al residents. If the percent of assessments in the
samplethat are unsupported isequal to or lessthanthe
threshold percent as shown in column (B) of thetable
below, the office or its contractor shall conclude the
field portion of the MDS audit and no corrective
remedy shall be applied.



79 SECRETARY OF FAMILY AND SOCIAL SERVICES

(3) For nursing facilities with MDS audits performed
on al residents, the office or its contractor will deter-
mine the percent of assessments audited that are
unsupported.

(4) If the percent of assessments of all residents that
areunsupportedisgreater than thethreshold percent as
shown in column (B) of the table below, a corrective
remedy shall apply, which shall be calculated as
follows. The administrative component portion of the
Medicaid ratein effect for the calendar quarter follow-
ing completion of the MDS audit shall be reduced by
the percentage as shown in column (C) of the table
below. Inthe event acorrective remedy isimposed, for
purposes of determining the average allowable cost of
the median patient day for the administrative compo-
nent, there shall be no adjustment made by the office
oritscontractor totheprovider’ sallowableadministra-
tive costs. Reimbursement lost as a result of any
corrective remedies shall not be recoverable by the
provider.

(5) If the percent of assessments of all residents that
are unsupported is equal to or less than the threshold
percent as shown in column (B) of thetable below, the
office or its contractor shall conclude the MDS audit
and no corrective remedy shall apply.

(6) The threshold percent and the administrative
component corrective remedy percent in columns (B)
and (C) of the table in this subdivision, respectively,
shall be applied to audits begun by the office or its
contractor on or after the effective date as stated in
column (A) asfollows:

Administrative
Threshold Component Corrective
Effective Date  Percent Remedy Percent
(A) (B) ©
October 1, 2002 40% 5%
January 1, 2004 30% 10%
April 1, 2005 20% 15%

(1) Based on findings from the MDS audit, beginning
ontheeffective date of thisrule, the office or its contrac-
tor shall make adjustments or revisionsto all MDS data
items that are required to classify a resident pursuant to
the RUG-III resident classification system that are not
supported according to the M DS supporting documenta-
tion guidelines as set forth in 405 IAC 1-15. Such
adjustments or revisions to MDS data transmitted by the
nursing facility will be made in order to reflect the
resident’s highest functioning level that is supported
according to the MDS supporting documentation guide-
lines as set forth in 405 IAC 1-15. The resident assess-
ment will then be used to reclassify the resident pursuant
tothe RUG-I1I resident classification system by incorpo-

405|AC 1-14.6-5

rating any adjustmentsor revisions made by the office or
its contractor.

(m) Beginning on the effective date of thisrule, upon
conclusion of an MDS audit, the office or its contractor
shall recalculate the facility’s CMI. If the recalculated
CMI resultsin achangeto the established Medicaid rate,
therateshall berecal culated and any payment adjustment
shall be made. (Office of the Secretary of Family and
Social Services; 405 IAC 1-14.6-4; filed Aug 12, 1998,
2:27 p.m.: 22 1R 72, €ff Oct 1, 1998; filed Mar 2, 1999,
4:42 p.m.: 22 IR 2240; errata filed Jun 21, 1999, 12:25
p.m.: 22 IR 3419; readopted filed Jun 27, 2001, 9:40
a.m.: 24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR
2465; filed Oct 10, 2002, 10:47 a.m.: 26 IR 709)

405 IAC 1-14.6-5 New provider; initial financial
report to office; criteria for
establishing initial interim
rates

Authority: |C 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 5. (a) Rate requests to establish an initial interim
rate for a new operation shall be filed by submitting an
initial rate request to the office on or before thirty (30)
days after notification of the certification date. Initial
interim rates will be set at the sum of the average allow-
able cost of the median patient day for the direct care,
therapy, indirect care, administrative, and eighty percent
(80%) of the capital component. Prior to the provider’s
first annual rate review, the direct care component of the
Medicaidinitial interimratewill beadjusted retroactively
to reflect changes, occurring in the first and second
calendar quartersof operation, inthe provider’ scase mix
index for Medicaid residents and adjusted prospectively
after the second calendar quarter to reflect changesinthe
provider’'s case mix index for Medicaid residents. Initial
interim rates shall be effective on the certification date or
the date that a service is established, whichever is |ater.
In determining theinitial rate, limitationsand restrictions
otherwise outlined in this rule shall apply.

(b) Prior to thefirst annual ratereview, therate will be
adjusted effective on each calendar quarter pursuant to
section 6(d) of this rule to account for changes in the
provider's case mix index for Medicaid residents. A
provider will not receive a change in the medians for
calculating its reimbursement rate until its first annual
rate review, which shall coincidewith theprovider’ sfirst
fiscal year end that occurs after the initial interim rate
effective date in which the provider has a minimum of
six (6) months of actual historical data.

(c) Intheevent of achangein nursing facility provider
ownership, ownership structure (including mergers,
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exchangeof stock, etc.), provider, operator, |essor/lessee,
or any change in control, a completed Checklist of
Management Representations Concerning Change in
Ownership shall be submitted to the office or its contrac-
tor. The completed checklist shall include al supporting
documentation. No Medicaid rate adjustments for the
nursing facility shall be performed until the completed
checklist is submitted to the office or its contractor.
(Office of the Secretary of Family and Social Services,
405 IAC 1-14.6-5; filed Aug 12, 1998, 2:27 p.m.: 22 IR
73, eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.; 22 IR
2242; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR 2467)

405 |AC 1-14.6-6 Active providers; ratereview
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 6. (a) The normalized average alowable cost of
the median patient day for thedirect care component, and
the average allowable cost of the median patient day for
theindirect, administrative, and capital components, shall
be determined once per year for each provider for the
purpose of performing the provider’ sannual rate review.

(b) The normalized allowable per patient day cost for
the direct care component, and the allowable per patient
day costs for the therapy, indirect care, administrative,
and capital componentsshall beestablished once per year
for each provider based on the annual financia report.

(c) The rate effective date of the annua rate review
shall be the first day of the second calendar quarter
following the provider’ s reporting year end.

(d) Subsequent to the annual rate review, the direct
care component of the Medicaid rate will be adjusted
quarterly to reflect changes in the provider’'s case mix
index for Medicaid residents. If the facility has no
Medicaidresidentsduringaquarter, thefacility’ saverage
casemix index for all residentswill beused in lieu of the
case mix index for Medicaid residents. This adjustment
will be effective on the first day of each of thefollowing
three (3) calendar quarters beginning after the effective
date of the annua rate review.

(e) The case mix index for Medicaid residentsin each
facility shall be updated each calendar quarter and shall
be used to adjust the direct care component that becomes
effective on the second calendar quarter following the
updated case mix index for Medicaid residents.

(f) All rate-setting parameters and components used to
calculate the annual rate review, except for the case mix
index for Medicaid residentsin that facility, shall apply
to the calculation of any change in Medicaid rate that is
authorized under subsection (d).

(9) When the number of nursing facility bedslicensed
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by the Indianastate department of health is changed after
the annual reporting period, the provider may request in
writing before the effective date of their next annual rate
review an additional ratereview effective onthefirst day
of the calendar quarter on or following the date of the
changein licensed beds. Thisadditional ratereview shall
be determined using all rate-setting parameters in effect
at the provider’ slatest annual rate review, except that the
number of bedsand associated bed days available for the
calculation of the rate-setting limitations shall be based
on the newly licensed beds. (Office of the Secretary of
Family and Social Services; 4051AC 1-14.6-6; filed Aug
12,1998, 2:27 p.m.: 22 IR 73, &ff Oct 1, 1998; filed Mar
2, 1999, 4:42 p.m.: 22 IR 2243; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822; filed Mar 18, 2002, 3:30
p.m.: 25 IR 2468; filed Oct 10, 2002, 10:47 a.m.: 26 IR
712; filed Jul 29, 2003, 4:00 p.m.: 26 IR 3872)

405 |AC 1-14.6-7 Inflation adjustment; minimum
occupancy level; case mix in-
dices

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15-13-6

Sec. 7. (a) For purposes of determining the average
allowable cost of the median patient day and aprovider’'s
annual rate review, each provider’'s cost from the most
recent completed year will be adjusted for inflation by
the office using the methodology in this subsection. All
allowable costs of the provider, except for mortgage
interest on facilities and equipment, depreciation on
facilities and equipment, rent or lease costs for facilities
and equipment, and working capital interest shall be
adjusted for inflation using the CMS Nursing Home
without Capital Market Basket index as published by
DRI/WEFA. The inflation adjustment shall apply from
the midpoint of the annual financial report period to the
midpoint prescribed as follows:

Effective Date Midpoint Quarter
January 1, Year 1 July 1, Year 1

April 1, Year 1 October 1, Year 1
July 1, Year 1 January 1, Year 2

October 1, Year 1 April 1, Year 2

(b) Notwithstanding subsection (a), beginning on the
effective date of this rule through September 30, 2005,
the inflation adjustment determined as prescribed in
subsection (&) shall be reduced by an inflation reduction
factor equal to threeand three-tenths percent (3.3%). The
resulting inflation adjustment shall not be less than zero
(O). Prior to September 30, 2005, the office may reduce
or eliminate the inflation reduction factor to increase
aggregate expenditures up to levels appropriated by the
Indiana general assembly. Any reduction or elimination
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of the inflation reduction factor shall be made effective
no earlier than permitted under I1C 12-15-13-6(a).

() In determining prospective allowable costs for a
new provider that has undergone a change of provider
ownershipor control through anarm’ s-length transaction
between unrelated parties, when the first fiscal year end
following the change of provider ownership or control is
less than six (6) full calendar months, the previous
provider's most recently completed annua financial
report used to establish aMedicaid rate for the previous
provider shall be utilized to calculate the new provider's
first annual rate review. Theinflation adjustment for the
new provider's first annual rate review shall be applied
from the midpoint of the previous provider's most
recently completed annual financial report period to the
midpoint prescribed under subsection (a).

(d) Allowable fixed costs per patient day for direct care,
indirect care, and administrative costs shall be computed
based on an occupancy rate equa to the greater of eighty-
five percent (85%), or the provider’s actual occupancy rate
from the most recently completed historical period.

(e) Notwithstanding subsection (d), the office or its
contractor shall reestablish a provider's Medicaid rate
effectiveonthefirst day of the quarter following the date
that the conditions specified in this subsection are met,
by applying &l provisions of this rule, except for the
eighty-five percent (85%) minimum occupancy require-
ment, if both of the following conditions can be estab-
lished to the satisfaction of the office:

(2) the provider demonstrates that its current resident
census has increased to eighty-five percent (85%) or
greater since the facility’s fiscal year end of the most
recently completed and desk reviewed cost report
utilizing total nursing facility licensed beds as of the
most recently completed desk reviewed cost report
period, and the provider’ s census hasremained at such
level for no less than ninety (90) days; and

(2) the provider demonstrates that its resident census

has increased by a minimum of fifteen percent (15%)

sincethefacility’ sfiscal year end of the most recently

completed and desk reviewed cost report and has

remained at such level for no less than ninety (90)

days.

(f) Allowable fixed costs per patient day for capital-
related costs shall be computed based on an occupancy
rate equal to the greater of ninety-five percent (95%) or
the provider's actual occupancy rate from the most
recently completed historical period.

(g) The case mix indices (CMIs) contained in this
subsection shall be used for purposes of determining
eachresident’ sCM I usedto calculatethefacility-average
CMI for al residents and the facility-average CMI for
Medicaid residents.

405 1AC 1-14.6-7
RUG-II1 Group RUG-III Code CMI Table
Rehabilitation RAD 2.02
Rehabilitation RAC 1.69
Rehabilitation RAB 150
Rehabilitation RAA 1.24
Extensive Services SE3 2.69
Extensive Services SE2 2.23
Extensive Services SE1 1.85
Special Care SSC 1.75
Specia Care SSB 1.60
Special Care SSA 151
Clinically Complex cc2 1.33
Clinically Complex CcC1 127
Clinically Complex CB2 114
Clinically Complex CB1 1.07
Clinically Complex CA2 0.95
Clinically Complex CAl 0.87
Impaired Cognition IB2 0.93
Impaired Cognition IB1 0.82
Impaired Cognition I1A2 0.68
Impaired Cognition IA1 0.62
Behavior Problems BB2 0.89
Behavior Problems BB1 0.77
Behavior Problems BA2 0.67
Behavior Problems BA1 0.54
Reduced Physical Functions PE2 1.06
Reduced Physica Functions PE1 0.96
Reduced Physica Functions PD2 0.97
Reduced Physica Functions PD1 0.87
Reduced Physica Functions PC2 0.83
Reduced Physica Functions PC1 0.76
Reduced Physical Functions PB2 0.73
Reduced Physica Functions PB1 0.66
Reduced Physical Functions PA2 0.56
Reduced Physica Functions PA1 0.50
Unclassifiable BC1 0.48
Delinquent BC2 0.48

(h) The office or its contractor shall provide each
nursing facility with the following:
(1) Two (2) preliminary CMI reports. These prelimi-
nary CMI reports serve as confirmation of the MDS
assessments transmitted by the nursing facility and
provide an opportunity for the nursing facility to
correct and transmit any missing or incorrect MDS
assessments. The first preliminary report will be
provided by the seventh day of the first month follow-
ing the end of a calendar quarter. The second prelimi-
nary report will be provided by the seventh day of the
second month following the end of acalendar quarter.
(2) Final CMI reports utilizing MDS assessments
received by the fifteenth day of the second month
following the end of acalendar quarter. These assess-
ments received by the fifteenth day of the second
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month following the end of acalendar quarter will be

utilized to establish the facility-average CMI and

facility-averageCM| for Medicaidresidentsutilizedin
establishing the nursing facility’ s Medicaid rate.

(i) The office may increase Medicaid reimbursement to
nursing facilitiesthat provideinpatient servicesto morethan
eight (8) ventilator-dependent residents. Additional reim-
bursement shall be made to such facilities at arate of eight
dollarsand seventy-nine cents($8.79) per Medicaid resident
day. Such additiona reimbursement shall beeffectiveonthe
day the nursing facility provides inpatient services to more
than eight (8) ventil ator-dependent residentsand shal remain
in effect until thefirst day of the cdendar quarter following
the date the nursing facility provides inpatient services to
eight (8) or fewer ventilator-dependent residents. (Office of
the Secretary of Family and Social Services; 405 IAC 1-
14.6-7; filed Aug 12, 1998, 2:27 p.m.: 22 IR 74, €ff Oct 1,
1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2243; readopted
filed Jun 27, 2001, 9:40 am.:24 IR 3822; filed Mar 18,
2002, 3:30 p.m.;: 251R2468; filed Oct 10, 2002, 10:47 am.;
26 IR 712; errata filed Feb 27, 2003, 11:33 am.: 26 IR
2375; filed Jul 29, 2003, 4:00 p.m.: 26 IR 3873)

405 |AC 1-14.6-8 Limitations or qualificationsto
Medicaid reimbursement;
advertising; vehicle basis

Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 8. (a) Advertising is not an allowable cost under
thisruleexcept for those advertising costsincurredinthe
recruitment of facility personnel necessary for compli-
ancewithfacility certification requirements. Advertising
costs are not allowable in connection with public rela-
tions or fundraising or to encourage patient utilization.

(b) Each facility and home office shall be allowed only
one (1) patient care-related automobile to be included in
the vehicle basis for purposes of computing the average
historical cost of property of the median bed. Asusedin
thissubsection, “vehiclebasis’ meansthe purchase price
of the vehicle used for facility or home office operation.
If a portion of the use of the vehicle is for personal
purposes or for purposes other than operation of the
facility or home office, then such portion of the cost must
not be included in the vehicle basis. The facility and
home office are responsible for maintaining records to
substantiate operational and personal use for one (1)
allowable automobile. This limitation does not apply to
vehicles with a gross vehicle weight of more than six
thousand (6,000) pounds. (Office of the Secretary of
Family and Social Services; 4051AC 1-14.6-8; filed Aug
12,1998, 2:27 p.m.: 22 IR 75, eff Oct 1, 1998; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
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405 1AC 1-14.6-9 Rate components; rate limita-
tions; profit add-on
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15-13-6

Sec. 9. (8) The Medicaid reimbursement system is based
onrecognition of theprovider’ sallowablecostsfor thedirect
care, therapy, indirect care, administrative, and capita
components, plus a potential profit add-on payment. The
direct care, therapy, indirect care, administrative, and capital
rate components are calculated asfollows:

(1) The indirect care, administrative, and capital

components are equal to the provider’s allowable per

patient day costsfor each component, plusthe allowed
profit add-on payment as determined by the methodol -

ogy in subsection (b).

(2) The therapy component is equal to the provider's

alowable per patient day direct therapy costs.

(3) The direct care component is equa to the provider's

normalized dlowable per patient day direct care costs

times the facility-average case mix index for Medicaid
resdents, plus the alowed profit add-on payment as

determined by the methodology in subsection (b).

(b) The profit add-on payment will be calculated as
follows:

(1) For nursing facilities designated by the office as

children’ snursing facilities, thedirect care component

profit add-onisequal tofifty-two percent (52%) of the

difference (if greater than zero (0)) of:
(A) the normalized average allowable cost of the
median patient day for direct care costs times the
facility average case mix index for Medicaid resi-
dentstimes one hundred five percent (105%); minus
(B) the provider’s normalized allowable per patient
day costs times the facility average case mix index
for Medicaid residents.

(2) Beginning on the effective date of thisrulethrough

June 30, 2006, for nursing facilities that are not desig-

nated by the office as children’ s nursing facilities, the

direct care component profit add-on is equa to zero

(0). Beginning July 1, 2006, the direct care component

profit add-onisequal tofifty-two percent (52%) of the

difference (if greater than zero (0)) of:

(A) the normalized average allowable cost of the
median patient day for direct care costs times the
facility average case mix index for Medicaid resi-
dentstimes one hundred five percent (105%); minus
(B) the provider’s normalized allowable per patient
day costs times the facility average case mix index
for Medicaid residents.

(3) Theindirect care component profit add-onisequal

to fifty-two percent (52%) of the difference (if greater

than zero (0)) of:
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(A) the average allowable cost of the median patient
day times one hundred percent (100%); minus
(B) aprovider's alowable per patient day cost.

(4) The administrative component profit add-on is

equal to sixty percent (60%) of the difference (if

greater than zero (0)) of:
(A) the average allowable cost of the median patient
day times one hundred percent (100%); minus
(B) aprovider's alowable per patient day cost.

(5) The capital component profit add-on is equal to

sixty percent (60%) of the difference (if greater than

zero (0)) of:
(A) the average allowable cost of the median patient
day times eighty percent (80%); minus
(B) aprovider's alowable per patient day cost.

(6) The therapy component profit add-on is equal to

zero (0).

(c) Notwithstanding subsections (a) and (b), in no
instance shall a rate component exceed the overal rate
component limit defined as follows:

(1) The normalized average alowable cost of the

median patient day for direct care costs times the

facility-average case mix index for Medicaid residents

times one hundred ten percent (110%).

(2) The average alowable cost of the median patient

day for indirect care costs times one hundred percent

(100%).

(3) The average allowable cost of the median patient

day for administrative coststimes one hundred percent

(100%).

(4) The average alowable cost of the median patient

day for capital-related costs times eighty percent

(80%).

(5) For the therapy component, no overall rate compo-

nent limit shall apply.

(d) In order to determine the normalized allowable
direct carecostsfrom each facility’ sFinancial Report for
Nursing Facilities, the office or its contractor shall
determine each facility’sCMI for al residentson atime-
weighted basis.

(e) The office shal publish guidelines for use in
determining the time-weighted CMI. These guidelines
shall be published as a provider bulletin and may be
updated by the office as needed. Any such updates shall
be made effective no earlier than permitted under |C 12-
15-13-6(a). (Office of the Secretary of Family and Social
Services; 405 |IAC 1-14.6-9; filed Aug 12, 1998, 2:27
p.m.: 22 IR 75, eff Oct 1, 1998; filed Mar 2, 1999, 4:42
p.m.: 22 IR 2244; readopted filed Jun 27, 2001, 9:40
am.:24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR
2470; filed Oct 10, 2002, 10:47 a.m.: 26 IR 714; filed Jul
29, 2003, 4:00 p.m.: 26 IR 3874)

405|1AC1-146-11

4051AC 1-14.6-10  Computation of rate; allow-
able costs; review of cost

r easonableness
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 10. (@) Costs and revenues, excluding non-
Medicaid routine revenue, shall be reported as required
on the financial report forms. Allowable patient care
costs shall be clearly identified.

(b) The provider shall report as patient care costs only
costs that have been incurred in the providing of patient
care services. The provider shall certify on al financia
reports that costs not related to patient care have been
separately identified on the financia report.

(c) In determining reasonableness of costs, the office
may compare line items, cost centers, or total costs of
providers throughout the state. The office or its contrac-
torsmay request satisfactory documentationfromprovid-
ers whose costs do not appear to be accurate or allow-
able.

(d) Indiana state taxes, including local taxes, shall be
considered an allowable cost. Personal or federal income
taxes are not considered allowable costs. (Office of the
Secretary of Family and Social Services; 405 1AC 1-
14.6-10; filed Aug 12, 1998, 2:27 p.m.: 22 IR 76, eff Oct
1, 1998; filed Mar 2, 1999, 4:42 p.m.; 22 IR 2245;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.6-11  Allowablecosts; services pro-

vided by parties related

to the provider
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 11. (a) Costs applicableto services, facilities, and
supplies furnished to the provider by organizations
related to the provider by common ownership or control
may be included in the alowable cost in the unit of
service of the provider at the cost to therelated organiza-
tion. However, such cost must not exceed the price of
comparable services, facilities, or suppliesthat could be
purchased elsewhere in an arm’ s-length transaction.

(b) Common ownership exists when an individual,
individuals, or any legal entity possesses ownership or
equity of at least five percent (5%) inthe provider aswell
astheinstitution or organization serving theprovider. An
individual isconsidered to own theinterest of immediate
family for the determination of percentage of ownership.
Thefollowing persons are considered immediate family:

(1) Husband and wife.

(2) Natural parent, child, and sibling.

(3) Adopted child and adoptive parent.
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(4) Stepparent, stepchild, stepsister, and stepbrother.
(5) Father-in-law, mother-in-law, sister-in-law,
brother-in-law, son-in-law, and daughter-in-law.

(6) Grandparent and grandchild.

(c) Control existswhere an individual or an organiza-
tion has the power, directly or indirectly, to influence or
direct the actions or policies of an organization or
institution, whether or not actually exercised. A general
partner is considered to control an entity.

(d) Transactions between related parties are not
considered to have arisen through arm’ s-length negotia-
tions. Costsapplicableto services, facilities, and supplies
furnished to aprovider by related parties shall not exceed
the lower of the cost to the related party, or the price of
comparable services, facilities, or supplies purchased
elsawhere. An exception to this subsection may be
granted by the office if requested in writing by the
provider before the annual rate review effective date to
which the exception is to apply. The provider’s request
shall include a comprehensive representation that every
conditionin subsection (€) hasbeen met. Thisrepresenta-
tion shall include, but not be limited to, the percentage of
business the provider transacts with related and nonrelated
parties based upon revenue. When requested by the office,
documentation to substantiate the provider's charges for
services, facilities, or supplies to related and nonrelated
parties, suchasinvoices, standard charge master listings, and
remittances, must be submitted.

(e) The office shall grant an exception when arelated
organization meets all of the following conditions:

(1) The supplying organization is abonafide separate
organization.
(2) A sufficient part of the supplying organization's
business activity is transacted with other than the
provider and organizations related to the supplier in
common ownership or control, and there is an open
competitive market for the type of services, facilities,
or supplies furnished by the organization.

(3) The services, supplies, or facilities are those that

commonly are obtained by institutions, such as the

provider, from other organizations and are not abasic
element of patient care ordinarily furnished directly to
patients by such institutions.

(4) Thechargeto the provider isinlinewith the charge

for such services, facilities, or supplies in the open

market and no more than the charge made under
comparable circumstances to others by the organiza-
tion for such services, facilities, or supplies.
(Office of the Secretary of Family and Social Services,
4051AC 1-14.6-11; filed Aug 12, 1998, 2:27 p.m.: 22IR
76, ff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR
2245; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822)
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4051AC 1-14.6-12 Allowable costs; fair rental

value allowance
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 12. Providers shall be reimbursed for the use of
alowable patient-related facilities and equipment,
regardlessof whether they are owned or leased, by means
of afair rental value alowance. The fair rental value
allowance shall beinlieu of the costs of all depreciation,
interest, lease, rent, or other consideration paid for the
use of property. Thisincludesall central officefacilities
and equipment whose patient care-related depreciation,
interest, or leaseexpenseisappropriately allocated to the
facility.

(1) The fair rental value alowance is calculated by

determining, on a per bed basis, the historical cost of

alowable patient-related property for facilitiesthat are
not acquired through an operating |ease arrangement,
including:

(A) land, building, improvements, vehicles, and

equipment; and

(B) costs;

required to be capitalized in accordance with generally
accepted accounting principles. Land, buildings, and
improvements shall be adjusted for changes in valuation
by inflating the reported allowabl e patient-rel ated histori-
cal cost of property from the later of July 1, 1976, or the
date of facility acquisition to the present based on the
changeintheR. S. Means Congtruction Index.

(2) The inflation-adjusted historical cost of property

per bed as determined aboveis arrayed to arrive at the

average historical cost of property of the median bed.

(3) The average historical cost of property of the

median bed as determined above is extended timesthe

number of beds for each facility that are used to
provide nursing facility services to arrive at the fair
rental value amount.

(4) Thefair rental valueamount isextended by arental

rate to arrive at the fair rental allowance. The rental

rate shall be a simple average of the United States

Treasury bond, ten (10) year amortization, constant

maturity rate plus three percent (3%), in effect on the

first day of the month that the index is published for
each of thetwelve (12) monthsimmediately preceding
the rate effective date as determined in section 6(a) of
thisrule. Therental rate shall be updated quarterly on

January 1, April 1, July 1, and October 1.

(Office of the Secretary of Family and Social Services,
4051AC 1-14.6-12; filed Aug 12, 1998, 2:27 p.m.: 22 IR
77, eff Oct 1, 1998; filed Sep 1, 2000, 2:10 p.m.: 24 IR
21; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
filed Oct 10, 2002, 10:47 a.m.: 26 IR 715)
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4051AC 1-14.6-13  Reporting of financing ar-

rangements; working
capital; interest; alloca-
tion of loans

Authority: 1C 12-8-6-5; IC 12-15-1-10; I C 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 13. (a) All patient-related property financing
arrangements shall be fully and completely disclosed on
the forms prescribed by the office.

(b) Interest costs on borrowed funds used to construct
facilities or enlarge existing facilities that are incurred
during the period of construction shall be capitalized as
part of the cost of the facility or addition.

(c) Interest on working capital loans shall only be
recognized if the provider can demonstrate that such
loanswere reasonabl e and necessary in provi ding patient-
related services. Working capital interest must be re-
duced by investment income from any related party.
Working capital loans from a related party must be
identified and reported separately on the annual financial
report. Interest costs on related party working capital
loans shall be allowable if they meet all other require-
ments, the interest does not exceed the rate available in
the open market, and such loans are repaid at least
annually for a minimum of thirty (30) days. Failure to
document the existence of, or adhere to such repayment
schedule, shall result in the related party working capital
interest costs being disallowed.

(d) Loans covering more than one (1) facility or asset
shall apply to the several facilities or assets acquired in
proportion to the cost that each item bears to the total
cost. (Office of the Secretary of Family and Social
Services; 405 IAC 1-14.6-13; filed Aug 12, 1998, 2:27
p.m.: 22 IR 77, eff Oct 1, 1998; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.6-14  Property; basis; historical

cost; mandatory record

keeping; valuation
Authority: IC 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 14. (a) The basis used in computing the average
historical cost of property of the median bed shall be the
historical cost of all assetsused to deliver patient-related
services that meet the following conditions:

(1) The assetsarein use.

(2) The assets are identifiable to patient care.

(3) The assets are available for physical inspection.

(4) The assets are recorded in provider records.

If an asset does not meet all of the requirements pre-
scribed in this section, the cost shall not be included in
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computing the average historical cost of property of the
median bed.

(b) The provider shall maintain detailed property
schedules to provide a permanent record of all historical
costs and balances of facilities and equipment. Summa-
ries of such schedules shall be submitted with each
annual financial report, and the compl ete schedul e shall
be submitted to the office upon request.

(c) Assets used in computing the average historical
cost of property of the median bed shall include only
items currently used in providing services customarily
provided to patients.

(d) When an asset is acquired by trading one (1) asset
for another, or a betterment or improvement is acquired,
the cost of the newly acquired asset, betterment, or
improvement shall be added to the appropriate property
category. All of the historical cost of the traded asset or
replaced betterment or improvement shall be removed
from the property category in which it was included.

(e) If asingleasset or collection of likeassetsacquired
in quantity, including permanent betterment or improve-
ments, has at the time of acquisition an estimated useful
life of at least three (3) years and a historical cost of at
least five hundred dollars ($500), the cost shal be
capitalized and included in the property basis for the
approved useful lifeof theasset. Itemsthat do not qualify
under this subsection shall be expensed in the year
acquired.

(f) The property basis of donated assets, except for
donations between providers or related parties, shall be
thefair market value defined asthe price a prudent buyer
would pay aseller in an arm's-length sale, or, if over two
thousand dollars ($2,000), the appraised value, which-
ever islower. An asset is considered donated when the
provider acquires the asset without making any payment
for it in the form of cash, property, or services. If the
provider and the donor are related parties, the net book
value of the asset to the donor shall be the basis, not to
exceed fair market value. Cash donations shall betreated
asrevenueitems and not as offsets to expense accounts.
(Office of the Secretary of Family and Social Services,
405 1AC 1-14.6-14; filed Aug 12, 1998, 2:27 p.m.: 22IR
78, eff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822)
4051AC 1-14.6-15 Valuation; sale or lease

among family members
Authority: |C 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 15. (@) If a provider rents, leases, or purchases
facilitiesor equipment from arelated party, the historical
cost to the related party, not to exceed fair market value,



4051AC 1-14.6-16

shall be utilized in computing the average historical cost
of property of the median bed except as described in this
section for the sale of facilities between family members.

(b) If a sale of facilities between family members
meets the following conditions, the cost basis of the
facility shall be recognized for the purpose of computing
the average historical cost of property of the median bed
in accordance with this rule as a bona fide sale arising
from an arm's-length transaction, subject to the limita-
tions of subsection (c):

(1) Thereisno spousal relationship between parties.

(2) The following persons are considered family

members:

(A) Natura parent, child, and sibling.

(B) Adopted child and adoptive parent.

(C) Stepparent, stepchild, stepsister, and stepbrother.
(D) Father-in-law, mother-in-law, sister-in-law,
brother-in-law, son-in-law, and daughter-in-law.
(E) Grandparent and grandchild.

(3) The transfer is recognized and reported by al

parties as asale for federal income tax purposes.

(4) The seller is not associated with the facility in any

way after the sale other than as a passive creditor.

(5) The buyer is actively engaged in the operation of

thefacility after the salewith earningsfromthefacility

accruing to at least one (1) principal buyer primarily as
salaries or self-employment income and not as leases,
rents, or other passive income.

(6) This family sale exception has not been utilized

during the previous eight (8) years on this facility.

(7) None of the entities involved is a publicly held

corporation as defined by the Securities and Exchange

Commission.

(8) If any of theentitiesinvolved are corporations, they

must befamily owned corporations, where members of

the same family control the corporations through
ownership of fifty percent (50%) or more of thevoting
stock.

(c) In order to establish a historical cost basis in the
saleof facilitiesbetween family members, thebuyer shall
obtain a Member Appraiser Institute (MAI) appraisal,
which appraisal is subject to the approval of the office.
Theappraisal shall be donewithin ninety (90) daysof the
date of the sale. The historical cost basisfor purposes of
determining the average historical cost of property of the
median bed shall be the lower of the historical cost basis
of the buyer or the MAI appraisal of facilities and
equipment.

(d) If alease of facilities between family members
under subsection (b)(2) qualifies as a capitalized lease
under guidelines established by the American Institute of
Certified Public Accountants, the transaction shall be
treated as asal e of facilities between family membersfor
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purposes of determining the average historical cost of
property of the median bed. (Office of the Secretary of
Family and Social Services; 405 IAC 1-14.6-15; filed
Aug 12, 1998, 2:27 p.m.: 22 IR 78, €ff Oct 1, 1998;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.6-16  Unallowable costs; cost ad-
justments; charity and
courtesy allowances; dis-
counts; rebates; refunds

of expenses
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 16. (a) Charity, courtesy allowances, discounts,
refunds, rebates, and other similar items granted by a
provider shall not be included in allowable costs. Bad
debts incurred by a provider shall not be an allowable
Cost.

(b) Payments that must be reported on the annual
financial report form that are received by a provider, an
owner, or other official of aprovider inany formfroma
vendor shall be considered areduction of the provider’s
costs for the goods or services from that vendor.

(c) The cost of goods or services sold to nonpatients
shall be offset against the total cost of such service to
determine the allowable patient-related expenses. If the
provider has not determined the cost of such items, the
revenue generated from such sales shall be used to off set
thetotal cost of such services.

(d) For nursing facilities that are certified to provide
Medicare-covered skilled nursing facility services and
are required by the Medicare fiscal intermediary to
submit a full Medicare cost report, the office or its
contractor shall remove from allowableindirect careand
administrative costs the portion of those costs that are
allocable to therapy services reimbursed by other payers
and nonallowable ancillary services. In determining the
amount of indirect care costs and administrative costs
that shall be removed from alowable costs, the office or
its contractor shall calculate a ratio of indirect cost to
direct cost based on the direct and total therapy and
nonallowable ancillary costs reported on each facility’s
Medicare cost report.

(e) For nursing facilities that are certified to provide
Medicare-covered skilled nursing facility services that
are not required by the Medicare fiscal intermediary to
submit a full Medicare cost report, the office or its
contractor shall remove from allowableindirect care and
administrative costs the portion of those costs that are
allocableto therapy services reimbursed by other payers
and nonallowable ancillary services. In determining the
amount of indirect care costs and administrative costs
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that shall be removed from allowable costs, the office or
itscontractor shall removetheindirect and administrative
costs reimbursed by other payers based on a statewide
average ratio, excluding hospital based facilities, of
indirect costs to direct costs for such therapy and ancil-
lary services, as determined from full Medicare cost
reports. Thestatewide averageratio shall be computed on
astatewide basis from the most recently completed desk
reviewed annual financial report and shall be maintained
by the office with revisions made four (4) times per year
effective January 1, April 1, July 1, and October 1.
(Office of the Secretary of Family and Social Services,
405 1AC 1-14.6-16; filed Aug 12, 1998, 2:27 p.m.: 22 IR
79, eff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822; filed Oct 10, 2002, 10:47 am.: 26 IR
716; filed Jul 29, 2003, 4:00 p.m.: 26 IR 3875)
4051AC 1-14.6-17  Allowable costs; wages; costs
of employment; record
keeping; owner or related

party compensation
Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 17. (8) Reasonable compensation of individuas
employed by a provider isan alowable cog, provided such
employees are engaged in patient care-rdated functionsand
that compensation amounts are reasonable and alowable
under this section and section 18 of thisrule.

(b) The provider shall report on the forms prescribed
by the office, al patient-related staff costs and hours
incurred to perform the function for which the provider
was certified. Both total compensation and total hours
worked shall be reported for all employees.

(c) Payrall records shall be maintained by the provider to
subgtantiate the staffing costs reported to the office. The
records shall indicate each employee’ s classification, hours
worked, rate of pay, and the department or functiona areato
which theemployeewas assigned and actually worked. If an
employee performs duties in more than one (1) department
or functiona area, the payroll records shall indicatethetime
alocations to the various assgnments.

(d) When an owner or related party work assignment
is at or below a department head level, the hours and
compensation shall be included in the staffing hours
reported using the forms prescribed by the office. Such
hours and compensation must be reported separately and
so identified. Compensation paid to owners or related
partiesfor performing such duties shall be allowed if the
compensation paid to owner/related parties does not
exceed the price paid in the open market to obtain such
services by nonowners or nonrelated parties. Such
compensation to owner/related parties is not subject to
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the limitation found in section 18 of this rule. (Office of
the Secretary of Family and Social Services; 405 1AC 1-
14.6-17; filed Aug 12, 1998, 2:27 p.m.: 22 IR 79, eff Oct
1, 1998; filed Mar 2, 1999, 4:42 p.m.; 22 IR 2246;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.6-18  Allowable costs; calculation

of allowable owner or

related party compensa-

tion; wages; salaries; fees
Authority: 1C 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 1215

Sec. 18. (8) Compensation for owner, related party,
management, generd line personne, and consultants who
perform management functions, or any individua or entity
rendering services above the department head level shdl be
subject totheannua limitationsdescribed inthissection. All
compensation received by the parties as described in this
subsection shall bereported and separately identified onthe
financid report formeven though such payment may exceed
the limitations. This compensation is allowed to cover costs
for all adminigtrative, policymaking, decision making, and
other management functions above the department head
level. This includes wages, salaries, and fees for owner,
adminigtrator, assi stant administrator, management, contrac-
tors, and consultants who actualy perform management
functionsaswell asany other individua or entity performing
such tasks.

(b) The maximum amount of owner, related party, and
management compensation for the parties identified in
subsection (@) shall be the lesser of the amount under
subsection (c), as updated by the office on July 1 of each
year based on the average rate of change of the most
recent twelve (12) quartersof the GrossNational Product
Implicit Price Deflator, or the amount of patient-related
wages, salaries, or fees actually paid or withdrawn that
were properly reported to the federal Internal Revenue
Service as wages, saaries, fringe benefits, or fees. If
lighilities are established, they shall be paid within
seventy-five (75) days after the end of the accounting
period or such costs shall be disallowed.

(c) Theowner, related party, and management compen-
sation limitation per operation effective July 1, 1995,
shall be asfollows:

Owner and Management Compensation

Beds Allowance
10 $21,542
20 $28,741
30 $35,915
40 $43,081
50 $50,281
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60 $54,590
70 $58,904
80 $63,211
90 $67,507
100 $71,818
110 $77,594
120 $83,330
130 $89,103
140 $94,822
150 $100,578
160 $106,311
170 $112,068
180 $117,807
190 $123,562
200 $129,298
200 and over $129,298+ $262/bed over 200

This subsection applies to each provider of a Medicaid-
certified operation. Theunused portionsof theallowance
for one (1) operation shall not be carried over to other
operations. (Office of the Secretary of Family and Social
Services; 405 |IAC 1-14.6-18; filed Aug 12, 1998, 2:27
p.m.: 22 IR 80, eff Oct 1, 1998; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.6-19 Medical or nonmedical sup-
plies and equipment
Authority: IC 12-8-6-5; IC 12-15-1-10; I C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 19. The approved per diem rate in nursing facili-
ties includes the cost of both medical and nonmedical
supply items, and the provider shall not bill the Medicaid
programfor such itemsin addition to the established rate.
Under no circumstances shall medical or nonmedical
supplies and equipment for nursing facility residents be
billed through apharmacy or other provider. Medical and
nonmedical supply items for nursing facility residents
that are reimbursed by other payor sources shall not be
reimbursed by Medicaid. (Office of the Secretary of
Family and Social Services; 405 IAC 1-14.6-19; filed
Aug 12, 1998, 2:27 p.m.: 22 IR 80, eff Oct 1, 1998; filed
Mar 2, 1999, 4:42 p.m.: 22 IR 2247; readopted filed Jun
27,2001, 9:40 a.m.: 24 IR 3822)
4051AC 1-14.6-20  Nursing facilitiesreimbur se-

ment for ther apy services
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 20. (a) Therapy services provided to Medicaid
recipients by nursing facilities are included in the estab-
lished rate. Under no circumstances shall therapies for
nursing facility residents be billed to Medicaid through
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any provider. Therapy services for nursing facility
residentsthat are reimbursed by other payor sourcesshall
not be reimbursed by Medicaid.

(b) For purposes of determining allowable therapy
costs, the office or its contractor shall adjust each pro-
vider’s cost of therapy services reported on the Nursing
Facility Financia Report, including any employee
benefits prorated based on total salaries and wages, to
account for non-Medicaid payers, including M edi care, of
therapy services provided to nursing facility residents.
Such adjustment shall be applied to each cost report in
order to remove reported costs attributable to therapy
services reimbursed by other payers. The adjustment
shall be calculated based on an alocation of reported
therapy revenues and shall be subject to field audit
verification. (Office of the Secretary of Family and Social
Services; 405 |AC 1-14.6-20; filed Aug 12, 1998, 2:27
p.m.: 22 IR 81, eff Oct 1, 1998; filed Mar 2, 1999, 4:42
p.m.: 22 IR 2247; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR
2470)

4051AC 1-14.6-21  Allocation of expenses
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 21. (a) Except as provided in subsection (b), the
detailed basisfor allocation of expensesbetween nursing
facility services and other services in a facility shall
remain a prerogative of the provider aslong asthe basis
isreasonable and consi stent between accounting periods.

(b) The following relationships shall be followed:
(1) Reported expenses and patient censusinformation
must be for the same reporting period.
(2) Nursing salary allocations must be on the basis of
nursing hours worked and must be for the reporting
period except when specific identification is used
based on the actual salaries paid for the reporting
period.
(3) Nothing in thisrule is intended to alter the appro-
priate classification of costs on the annual financial
report from the appropriate classification of costs
under 405 IAC 1-14.1 [405 IAC 1-14.1 wasrepealed
filed May 30, 1997, 4:25 p.m.: 20 IR 2774.]. No
allocation of costsbetween annual financial reportline
items shall be permitted.

(4) Any changes in the allocation or classification of

costs must be approved by the office prior to the

changes being implemented. Proposed changes in
allocation or classification methods must be submitted
totheofficefor approval at least ninety (90) days prior
to the provider's reporting year end.

(Office of the Secretary of Family and Social Services,
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405 1AC 1-14.6-21; filed Aug 12, 1998, 2:27 p.m.: 22 IR

81, ff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40

a.m.: 24 IR 3822)

4051AC 1-14.6-22  Administrative reconsider a-
tion; appeal

Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-3

Affected: |C 4-21.5-3; IC 12-13-7-3; IC 12-15

Sec. 22. () The Medicaid rate-setting contractor shall
notify each provider of the provider’ srate after such rate
has been computed. If the provider disagrees with the
rate or allowable cost determinations, the provider must
request an administrative reconsideration by the
Medicaid rate-setting contractor. Such reconsideration
request shall be in writing and shall contain specific
issues to be reconsidered and the rationale for the pro-
vider's position. The request shall be signed by the
provider or the authorized representative of the provider
and must be received by the contractor within forty-five
(45) days after release of the rate as computed by the
Medicaid rate-setting contractor. Upon receipt of the
request for reconsideration, the Medicaid rate-setting
contractor shall evaluate the data. After review, the
Medicaid rate-setting contractor may amend the rate,
amend the challenged procedure or allowable cost
determination, or affirm the original decision. The
Medicaid rate-setting contractor shall thereafter notify
the provider of itsfinal decision inwriting, within forty-
five (45) days of the Medicaid rate-setting contractor’s
receipt of the request for reconsideration. In the event
that a timely response is not made by the rate-setting
contractor to the provider’ s reconsideration request, the
request shall be deemed denied and the provider may
pursue its administrative remedies as set out in subsec-
tion (d).

(b) If the provider disagreeswith arateredetermination
resulting from afinancial audit adjustment or reportable
condition affecting arate, the provider must request an
administrative reconsideration from the Medicaid finan-
cial audit contractor. Such reconsideration request shall
be in writing and shall contain specific issues to be
considered and the rationale for the provider’s position.
Thereguest shall be signed by the provider or authorized
representative of the provider and must be received by
the Medicaid audit contractor within forty-five (45) days
after release of the rate computed by the Medicaid rate-
setting contractor. Upon receipt of the request for recon-
sideration, the Medicaid audit contractor shall evaluate
thedata. After review, the Medicaid audit contractor may
amend the audit adjustment or reportable condition or
affirm the origina adjustment. The Medicaid audit
contractor shall thereafter notify the provider of itsfinal
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decision in writing within forty-five (45) days of the
Medicaid audit contractor’s receipt of the request for
reconsideration. Inthe event that atimely responseisnot
made by the audit contractor to theprovider’ sreconsider-
ation request, the request shall be deemed denied and the
provider may pursue its administrative remedies under
subsection (d).

(c) If theprovider disagreeswith arateredetermination
resulting from arecalculation of its CM| dueto an MDS
audit affecting the established Medicaid rate, the pro-
vider must request an administrativereconsideration from
the MDS audit contractor. Such reconsideration request
shall bein writing and shall contain specific issuesto be
considered and the rationale for the provider’ s position.
Therequest shall be signed by the provider or authorized
representative of the provider and must be received by
the MDS audit contractor within forty-five (45) days
after release of the rate computed by the Medicaid rate-
setting contractor. Upon receipt of the request for recon-
sideration, the MDS audit contractor shall evaluate the
data. After review, the MDS audit contractor may amend
the audit adjustment or affirm the original adjustment.
The MDS audit contractor shall thereafter notify the
provider of itsfinal decision in writing within forty-five
(45) days of the MDS audit contractor’s receipt of the
request for reconsideration. In the event that a timely
response is not made by the audit contractor to the
provider’s reconsideration request, the request shall be
deemed denied and the provider may pursueitsadminis-
trative remedies under subsection (d).

(d) After completion of the reconsideration procedure
under subsection (), (b), or (c), the provider may initiate an
appedl under |C 4-21.5-3. (Office of the Secretary of Family
and Social Services; 4051AC 1-14.6-22; filed Aug 12, 1998,
2:27p.m.: 221R81, eff Oct 1, 1998; filed Mar 2, 1999, 4:42
p.m.; 22 1R2247; erratafiled Jul 28,1999, 3:10p.m.: 221IR
3937; readopted filed Jun 27, 2001, 9:40 am.: 24 1R 3822;
filed Oct 10, 2002, 10:47 am.; 26 IR716; filed Jul 29, 2003,
4:00 p.m.: 26 IR 3876)

Rule 15. Nursing Facilities; Electronic Transmis-
sion of Minimum Data Set

4051AC 1-15-1  Scope

4051AC 1-15-2  Definitions

4051AC 1-15-3 Genera requirements

4051AC 1-15-4 MDS supporting documentation require-

ments

MDS audit requirements

MDS assessment requirements

Nursing restorative programs

405 1AC 1-15-5
405 1AC 1-15-6
405 1AC 1-15-7

4051AC 1-15-1 Scope
Authority: IC 12-8-6-5; |C 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15
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Sec. 1. Thissection requiresnursing facilities certified
to provide nursing facility careto Medicaid recipientsto
electronically transmit minimumdataset (MDS) informa-
tionfor all residents, including residentsin anoncertified
bed, to the office of Medicaid policy and planning for
usein establishing and maintai ning acase mix reimburse-
ment system for Medicaid payments to nursing facilities
and other Medicaid program management purposes.
(Office of the Secretary of Family and Social Services,
4051AC 1-15-1; filed Nov 1, 1995, 8:30 a.m.: 19 IR 350;
filed Mar 2,1999, 4:42 p.m.: 22 1R 2247; readopted filed
Jun 27,2001, 9:40 a.m.: 24 1R 3822; filed Mar 18, 2002,
3:30 p.m.: 251R 2471)

405 | AC 1-15-2 Definitions
Authority: 1C 12-8-6-5; |1C 12-15-1-10; IC 12-15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 2. (a) The definitions in this section apply
throughout thisrule.

(b) “Case mix reimbursement” means a system of
paying nursing facilitiesaccording to themix of residents
in each facility as measured by resident characteristics
and service needs. Itsfunction isto provide payment for
resources needed to serve different types of residents.

() “Minimum data set” means a core set of screening
and assessment elements, including common definitions
and coding categories, that forms the foundation of the
comprehensive assessment for all residents of long term
care facilities certified to participate in the Medicaid
program. Theitemsinthe M DS standardize communica-
tion about resident problems, strengths, and conditions
within the facilities, between facilities, and between
facilities and outside agencies. Version 2.0 (1/30/98) is
the most current form to the minimum data set (MDS
2.0). The Indiana system will employ the MDS 2.0 or
subsequent revisions as approved by the Health Care
Financing Administration (HCFA).

(d) “Office” means the office of Medicaid policy and
planning. (Office of the Secretary of Family and Social
Services; 405 |AC 1-15-2; filed Nov 1, 1995, 8:30 a.m.;
19 IR 350; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2248;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 |AC 1-15-3 General requirements
Authority: |C 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 3. (a) The office shall do the following:

(1) Adopt a schedule for nursing facility MDS data
electronic transmission, based on the federal assess-
ment schedul e established by HCFA.

(2) Specify the method by which datashall betransmit-
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ted to the office, or its contractor, by nursing facilities.

(3) Provide nursing facilities with technical supportin

preparing MDS transmission to the office, or its

contractor, including, but not limited to, thefollowing:
(A) Providing training on the transmission of MDS
data.
(B) Establishing standards for computer software
and hardware for use in MDS data transmission.
(C) Any other support that the office deems neces-
sary for successful transmission of MDS data.

(b) Allowable costs incurred by nursing facilities
relating to transmission of MDS data to the office shall
be reimbursed through the cost reporting mechanism
established under 405 IAC 1-14.6. (Office of the Secre-
tary of Family and Social Services; 4051AC 1-15-3; filed
Nov 1, 1995, 8:30 a.m.: 19 IR 351; filed Mar 2, 1999,
4:42 p.m.: 22 IR 2248; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822)

405 IAC 1-15-4 MDS supporting documentation

requirements
Authority: |C 12-8-6-5; |C 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15-13-6

Sec. 4. (a) The office shall publish supporting docu-
mentation guidelines for all MDS data el ementsthat are
utilized to classify nursing facility residents in accor-
dance with the RUG-II1 resident classification system.
The guidelines shall be published as a provider bulletin
and may be updated by the office as needed. Any such
updates shall be made effective no earlier than permitted
under |C 12-15-13-6(a).

(b) Nursing facilities shall maintain supporting docu-
mentation in the resident’s medical chart for al MDS
data elementsthat are utilized to classify nursing facility
residents in accordance with the RUG-III resident
classification system. Such supporting documentation
shall be maintained by the nursing facility for al resi-
dents in a manner that is accessible and conducive to
audit. (Office of the Secretary of Family and Social
Services; 405 |AC 1-15-4; filed Mar 2, 1999, 4:42 p.m..
22 IR 2248; readopted filed Jun 27, 2001, 9:40 a.m.: 24
IR 3822)

405 | AC 1-15-5 MDS audit requirements
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 5. (a) Theofficeoritscontractor shall periodically
audit the M DS supporting documentation maintained by
nursing facilities for al residents, regardless of payer
type. Such audits shall be conducted as frequently as
deemed necessary by the office, and each nursing facility
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shall be audited no lessfrequently than every fifteen (15)
months. Advance notification of up to seventy-two (72)
hours shall be provided by the office or its contractor for
all MDS audits, except for follow-up audits that are
intended to ensure compliance with validation improve-
ment plans. Advance notification for follow-up audits
shall not be required.

(b) The MDD S assessments subject to audit will include
those assessments most recently transmitted to the office
or its contractor in accordance with section 1 of thisrule.
The office may audit additional MDS assessmentsif itis
deemed necessary. All supportive documentation to be
considered for MDS audit must meet the criteria as
specified in Section AA9 ontheMDSVersion 2.0 Basic
Assessment Tracking Form.

(c) When conducting the MDS audits, the office or its
contractor shal consider all M DS supporting documentation
that isprovided by the nursing facility and isavailableto the
auditors prior to the exit conference. MDS supporting
documentation that is provided by the nursing facility after
the exit conference shdl not be considered by the office.

(d) The nursing facility shall be required to produce,
upon request by the office or its contractor, a computer
generated copy of the MDS assessment that is transmit-
ted in accordance with section 1 of thisrule, which shall
be the basis for the MDS audit.

(e) Suspected intentional alteration of clinical docu-
mentation, or creation of documentation after MDS
assessments have been transmitted, shall be referred to
the Medicaid fraud control unit (MFCU) of the Indiana
attorney general’s office for investigation of possible
fraud. Such an investigation could result in afelony or
misdemeanor criminal conviction. (Office of the Secre-
tary of Family and Social Services; 4051AC 1-15-5; filed
Mar 2, 1999, 4:42 p.m.: 22 IR 2249; readopted filed Jun
27,2001, 9:40 a.m.: 24 IR 3822; filed Mar 18, 2002,
3:30 p.m.: 251R 2471)

405 |AC 1-15-6 M DS assessment requirements
Authority: IC 12-8-6-5; IC 12-15-1-10; I C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 6. Nursing facilities shall complete and transmit
totheoffice or itscontractor anew full or quarterly MDS
assessment for all residents not in acontinuing Medicare
Part A stay after the conclusion of all physical, speech,
and occupational therapies. Thisrequirement only applies
when the immediately preceding assessment for a resi-
dent classified him/her in the Rehabilitation category.
Such new full or quarterly assessments shall be com-
pleted in order that the MDS assessment reference date
(A3a) shal be no earlier than eight (8) days and no later
than ten (10) days after the conclusion of al physical,
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speech, and occupational therapies. If the resident
expires or is discharged from the facility, no such new
full or quarterly assessment is required. (Office of the
Secretary of Family and Social Services; 405 |AC 1-15-
6; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2249; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Mar 18,
2002, 3:30 p.m.: 25 1R 2471)

405 |AC 1-15-7 Nursing restor ative programs
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 7. For purposes of determining the amount of
nursing restorative carethat iscredited to nursing facility
residents that participate in group programs, the follow-
ing MDS completion guideline shall apply. If anindivid-
ual nursing facility resident is participating in a group
nursing restorative program of four (4) or fewer partici-
pants, then the full amount of nursing restorative time
shall be documented and recorded for all participantsin
suchnursing restorative program. (Officeof the Secretary
of Family and Social Services; 405 IAC 1-15-7; filed
Mar 2, 1999, 4:42 p.m.: 22 IR 2249; readopted filed Jun
27,2001, 9:40 a.m.: 24 IR 3822)

Rule 16. Reimbursement for Hospice Services
4051AC 1-16-1 Policy
405|AC 1-16-2 Levelsof care
4051AC1-16-3 Limitation on payments for inpatient care
4051AC1-16-4 Additional amount for nursing facility
residents
4051AC 1-16-5 Reimbursement for physician services

405 |AC 1-16-1 Policy
Authority: |C12-8-6-5; IC 12-15-1-10; IC 12-15-21-2; | C 12-15-40
Affected: 1C 12-15

Sec. 1. (a) Thisrule setsforth proceduresfor payment for
services rendered to Medicaid recipients by duly certified
hospice providers that provide hospice care. All payments
referred towithinthisrulefor the provider groupsand levels
of care are contingent upon the following:

(1) Proper and current certification.

(2) Compliance with applicable state and federal

statutes and regul ations.

(b) The procedures described in this rule set forth
methods of reimbursement that promote quality of care,
efficiency, economy, and consistency. These procedures
recognize level and quality of care, establish effective
accountability over Medicaid expenditures, and compen-
sate providers for reasonable, allowable costs that must
be incurred by efficiently and economically operated
facilities. The system of payment outlined in thisruleis
a prospective system. (Office of the Secretary of Family
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and Social Services; 4051AC 1-16-1; filed Mar 9, 1998,
9:30 am.: 21 IR 2377; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822)

405 |AC 1-16-2 Levelsof care
Authority: 1C12-8-6-5; 1C 12-15-1-10; | C 12-15-21-2; 1C 12-15-40
Affected: 1C 12-15

Sec. 2. (a) Reimbursement for hospice care shall be
made according to the methodology and amounts cal cu-
lated by the Centersfor Medicare and Medicaid Services
(CMS), formerly the Health Care Financing Administra-
tion (HCFA). Medicaid hospice reimbursement rates are
based on Medicare reimbursement rates and methodol o-
gies, adjusted to disregard offsets attributable to
Medicare coinsurance amounts. The rates will be ad-
justed for regional differences in wages using the geo-
graphical areas defined by CM S and hospice wage index
published by CMS.

(b) Medicaid reimbursement for hospice services will
bemadeat one (1) of four (4) al-inclusive per diemrates
for each day in which a Medicaid recipient is under the
careof thehospiceprovider. Thereimbursement amounts
are determined within each of the following categories:

(2) Routine home care.

(2) Continuous home care.

(3) Inpatient respite care.

(4) General inpatient hospice care.

(c) The hospice will be paid at the routine home care
rate for each day the recipient is at home, under the care
of the hospice provider, and not receiving continuous
home care. Thisrateispaid without regard to the volume
or intensity of routine home care services provided on
any given day.

(d) Continuous home care is to be provided only
during aperiod of crisis. A period of crisisisdefined as
aperiod in which a patient requires continuous care that
is primarily nursing care to achieve palliation and man-
agement of acute medical symptoms. Care must be
provided by either a registered nurse or a licensed
practical nurse, and a nurse must provide care for over
half the total period of care. A minimum of eight (8)
hoursof care must be provided during atwenty-four (24)
hour day that beginsand endsat midnight. Thiscareneed
not be continuous and uninterrupted. The continuous
home care rate is divided by twenty-four (24) hours in
order to arrive at an hourly rate. For every hour or part of
an hour of continuous carefurnished, the hourly ratewill
be reimbursed to the hospice provider for up to twenty-
four (24) hours a day.

(e) The hospice provider will be paid at the inpatient
respite care rate for each day that the recipient isin an
approved inpatient facility and is receiving respite care.
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Respite care is short term inpatient care provided to the
recipient only when necessary to relieve the family
members or other persons caring for the recipient.
Respite care may be provided only on an occasional
basis. Payment for respite care may be made for a
maximum of five (5) consecutive days at atime, includ-
ing the date of admission, but not counting the date of
discharge. Payment for the sixth and any subsequent days
isto be made at the routine home care rate.

() Subject to the limitations in section 3 of thisrule, the
hospiceprovider will bepaid at thegenera inpatient hospice
rate for each day the recipient is in an gpproved inpatient
hospice facility and is recelving services rlated to the
termind illness. The recipient must require genera inpatient
carefor pain contral or acute or chronic symptom manage-
ment that cannot be managed in other settings. Documenta:
tionintherecipient’ srecord must clearly explain thereason
for admission and therecipient’ scondition during thestay in
thefacility a thislevel of care. No other fixed payment rate
(i.e,, routine home care) will bemadefor aday on which the
patient receives general hospice inpatient care. Services
providedin theinpatient setting must conformto the hospice
patient’s plan of care. The hospice provider is the profes-
sona manager of the patient's care, regardless of the
physica setting of that care or the level of care. If the
inpatient facility isnot also the hospice provider, thehospice
provider must have a contract with the inpatient facility
delineating the roles of each provider in the plan of care.

(9) When routine home care or continuous home care is
furnished to arecipient who residesin anursing facility, the
nursing facility is considered the recipient’s home.

(h) Reimbursement for inpatient respite care is avail-
able only for arecipient who resides in a private home.
Reimbursement for inpatient respite careisnot available
for arecipient who residesin anursing facility.

(i) When a recipient is receiving general inpatient or
inpatient respite care, the applicable inpatient rate
(general or respite) is paid for the date of admission and
all subsequent inpatient days, except the day on which
the patient is discharged. For the day of discharge, the
appropriate home carerateis paid unlessthe patient dies
as an inpatient. In the case where the member is dis-
charged deceased, the applicable inpatient rate (general
or respite) ispaid for the date of discharge. (Office of the
Secretary of Family and Social Services; 405 |AC 1-16-
2; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2377; readopted
filed Jun 27, 2001, 9:40 am.: 24 IR 3822; filed Jun 5,
2003, 8:30 a.m.: 26 IR 3634)

405 IAC 1-16-3 Limitation on paymentsfor inpa-
tient care
Authority: |C 12-8-6-5; |C 12-15-1-10; 1 C 12-15-21-2; 1C 12-15-40
Affected: IC 12-15
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Sec. 3. (8) Payments to a hospice for inpatient care must
be limited according to the number of days of inpatient care
furnished to Medicaid recipients. During the twelve (12)
month period beginning November 1 of each year and
ending October 31 of thenext year, the aggregate number of
inpatient days (both genera inpatient days and inpatient
respite care days) for any given hospice provider may not
exceed twenty percent (20%) of the total number of days of
hospice care provided to dl Medicaid recipients during the
same period by the designated hospice provider or its
contracted agent or agents. For purposesof thiscomputation,
if it is determined that the inpatient rate should not be paid,
any daysfor which the hospice provider receives payment at
ahome care rate will not be counted asinpatient days.

(b) Thelimitationson payment for inpatient daysareas
follows:

(1) The maximum number of allowableinpatient days

will be calculated by multiplying the total number of a

provider's Medicaid hospice days by twenty percent

(20%).

(2) If the total number of days of inpatient care to

Medicaid hospicerecipientsislessthan or equal to the

maximum number of inpatient days computed in

subdivision (1), then no adjustment is made.

(3) If the total number of days of inpatient care to

Medicaid hospice recipients is greater than the maxi-

mum number of inpatient days computed in subdivi-

sion (1), then the payment limitation will be deter-
mined by the following method:
(A) Caculating theratio of the maximum allowable
inpatient days to the number of actual days of inpa
tient care, and multiplying this ratio by the total
reimbursement for inpatient care that was made.
(B) Multiplying excess inpatient care days by the
routine home carerate.
(C) Adding together the amounts calculated in
clauses (A) and (B).
(D) Comparing the amount in clause (C) with total
reimbursement made to the hospice provider for
inpatient care during the cap period. The amount by
which total reimbursement made to the hospice
provider for inpatient care for Medicaid recipients
exceeds the amount calculated in clause (C) is due
from the hospice provider.
(Office of the Secretary of Family and Social Services,
405 IAC 1-16-3; filed Mar 9, 1998, 9:30 a.m.: 21 IR
2378; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822)

4051AC 1-16-4 Additional amount for nursing facil-
ity residents
Authority: |C12-8-6-5; |C 12-15-1-10; | C 12-15-21-2; | C 12-15-40
Affected: IC 12-15

405 1AC 1-16-5

Sec. 4. (a) An additiona per diem amount will be paid
directly to the hospice provider for room and board of
hospice residentsin acertified nursing facility receiving
routine or continuous care services, when the office has
determined that the recipient requires nursing facility
level of care. Medicaid reimbursement is available for
hospice services rendered to a nursing facility resident
only if, prior to services being rendered, the hospice and
the nursing facility enter into awritten agreement under
which the hospicetakesfull responsibility for the profes-
sional care management of the resident’s hospice care
andthenursing facility agreesto provide room and board
to the individua. In this context, “room and board”
includes all assistance in the activities of daily living,
socializing activities, administration of medication,
maintaining the cleanliness of a resident’s room, and
supervision and assisting in the use of durable medical
equipment and prescribed therapies.

(b) Theroomand board ratewill be ninety-five percent
(95%) of thelowest per diem reimbursement rate Indiana
Medicaid would have paid to the nursing facility for any
resident for those dates of service on which the recipient
was aresident of that facility.

(c) Medicaid payment to the nursing facility for
nursing facility carefor the hospiceresident is discontin-
ued when the resident makes an election to receive
hospice care. Any payment to the nursing facility for
furnishing room and board to hospice patientsis made by
the hospice provider under the terms of its agreement
with the nursing facility.

(d) The additional amount for room and board is not
availablefor recipientsrecelving inpatient respite care or
general inpatient care. (Office of the Secretary of Family
and Social Services; 405 |AC 1-16-4; filed Mar 9, 1998,
9:30 am.: 21 IR 2378; readopted filed Jun 27, 2001,
9:40 a.m.: 24 IR 3822; filed Jun 5, 2003, 8:30 a.m.; 26
IR 3635)

405 |AC 1-16-5 Reimbursement for physician ser-
vices
Authority: IC12-8-6-5; 1C 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 5. (a) The basic payment rates for hospice care
represent full reimbursement to the hospice provider for
the costs of all covered services related to the treatment
of therecipient'sterminal illness, including the adminis-
trative and general activities performed by physicians
who are employees of or working under arrangements
made with the hospice provider. These activities would
generally be performed by the physician serving as the
medical director and the physician member of thehospice
interdisciplinary group. Group activitiesinclude partici-
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pation in the establishment of plans of care, supervision
of care and services, periodic review and updating of
plans of care, and establishment of governing policies.
The costs for these services are included in the reim-
bursement rates for hospice care.

(b) Reimbursement for ahospiceemployed physician's
direct patient servicesthat are not rendered by a hospice
volunteer is made in accordance with the usual Indiana
Medicaid reimbursement methodology for physician
services. These services will be billed by the hospice
provider under the Medicaid hospice provider number.
The only physician services to be billed separately from
the hospice per diem are direct patient care services.
Laboratory and x-ray services relating to the terminal
condition are included in the hospice daily rate.

(c) Reimbursement for an independent physician's
direct patient servicesthat are not rendered by a hospice
volunteer is made in accordance with the usual Indiana
Medicaid reimbursement methodology for physician
services. These serviceswill not be billed by the hospice
provider under the hospice provider number. The only
services to be billed by an attending physician are the
physician's personal professional services. Costs for
services such as laboratory or x-rays are not to be in-
cluded on the attending physician's billed charges to the
Medicaid program when those services relate to the
terminal condition. These costs are included in the daily
rates paid and are expressly the responsibility of the
hospice provider.

(d) Volunteer physician services are excluded from
Medicaid reimbursement. However, a physician who
provides volunteer services to a hospice may be reim-
bursed for nonvolunteer services provided to hospice
patients. In determining which services are furnished on
a volunteer basis and which are not, a physician must
treat Medicaid patients on the same basis as other
hospice patients. For example, a physician may hot
designate all physician services rendered to non-
Medicaid patients as volunteered and at the same time
seek payment for all physician services rendered to
Medicaid patients. (Office of the Secretary of Family and
Social Services; 4051AC 1-16-5; filed Mar 9, 1998, 9:30
a.m.: 21 IR 2378; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822)

Rule 17. Rate-Setting Criteria for State-Owned
I ntermediate Car e Facilitiesfor the Mentally

Retarded
4051AC 1-17-1  Policy; scope
405AC 1-17-2  Definitions
4051AC 1-17-3 Accounting records; retention schedule;

audit trail; cash basis, segregation of ac-
countsby nature of businessand by location
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4051AC1-17-4  Financial report to office; annual schedule;

prescribed form; extensions; penalty for

untimely filing

New provider; initial financial report to

office; criteria for establishing initia in-

terim rates; supplemental report; base rate

Ssetting

Active providers; rate review; annual re-

quest; additional requests; requests due to

changein law

Request for ratereview; budget component;

occupancy level assumptions; effect of

inflation assumptions

Limitations or qualificationsto Medicaid

reimbursement; advertising

Criterialimiting rate adjustment granted by

office

405 1AC 1-17-10 Computation of rate; allowable costs; re-
view of cost reasonableness

4051AC 1-17-11 Allowable costs; capital reimbursement;
depreciable life

405 1AC 1-17-12 Capital reimbursement; basis; historical
cost; mandatory record keeping; valuation

405 1AC 1-17-13 Unallowable costs; cost adjustments; char-
ity and courtesy alowances; discounts;
rebates; refunds of expenses

405 1AC 1-17-14 Allowable costs;, wages; costs of employ-
ment; record keeping; owner or related
party compensation

405 |AC 1-17-15 Allowable costs; calculation of allowable
owner or related party compensation;
wages; salaries; fees; fringe benefits

405 1AC 1-17-16 Allocation of costs

405 |AC 1-17-17 State-owned intermediate care facilities for
the mentally retarded per diem rate

405 1AC 1-17-18 Administrative reconsideration; appeal

4051AC 1-17-5

405 1AC 1-17-6

4051AC1-17-7

4051AC 1-17-8

4051AC 1-17-9

405 |AC 1-17-1 Palicy; scope
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2

Affected: IC 12-13-7-3; IC 12-15-13-3; IC 24-4.6-1-101

Sec. 1. (a) Thisrule setsforth procedures for payment
for services rendered to Medicaid recipients by duly
certified, state-owned intermediate care facilitiesfor the
mentally retarded (ICF/MR). All payments referred to
withinthisrulefor the provider groupsand levelsof care
are contingent upon the following:

(1) Proper and current certification.

(2) Compliance with applicable state and federal

statutes and regul ations.

(b) The procedures described in this rule set forth
methods of reimbursement that promote quality of care,
efficiency, economy, and consistency. These procedures
recognize level and quality of care, establish effective
accountability over Medicaid expenditures, provide for
aregular review mechanismfor rate changes, compensate
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providers for reasonable, alowable costs incurred by a
prudent businessperson, and allow incentives to encour-
age efficient and economic operations. The system of
payment outlined in this rule is a prospective system
predicated on a reasonable, cost-related basis. Cost
limitations are contained in this rule which establish
parameters regarding the allowability of costsand define
reasonable allowable costs.

(c) Retroactive repayment will be required by provid-
erswhen an audit verifies overpayment due to discount-
ing, intentional misrepresentation, billing or payment
errors, or misstatement of historical financia or historical
statistical data which caused a rate higher than would
have been allowed had the data been true and accurate.
Upon discovery that aprovider hasreceived overpayment
of a Medicaid claim from the office, the provider must
complete the appropriate Medicaid billing adjustment
form and reimburse the office for the amount of the
overpayment.

(d) Theoffice may implement Medicaid rates prospec-
tively without awaiting the outcome of the administrative
appeal process. However, any action by the office to
recover an overpayment from previous rate reimburse-
ments, either through deductions of future payments or
otherwise, shall await the completion of the provider's
administrative appeal within the office, providing the
provider availsitself of the opportunity to make such an
appeal. Interest shall be assessed in accordance with IC
12-15-13-3. (Office of the Secretary of Family and Social
Services; 405 |AC 1-17-1; filed Sep 1, 1998, 3:25 p.m.:
22 IR 83; readopted filed Jun 27, 2001, 9:40a.m.; 24 IR
3822)

405 1 AC 1-17-2 Definitions
Authority: IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 2. (@) As used in this rule, “al-inclusive rate”
means a per diem rate which, at aminimum, reimburses
for al nursing care, room and board, supplies, and
ancillary therapy serviceswithin asingle, comprehensive
amount.

(b) Asused in thisrule, “annual, historical, or budget
financial report” refersto apresentation of financial data,
including accompanying notes, derived from accounting
records and intended to communicate the provider's
economic resources or obligations at a point in time, or
the changes therein for a period of time in compliance
with the reporting requirements of this rule which shall
constitute a comprehensive basis of accounting.

(c) As used in this rule, “budgeted/forecasted data’
meansfinancial and statistical information that presents,
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to the best of the provider's knowledge and belief, the
expected results of operation during the rate period.

(d) As used in this rule, “cost center” means a cost
category delineated by cost reporting forms prescribed by
the office.

(e) Asused in thisrule, “office” means the office of
Medicaid policy and planning.

(f) Asusedinthisrule, " desk audit” meansareview of
awritten audit report and its supporting documents by a
qualified auditor, together with the auditor's written
findings and recommendations.

(9) Asused in thisrule, “field audit” means aformal
official verification and methodical examination and
review, including thefinal written report of the examina-
tion of original books of accounts by auditors.

(h) As used in this rule, “forms prescribed by the
office” means forms provided by the office or substitute
formswhich have received prior written approval by the
office.

(i) Asusedinthisrule, “general line personnel” means
management personnel above the department head level
who perform a policy making or supervisory function
impacting directly on the operation of the facility.

(1) Asusedinthisrule, “generally accepted accounting
principles’ means those accounting principles as estab-
lished by the American Institute of Certified Public
Accountants.

(k) Asusedinthisrule, “ICF/MR” meansintermediate
care facilities for the mentally retarded.

(I) Asusedinthisrule, “likelevelsof care” meanscare
provided in a state-operated ICF/MR.

(m) As used in this rule, “market area limitation
(MAL)" means a rate ceiling for all Medicaid rates
established by the office that is calculated on allowable
costs using forecasted data submitted by providerswhen
requesting rate review.

(n) Asusedinthisrule, “ ordinary patient related costs”
means costs of servicesand suppliesthat are necessary in
delivery of patient care by similar providers within the
state.

(o) Asusedinthisrule, “ patient/recipient care” means
thoseMedicaid program servicesdeliveredtoaMedicaid
enrolled recipient by a certified Medicaid provider.

(p) Asused in this rule, “reasonable allowable costs’
means the price a prudent, cost conscious buyer would
pay a willing seller for goods or services in an arm’'s-
length transaction, not to exceed thelimitations set outin
thisrule.

() As used in this rule, “unit of service” means all
patient care at the appropriate skill level included in the
established per diem rate required for the care of an
inpatient for one(1) day (twenty-four (24) hours). (Office
of the Secretary of Family and Social Services; 405 |AC
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1-17-2; filed Sep 1, 1998, 3:25 p.m.; 22 1R 83; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 AC 1-17-3 Accounting records; retention
schedule; audit trail; cash basis;
segregation of accountsby nature
of business and by location

Authority: |IC 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 3. (a) Thebasisof accounting used under thisruleis
a comprehensive basis of accounting other than generaly
accepted accounting principles. However, generdly accepted
accounting principles shal be followed in the preparation
and presentation of al financia reports and al reports
detailing proposed change of provider transactions unless
otherwise prescribed by thisrule.

(b) Each provider must maintain financial records for
aperiod of three (3) years after the date of submission of
financial reportsto the office. The cash basis of account-
ing shall be used in all data submitted to the office. The
provider'saccounting recordsmust establishan audit trail
from those records to the financial reports submitted to
the office.

(c) Inthe event that afield audit visit indicates that the
provider'srecords areinadequate to support data submit-
ted to the office, and the auditor isunable to complete the
audit and issue an opinion, the provider shall begiven, in
writing, alist of the deficiencies and allowed sixty (60)
days from the date of receipt of this noticeto correct the
deficiencies. In the event the deficiencies are not cor-
rected within the sixty (60) day period, the office shall
not grant any rate increase to the provider until the cited
deficiencies are corrected and certified to the office by
the provider. However, the office may:

(1) makeappropriate adj ustmentsto the applicablecost

reports of the provider resulting from inadequate

records,

(2) document such adjustmentsin afinalized exception

report; and

(3) incorporate such adjustments in prospective rate

calculations under section 1(d) of thisrule.

(d) If aprovider has business enterprises other than
those reimbursed by Medicaid under this rule, the
revenues, expenses, and statistical and financial records
for such enterprises shall be clearly identifiable from
the records of the operations reimbursed by Medicaid.
If afield audit establishes that records are not main-
tained so as to clearly identify Medicaid information,
none of the commingled costs shall be recognized as
Medicaid allowable costs and the provider's rate shall
be adjusted to reflect the disallowance effective as of
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the date of the most recent rate change.

(e) Whenmultiplefacilitiesor operationsare owned by
a single entity with a central office, the centra office
records shall be maintained as a separate set of records
with costs and revenues separately identified and appro-
priately allocated to individual facilities. Each central
office entity shall file an annua financial report and
budget financial report coincidental with thetime period
for any type of ratereview for any individual facility that
receives any central office allocation. Allocation of
central office costs shall be reasonable, conform to
generally accepted accounting principles, and be consis-
tent between years. Any change of central office alloca
tion bases must be approved by the office prior to the
changes being implemented. Proposed changes in
allocation methods must be submitted to the office at
least ninety (90) days prior to the reporting period to
which the change applies. Such costs are allowable only
to the extent that the centra office is providing services
rel ated to patient care and the provider can demonstratethat
the centrd office costs improved efficiency, economy, or
qudlity of recipient care. The burden of demonstrating that
costs are patient related lies with the provider. (Office of the
Secretary of Family and Social Services; 405 1AC 1-17-3;
filed Sep 1, 1998, 3:25 p.m.; 22 IR 84; readopted filed Jun
27,2001, 9:40 am.: 24 IR 3822)

405 IAC 1-17-4 Financial report to office; annual
schedule; prescribed form; exten-
sions; penalty for untimely filing

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 4. (a) Each provider shal submit an annud financial
report to the office not later than ninety (90) days after the
close of the provider's reporting year. The annual financial
report shdl coincidewiththefiscal year used by the provider
to report federal income taxes for the operation unless the
provider requestsin writing that adifferent reporting period
be used. Such areguest shall be submitted within sixty (60)
days after theinitia certification of aprovider. Thisoption
may be exercised only one (1) time by a provider. If a
reporting period other than the tax year is established, audit
trailsbetween the periodsarerequired, including reconcilia-
tion statementsbetweentheprovider'srecordsand theannual
financia report.

(b) The provider's annual financial report shall be
submitted using forms prescribed by the office. All data
elementsand required attachments shall be compl eted so
as to provide full financial disclosure and shall include
the following as a minimum:

(2) Patient census data.
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(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expenses and al income.

(5) Detail of fixed assets and patient related interest

bearing debt.

(6) Schedule of Medicaid and private pay charges,

private pay charges shall belowest usual and ordinary

charge on the last day of the reporting period.

(7) Certification by the provider that the data are true,

accurate, related to patient care, and that expenses not

related to patient care have been clearly identified.

(8) Certification by the preparer, if different from the

provider, that thedatawere compiled fromall informa:

tion provided to the preparer by the provider and as
such are true and accurate to the best of the preparer's
knowledge.

(c) Extension of the ninety (90) day filing period shall
not be granted unless the provider substantiates to the
office circumstances that preclude a timely filing. Re-
guests for extensions shall be submitted to the office,
prior to the date due, with full and complete explanation
of the reasons an extension isnecessary. The office shall
review the request for extension and notify the provider
of approval or disapproval within ten (10) days of
receipt. If the request for extension is disapproved, the
report shall be due twenty (20) days from the date of
receipt of the disapproval from the office.

(d) Failure to submit an annual financial report in the
time limit required shall result in the following actions:

(1) No rate review requests shall be accepted or acted

upon by the office until the delinquent report is re-

ceived.

(2) When an annual financial report isthirty (30) days

past due, and an extension has not been granted, the

rate then currently being paid to the provider shall be
reduced by ten percent (10%), effectiveonthefirst day
of the month following the thirtieth day the annual
financia report is past due, and shall so remain until
the first day of the month after the delinquent annual
financial report is received by the office. Reimburse-
ment |ost because of the penalty cannot be recovered
by the provider.

(Office of the Secretary of Family and Social Services,

405 |AC 1-17-4; filed Sep 1, 1998, 3:25 p.m.: 22 IR 85;

readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051 AC 1-17-5 New provider; initial financial re-
port to office; criteria for estab-
lishing initial interim rates; sup-
plemental report; baseratesetting

Authority: IC 12-8-6-5; IC 12-15-1-10; I1C 12-15-1-15; IC 12-
15-21-2

Affected: 1C 12-13-7-3; IC 12-15

405 1AC 1-17-5

Sec. 5. (a) Rate requests to establish initial interim
rates for a new operation or a new type of certified
service shall be filed by completing the budget financial
report form and submitting it to the office on or before
thirty (30) days after notification of the certification date
or establishment of anew service or new operation. The
budget financial report shall reflect theforecasted data of
operating for the first twelve (12) months and shall be
subj ect to appropriate reasonablenesstests. I nitial interim
rates shall be effective upon certification, or the date that
aserviceis established, whichever is later.

(b) The methodology, set out in this rule, used to
compute rates for active providers shall be followed to
compute initial interim rates for new providers, except
that historical data are not available.

(c) Since an initial interim rate is established based
upon forecasted financial data only, the provider shall
file a nine (9) month financia report within sixty (60)
days following the end of the first nine (9) months of
operation, together with forecasted data for twelve (12)
months of operation. This twelve (12) month period of
forecasted data shall start on the first day of the tenth
month of certified operation of the facility. The nine (9)
months of historical financial data and the twelve (12)
months of forecasted data shall be used to determine the
provider'sbaserate. The baserate shall be effectivefrom
the first day of the tenth month of certified operation
until the next regularly scheduled annua review. An
annual financial report need not be submitted until the
provider's first fiscal year end that occurs after the rate
effective date of abaserate. In determining the baserate,
limitationsand restrictionsotherwiseoutlined inthisrule,
except the annual rate limitation, shall apply. For pur-
poses of this subsection, in determining the nine (9)
months of the historical financial report, if the first day
of certification falls on or before the fifteenth day of a
caendar month, then that calendar month shall be
considered the provider's first month of operation. If the
first day of certification fals after the fifteenth day of a
calendar month, then the immediately succeeding calen-
dar month shall be considered the provider's first month
of certified operation.

(d) The baserate may bein effect for longer or shorter
than twelve (12) months of forecasted data. In such
cases, the various applicable limitations shall be propor-
tionately increased or decreased to cover the actual time
frame, using atwelve (12) month period as the basis for
the computation.

(e) Extension of the sixty (60) day filing period shall
not be granted unless the provider substantiates to the
office circumstances that preclude a timely filing. Re-
quests for extensions shall be submitted to the office,
prior to the date due, with full and complete explanation
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of thereasons an extension isnecessary. The office shall
review the request and notify the provider of approval or
disapproval within ten (10) days of receipt. If the exten-
sion is disapproved, the report shall be due twenty (20)
days from the date of receipt of the disapproval fromthe
office.

(f) In the event the provider fails to submit nine (9)
months of historical financial data and the twelve (12)
months of forecasted data as required in subsection (),
the following action shall be taken. When submission of
the nine (9) months of historical financial data and the
twelve (12) months of forecasted datais thirty (30) days
past due, and an extension has not been granted, the
initial rate shall be reduced by ten percent (10%), effec-
tive on thefirst day of the tenth month after certification
and shall so remain until thefirst day of the month after
receipt of thereport by the office. (Office of the Secretary
of Family and Social Services; 4051AC 1-17-5; filed Sep
1, 1998, 3:25 p.m.: 22 IR 85; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

405 IAC 1-17-6 Active providers; rate review; an-
nual request; additional requests,
requestsdueto changein law

Authority: IC 12-8-6-5; I1C 12-15-1-10; I1C 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 6. (8) As a norma practice, rates shall be re-
viewed once each year using the annual financial report
asthebasisof thereview. Therate effective date shall be
thefirst day of the fourth month following the provider's
reporting year end, provided the annual financial report
is submitted within ninety (90) days of the end of the
provider's reporting period. If the provider requests that
the rate be reviewed, a budget financial report covering
the twelve (12) month period immediately following the
expected rate effective date shall be prepared by the
provider and submitted with the annual financial report.

(b) A provider shall not be granted an additional rate
review until the review indicated in subsection (a) has
been completed. A provider may request no more than
one (1) additional rate review during its budget reporting
year when the provider can reasonably demonstrate the
need for achange in rate based on more recent historical
and forecasted data. This additional rate review shall be
completed in the same manner asthe annual ratereview,
using all other limitationsin effect at the time the annual
review took place.

(c) Torequest the additional review, the provider shall
submit, on forms prescribed by the office, aminimum of
six (6) monthsof historical dataof which at least four (4)
months must be subsequent to the fiscal year end of the
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annual financial report. In addition, a budget financia
report covering the twelve (12) month period immedi-
ately following the expected rate effective date shall be
submitted. Any new rate resulting from this additional
review shall be effective on the first day of the month
following the submission of datato the office.

(d) The office may consider changesin federal or state
law or regulation during a calendar year to determine
whether a significant rate increase is mandated. This
review will be considered separately by the office and
will not be considered as an additional rate review.
(Office of the Secretary of Family and Social Services,
405 IAC 1-17-6; filed Sep 1, 1998, 3:25 p.m.: 22 IR 86;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 1AC 1-17-7 Request for ratereview; budget
component; occupancy level as
sumptions; effect of inflation as-
sumptions

Authority: 1C 12-8-6-5; IC 12-15-1-10; I1C 12-15-1-15; IC 12-
15-21-2
Affected: 1C 12-13-7-3; IC 1215
Sec. 7. Under this rate setting system, emphasis is
placed on proper planning, budgeting, and cost control by
the provider. To establish consistency in the submission
and review of forecasted costs, the following apply:
(1) Each rate review request shall include a budget
financial report. If a budget financial report is not
submitted, therate review will not result in anincrease
in Medicaid rates but may result in a rate decrease
based on historical or annual financial reports submit-
ted.
(2) All budget financial reports shall be submitted
using forms prescribed by the office. All forecasted
data and required attachments shall be completed to
provide full financial disclosure and will include as a
minimum the following:
(A) Patient census data.
(B) Statistical data.
(C) Ownership and related party information.
(D) Statement of all expenses and all income.
(E) Detail of fixed assets and patient related interest
bearing debt.
(F) Schedule of Medicaid and private pay charges,
chargesshall bethelowest usual and ordinary charge
on the rate effective date of the rate review.
(G) Certification by the provider that forecasted data
has been prepared in good faith, with appropriate
care by qualified personnel, using appropriate
accounting principles and assumptions, and that the
process to devel op the forecasted data uses the best
information that is reasonably available and is
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consistent with the plans of the provider. The certifi-
cation shall state that all expenses not related to
patient care have been clearly identified or removed.
(H) Certification by the preparer, if the preparer is
different from the provider, that the forecasted data
were compiled from all information provided to the
preparer and that the preparer hasread theforecasted
data with its summaries of significant assumptions
and accounting policies and has considered them to
be not obviously inappropriate.
(3) Forecasted datashall bebased on acensusfigure of
not less than eighty percent (80%). The provider shall
adjust patient census data based on the highest of the
following:
(A) Eighty percent (80%) of bed days available.
Budget financial reports submitted to the office at
lessthan eighty percent (80%) occupancy will not be
considered as meeting thefiling requirements of this
section.
(B) Historical patient days for the most recent
historical period unless the provider can justify the
use of alower figure for the patient days.
(C) Forecasted patient days for the twelve (12)
month budget period.
(4) The provider and the office shall recognize and
adjust forecasted data accordingly for the inflationary
or deflationary effect on historical datafor the period
between the midpoint of the historical or annual
financial report time period and the midpoint of the
budget financia report. Forecasted data may be ad-
justed based upon reasonably anticipated rates of
inflation.
(Office of the Secretary of Family and Social Services,
405 |AC 1-17-7; filed Sep 1, 1998, 3:25 p.m.: 22 IR 86;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-17-8 Limitations or qualificationsto
Medicaid reimbursement; adver -
tising
Authority: 1C 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: 1C 12-13-7-3; IC 12-15
Sec. 8. Advertising is not an allowable cost under this
rule except for those advertising costs incurred in the
recruitment of facility personnel necessary for compli-
ancewithfacility certification requirements. Advertising
costs are not alowable in connection with public rela-
tions, fundraising, or to encourage patient utilization.
(Office of the Secretary of Family and Social Services,
405 |AC 1-17-8; filed Sep 1, 1998, 3:25 p.m.: 22 IR 87;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 1AC 1-17-10

4051AC 1-17-9 Criteria limiting rate adjustment
granted by office
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: 1C 12-13-7-3; IC 12-15
Sec. 9. The Medicaid reimbursement system is based
on recognition of the provider's allowable costs. The
payment rate is subject to several limitations. Rates will
be established at the lowest of the four (4) limitations
listed asfollows:
(1) A market area limitation (MAL) applies to all
providers covered by thisrule. The limitation shall be
computed on a statewide basis using forecasted data
submitted by providers for rate reviews. The market
area limitation is an amount which shall be one hun-
dred thirty percent (130%) of the average alowable
cost, weighted by beds that are designated for like
levels of care. The average allowable cost for like
levels of care shall be maintained by the office, and a
revision shall be made to this rate limitation four (4)
timesper year effectiveon March 1, June 1, September
1, and December 1.
(2) The calculated rate is the sum of the allowed per
diem costs.
(3) In no instance shall the approved Medicaid rate be
higher than therate paid to that provider by the general
public for the same type of services.
(4) Should the rate calculations produce a rate higher
than the reimbursement rate requested by the provider,
the approved rate shall be the rate requested by the
provider.
(Office of the Secretary of Family and Social Services,
405 |AC 1-17-9; filed Sep 1, 1998, 3:25 p.m.: 22 IR 87;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-17-10 Computation of rate; allowable
costs; review of cost reason-
ableness

Authority: 1C 12-8-6-5; IC 12-15-1-10; I1C 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 12-15

Sec. 10. (a) The rate for a room with two (2) beds,
which is the basic per diem room rate, shall be estab-
lished asaratio between total allowable costsand patient
days, subject to all other limitations described in this
rule.

(b) Costsand revenues shall bereported asrequired on
the financial report forms. Patient care costs shall be
clearly identified.

(c) The provider shall report as patient care costs only
costs that have been incurred in the providing of patient
care services. The provider shall certify on al financial
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reports that costs not related to patient care have been
separately identified on the financia report.

(d) In determining reasonableness of costs, the office
may compare line items, cost centers, or total costs of
providerswith like levels of carein the same geographic
area. The office may request satisfactory documentation
from providers whose costs do not appear to be reason-
able. (Office of the Secretary of Family and Social
Services; 4051AC 1-17-10; filed Sep 1, 1998, 3:25 p.m.:
22 IR 87; readopted filed Jun 27, 2001, 9:40a.m.; 24 IR
3822)

4051AC 1-17-11 Allowable costs; capital reim-
bursement; depreciablelife
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2

Affected: IC 12-13-7-3; IC 12-15

Sec. 11. (a) Providers shall be reimbursed for the use
of facilities and equipment, regardless of whether they
are owned or leased. Such reimbursement shall include
all depreciation, interest, lease, rent, or other consider-
ation paid for the use of property. This includes all
central office facilities and egquipment whose patient
care-related depreciation, interest, or lease expense is
allocated to the facility.

(b) The straight line method will be used to calculate
the allowance for depreciation. For depreciation pur-
poses, the following will be used:

Property Depreciable Life
Land improvements 20 years
Buildings and building components 40 years
Building improvements 20 years
Movable equipment 10 years
Vehicles 4 years
Software 3years

(Office of the Secretary of Family and Social Services,
4051AC1-17-11; filed Sep 1, 1998, 3:25 p.m.: 22 IR 88;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-17-12 Capital reimbursement; basis;
historical cost; mandatory
record keeping; valuation
Authority: 1C 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: 1C 12-13-7-3; IC 12-15
Sec. 12. (a) The basis used in computing the capital
reimbursement shall be the historical cost of all assets
used to deliver patient related services, provided the
following:
(1) They arein use.
(2) They are identifiable to patient care.
(3) They are available for physical inspection.
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(4) They are recorded in provider records.

If an asset does not meet all of the requirements pre-
scribed in this section, the cost shall not be included in
computing the reimbursement.

(b) The provider shall maintain detailed property
schedulesto provide a permanent record of all historical
costs and balances of facilities and equipment. Summa-
ries of such schedules shall be submitted with each
annual financial report, and the compl ete schedul e shall
be submitted to the office upon request.

(c) Assets used in computing capital reimbursement
shall include only items currently used in providing
services customarily provided to patients.

(d) When an asset is acquired by trading one (1) asset
for another, or abetterment or improvement is acquired,
the cost of the newly acquired asset, betterment, or
improvement shall be added to the appropriate property
category. All of the historical cost of the traded asset or
replaced betterment or improvement shall be removed
from the property category in which it was included.

(e) If asingle asset or collection of like assets acquired
in quantity, including permanent betterment or improve-
ments, has at the time of acquisition an estimated useful
life of at least three (3) years and a historical cost of at
least five hundred dollars ($500), the cost shall be
includedinthe property basisfor the approved useful life
of the asset. Itemsthat do not qualify under this subsec-
tion shall be expensed in the year acquired.

(f) The property basis of donated assets, except for
donations between providers or related parties, shall be
thefair market value defined asthe price a prudent buyer
would pay aseller inan arm’ s-length sale, or if over two
thousand dollars ($2,000), the appraised value, which-
ever islower. An asset is considered donated when the
provider acquires the asset without making any payment
for it in the form of cash, property, or services. If the
provider and the donated asset are related parties, the net
book value of the donor shall be the basis, not to exceed
fair market value. Cash donations shall be treated as
revenue items and not as offsets to expense accounts.
(Office of the Secretary of Family and Social Services,
4051AC 1-17-12; filed Sep 1, 1998, 3:25 p.m.: 221R 88;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1-17-13 Unallowable costs; cost adjust-
ments; charity and courtesy
allowances; discounts; re-

bates; refunds of expenses
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2

Affected: 1C 12-13-7-3; IC 12-15

Sec. 13. (a) Charity, courtesy alowances, discounts,
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refunds, rebates, and other similar items granted by a
provider shall not be included in allowable costs. Bad
debts incurred by a provider shall not be an alowable
Cost.

(b) Payments that must be reported on the annual
financial report form that are received by a provider, an
owner, or other official of aprovider in any formfroma
vendor shall be considered a reduction of the provider's
costs for the goods or services from that vendor.

(c) The cost of goods or services sold to nonpatients
shall be offset against the total cost of such service to
determine the allowable patient related expenses. If the
provider has not determined the cost of such items, the
revenue generated from such sales shall be used to of fset
thetotal cost of such services. (Office of the Secretary of
Family and Social Services; 405 IAC 1-17-13; filed Sep
1, 1998, 3:25 p.m.: 22 IR 88; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

405 1AC 1-17-14 Allowable costs; wages; costs of
employment; record keeping;
owner or related party com-
pensation

Authority: IC 12-8-6-5; I1C 12-15-1-10; I1C 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 14. (a) Reasonable compensation of individuals
employed or to be employed by a provider is an allow-
able cost, provided such employees are engaged in, or
will beengaged in, patient care-related functionsand that
forecasted compensation amounts are reasonablein light
of historical dataunder this section and section 15 of this
rule.

(b) The provider shall report on the financial report
form in the manner prescribed, using the forms pre-
scribed by the office, al patient related staff costs and
hoursincurred, and forecasted to beincurred, to perform
the function for which the provider was certified. Both
total compensation and total hours worked, and fore-
casted to be worked, shall be reported. If a service is
performed through a contractual agreement, imputed
hours for contracted services shall be reported.

(c) Payroll records shall be maintained by the provider
to substantiate the staffing costs reported to the office.
Said recordsshall indicateeach employee'sclassification,
hours worked, rate of pay, and the department or func-
tional area to which the employee was assigned and
actually worked. If an employee performs dutiesin more
than one (1) department or functional area, the payroll
records shall indicate the time alocations to the various
assignments. (Office of the Secretary of Family and
Social Services; 405 IAC 1-17-14; filed Sep 1, 1998,

405 1AC 1-17-15

3:25 p.m.: 22 IR 89; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822)

4051AC 1-17-15 Allowable costs; calculation of
allowable owner or related
party compensation; wages,
salaries; fees; fringe benefits
Authority: IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 15. (a) Compensation for management, consultant,
or any individual or entity rendering services above the
department head level shall be subject to the annua
limitations described in this section. All compensation
received by the parties as described in this subsection
shall be reported and separately identified on the finan-
cial report form even though such payment may exceed
the limitations. This compensation is allowed to cover
costs for all administrative, policy making, decision
making, and other management and consultant functions
above the department head level. This includes wages,
sdaries, and fees for owner, administrator, assistant
administrator, management, contractor, and consultant as
well as any other individua or entity performing such
tasks.

(b) The maximum amount of management compensa
tion for the parties identified in subsection (@) shall be
thelesser of the amount under subsection (d), as updated
by the office on July 1 of each year by determining the
average rate of change of the most recent twelve (12)
quarters of the Gross National Product Implicit Price
Deflator, or theamount of patient related wages, salaries,
or fees actually paid or withdrawn which were properly
reported to the federa Internal Revenue Service as
wages, saaries, fringe benefits, expenses, or fees. If
liabilities are established, they shall be paid within
seventy-five (75) days after the end of the accounting
period or such costs shall be disallowed.

(c) In addition to wages, salaries, and fees paid to
owners under subsection (b), the office will alow up to
twelve percent (12%) of the appropriate schedule for
fringe benefits, business expenses charged to an opera
tion, and other assets actually withdrawn that are patient
related. These expenses include fringe benefits that do
not meet nondiscriminatory requirements of the Internal
Revenue Code, entertainment, travel, or continuing
education. Other assets actually withdrawn include only
those items that were actually accrued and subsequently
paid during the cost reporting period in which personal
services were rendered and reported to the federal
Internal Revenue Service asfringe benefits, expenses, or
fees. If liabilities are established, they shall be paid



4051AC1-17-16

within seventy-five (75) days after the end of the ac-
counting period or such costs shall be disallowed.

(d) The management compensation and expense
limitation per operation effective July 1, 1995, shall beas
follows:

Owner and Management

Compensation Owner's Expenses
Beds Allowance  (12% x bed allowance)
10 $21,542 $2,585
20 $28,741 $3,449
30 $35,915 $4,310
40 $43,081 $5,170
50 $50,281 $6,034
60 $54,590 $6,551
70 $58,904 $7,068
80 $63,211 $7,585
90 $67,507 $8,101
100 $71,818 $8,618
110 $77,594 $9,311
120 $83,330 $10,000
130 $89,103 $10,692
140 $94,822 $11,379
150 $100,578 $12,069
160 $106,311 $12,757
170 $112,068 $13,448
180 $117,807 $14,137
190 $123,562 $14,827
200 $129,298 $15,516
200 & over $129,298+ $15,516+
$262/bed over  $31/bed over 200
200

This subsection applies to each provider of a certified
Medicaid operation. The unused portions of the allow-
ance for one (1) operation shall not be carried over to
other operations. (Office of the Secretary of Family and
Social Services; 405 |IAC 1-17-15; filed Sep 1, 1998,
3:25 p.m.: 22 IR 89; readopted filed Jun 27, 2001, 9:40
am.: 24 IR 3822)

4051AC 1-17-16 Allocation of costs

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: |C 12-13-7-3; IC 12-15

Sec. 16. (a) The detailed basis for allocation of ex-
pense between different levels of carein afacility shall
remain a prerogative of the provider aslong asthe basis
isreasonable and consi stent between accounting periods.

(b) However, the following relationships shall be
followed:

(1) Reported expenses and patient census information

must be for the same reporting period.

(2) Nursing salary allocations must be on the basis of
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nursing hours worked and must be for the reporting
period except when specific identification is used
based on the actual salaries paid for the reporting
period.
(3) Any changein the allocations must be approved by
the office prior to the changes being implemented.
Proposed changes in alocation methods must be
submitted to the officefor approval at least ninety (90)
days prior to the provider's reporting year end.
(Office of the Secretary of Family and Social Services,
405 |AC 1-17-16; filed Sep 1, 1998, 3:25 p.m.; 22 IR 90;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 AC 1-17-17 State-owned inter mediate care
facilities for the mentally re-

tarded per diem rate
Authority: |IC 12-8-6-5; IC 12-15-1-10; | C 12-15-21-2
Affected: |C 12-13-7-3; IC 12-15

Sec. 17. The per diem rate for intermediate care
facilitiesfor thementally retarded isan al-inclusiverate.
The per diem rate includes all services provided to
recipients by the facility. (Office of the Secretary of
Family and Social Services; 405 |AC 1-17-17; filed Sep
1, 1998, 3:25 p.m.: 22 IR 90; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

405 |AC 1-17-18 Administrativereconsideration;
appeal
Authority: 1C 12-8-6-5; I1C 12-15-1-10; I1C 12-15-1-15; IC 12-
15-21-2

Affected: 1C 12-13-7-3; IC 12-15

Sec. 18. (a) The Medicaid rate setting contractor shall
notify each provider of the provider'srate after such rate
has been computed. If the provider disagrees with the
rate determination, the provider must request an adminis-
trative reconsideration by the Medicaid rate setting
contractor. Such reconsideration request shall be in
writing and shall contain specific issues to be reconsid-
ered and the rationale for the provider's position. The
request shall be signed by the provider or the authorized
representative of the provider and must be received by
the contractor within forty-five (45) days after release of
therate computed by the M edicaid rate setting contractor.
Upon receipt of the request for reconsideration, the
Medicaid rate setting contractor shall evaluate the data.
After review, the Medicaid rate setting contractor may
amend the rate, amend the challenged procedure or
determination, or affirm the original decision. The
M edicaid rate setting contractor shall thereafter notify the
provider of itsfinal decision inwriting, within forty-five
(45) days of the M edicaid rate setting contractor's recei pt
of the request for reconsideration. In the event that a
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timely response is not made by the rate setting contractor
totheprovider'sreconsideration request, therequest shall
be deemed denied and the provider may pursue its
administrative remedies as set out in subsection (c).

(b) If the provider disagrees with a rate redetermination
resultingfroman audit adj ustment, theprovider must request
an adminigtrative reconsideration from the Medicaid audit
contractor. Such reconsideration request shal be in writing
and shall contain specific issues to be considered and the
rationale for the provider's position. The request shall be
signed by the provider and must bereceived by theMedicaid
audit contractor within forty-five (45) days after release of
the rate computed by the Medicaid rate setting contractor.
Uponrecei pt of therequest for reconsideration, theMedicaid
audit contractor shall evaluate the data. After review, the
Medicaid audit contractor may amend the audit adjustment
or affirm the origind adjustment. The Medicaid audit
contractor shall theresfter notify the provider of its final
decision in writing within forty-five (45) days of the
Medicaid audit contractor's receipt of the request for recon-
sideration. Inthe event that atimely responseisnot made by
theaudit contractor totheprovider'sreconsideration request,
the request shal be deemed denied and the provider may
pursue its administrative remedies under subsection (c).

(c) After completion of the reconsideration procedure
under subsection (a) or (b), the provider may initiate an
appeal under 405 IAC 1-1.5.

(d) The office may take action to prospectively imple-
ment M edi caid rates without awaiting the outcome of the
administrative process. (Office of the Secretary of Family
and Social Services; 4051AC 1-17-18; filed Sep 1, 1998,
3:25 p.m.; 22 IR 90; readopted filed Jun 27, 2001, 9:40
a.m.: 24 IR 3822)

Rule 18. Reimbursement of Medicare
Cross-Over Claims

Definitions

Reimbursement of cross-over claims
Reimbursement of cross-over claims filed
by providers other than nursing facilities
(Repealed)

4051AC 1-18-1
405 1AC 1-18-2
405 1AC 1-18-3

405 | AC 1-18-1 Definitions
Authority: IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2; IC 12-15-21-3

Affected: 1C 12-15-13; IC 12-15-14

Sec. 1. (@) The definitions in this section apply
throughout thisrule.

(b) “Cross-over claim” means a Medicaid claim filed
on behalf of aMedicare beneficiary who isaso eligible
for Medicaid. Thetermincludesclaimsfiled on behalf of
beneficiaries who are eligible for Medicaid in any
category, including, but not limited to, qualified

4051AC1-19-1

Medicare beneficiaries (QMBSs) and beneficiaries who
areeligiblefor full Medicaid coverage.

(c) “Medicaid allowableamount” meansthereimburse-
ment rate for aMedicaid claim as determined under state
and federal law and policies. This reimbursement rate
shall be the most recent rate on file with the office of
Medicaid policy and planning or itscontractor at thetime
across-over claim is processed.

(d) “Medicare coinsurance and deductible’ meansthe
Medicare cost-sharing costs described in 42 U.S.C.
1396d(p)(3)(B) through 42 U.S.C. 1396d(p)(3)(D).

(e) “Medicare payment amount” means the amount of
payment made by Medicare to the provider for a given
clam. It does not include coinsurance amounts or
deductibles. (Office of the Secretary of Family and Social
Services; 4051AC 1-18-1; filed Mar 18, 2002, 3:32 p.m.:
25 1R 2476)

4051AC 1-18-2 Reimbursement of cross-over claims
Authority: 1C 12-8-6-5; |C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2; IC 12-15-21-3

Affected: |C 12-15-14

Sec. 2. (a) Cross-over claimsfiled by Medicaid provid-
ersare reimbursed as set out in this section.

(b) If the Medicare payment amount for a claim
exceedsor equal stheM edicaid all owableamount for that
claim, Medicaid reimbursement will be zero (0).

(c) If the Medicaid allowable amount for a claim
exceeds the Medicare payment amount for that claim,
Medicaid reimbursement is the lesser of:

(1) the difference between the Medicaid allowable

amount minus the M edicare payment amount; or

(2) the Medicare coinsurance and deductible, if any,

for the claim.

(Office of the Secretary of Family and Social Services,
405 |AC 1-18-2; filed Mar 18, 2002, 3:32 p.m.: 25 IR
2477; filed Nov 27, 2002, 4:30 p.m.: 26 IR 1079)

4051AC 1-18-3 Reimbursement of cross-over claims
filed by providers other than
nursing facilities (Repealed)

Sec. 3. (Repealed by Office of the Secretary of Familyand
Social Sarvices, filed Nov 27, 2002, 4:30 p.m.: 26 IR 1080)

Rule 19. Owner ship and Control Disclosures
405 AC 1-19-1 Information to be disclosed
405 |AC 1-19-2 Time and manner of disclosure

405 |AC 1-19-1 Infor mation to be disclosed
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-21-2; IC 12-
15-21-3

Affected: 1C 12-13-7-3; IC 12-15
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Sec. 1. (a) In accordance with and in addition to 42
CFR 455, Subpart B, and 42 CFR 1002, Subpart A, as
amended, the following disclosure requirements apply to
all providers of Medicaid services and shall be disclosed
in accordance with this rule:

(1) The name and address of each person with an

ownership or control interest in the disclosing entity or

in any subcontractor in which the disclosing entity has
direct or indirect ownership of five percent (5%) or
more.

(2) Whether any of the persons named, in compliance

with subdivision (1), is related to another as spouse,

parent, child, or sibling.

(3) The name of any other disclosing entity in which a

person with an ownership or control interest in the

disclosing entity also has an ownership or control
interest. Thisrequirement appliesto the extent that the
disclosing entity can obtain this information by re-
questing it in writing from the person. The disclosing
entity must:
(A) keep copies of al these requests and the re-
sponses to them;
(B) makethem avail ableto the office upon request; and
(C) advise the office when there is no response to a
request.

(4) The name, address, and Social Security number of

any agent or managing employee.

(b) Any document or agreement, stipul ating ownership
interestsor rights, duties, and liabilities of theentity orits
members, required to befiled with the secretary of state,
whether it beasinglefiling or aperiodic filing, shall also
be filed with the office or its fiscal agent. In the case of
a partnership, the partnership agreement, if any, and any
amendmentsthereto, shall befiled with the officeimme-
diately upon creation or ateration of the partnership.

(c) A longtermcarefacility provider shall comply with
notification requirements set forth in 405 IAC 1-20 for
change of ownership.

(d) The office may suspend payment to an existing
provider or reject aprospective provider’ sapplicationfor
participationif the provider fail sto disclose ownership or
control information asrequired by thisruleand 405 IAC
1-14.6-5. (Office of the Secretary of Family and Social
Services; 405 1AC 1-19-1; filed Apr 17, 2003, 5:15 p.m.:
26 IR 2865)

405 |AC 1-19-2 Time and manner of disclosure
Authority: 1C 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2; IC 12-
15-21-3
Affected: 1C 12-13-7-3; IC 12-15

Sec. 2. (a) Any disclosing entity that isalong term care
facility must supply theinformation specified inthisrule
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to the Indiana state department of health at thetimeitis
surveyed.

(b) Any disclosing entity that is not along term care
facility must supply theinformation specified inthisrule
to the office or its fiscal agent at any time there is a
change in ownership or control.

(c) Any new provider must supply the information
specified in this rule at the time of filing a complete
application.

(d) Providers are required to notify the office upon
such time as the information specified in this rule
changes within forty-five (45) days of the effective date
of changein such form asthe officeshall prescribe. Long
term care providers involved in a change of ownership
shall provide natification in accordance with 405 |AC 1-
20. New nursing facility providers are required to notify
the office in accordance with this rule and 405 IAC 1-
14.6-5. (Office of the Secretary of Family and Social
Services; 405 1AC 1-19-2; filed Apr 17,2003, 5: 15 p.m.:
26 IR 2865)

Rule 20. Change of Ownership for aLong Term
CareFacility

Genera

Notification requirements

Change of ownership types

Change of ownership effect

Record retention

405 IAC 1-20-1
405 |IAC 1-20-2
405 IAC 1-20-3
405 IAC 1-20-4
405 IAC 1-20-5

405 |AC 1-20-1 General
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2; IC 12-
15-21-3

Affected: IC 12-13-7-3; IC 12-15

Sec. 1. (d) As used in 405 IAC 1-19 and this rule,
“long term care facility” means any of the following:

(1) A nursing facility.

(2) A community residential facility for the develop-

mentally disabled.

(3 An intermediate care facility for the mentally

retarded.

(b) For Medicaid provider agreement purposes, the
provider is the party directly or ultimately responsible for
operating the business enterprise. This party is legdly
responsible for decisions and liabilities in a business man-
agement sense. The same party a so bearsthefina respons-
bility for operationa decisions made in the capacity of a
governing body andfor the consequencesof thosedecisions.

() Whether the owner of the provider enterprise
(provider) owns the premises or rents or leases the
premises from alandlord or lessor is immaterial. How-
ever, if the provider enters into an agreement, which
allows the landlord to make or participate in decisions
about the ongoing operation of the provider enterprise,
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this indicates that the provider has entered into either a
partnership agreement or a management agency agree-
ment instead of a property lease. A new partnership
agreement constitutes a change of ownership. (Office of
the Secretary of Family and Social Services; 405 |AC 1-
20-1; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2866)

405 |AC 1-20-2 Notification requirements
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2; IC 12-
15-21-3

Affected: 1C 12-13-7-3; IC 1215

Sec. 2. (a) When achange of ownershipinalongterm
carefacility iscontemplated, thetransferor provider shall
notify the office, or its fiscal agent, no less than forty-
five (45) days prior to the effective date of sale or lease
agreement that a change of ownership may take place.

(b) Notification shall be in writing and include the
following:

(1) A copy of the agreement of sale or transfer.

(2) The expected date of transfer.

(3) If applicable, the name of any individual who has

an ownership or control interest, is a managing em-

ployee, or an agent of the transferor, who will also
hold an ownership or control interest, be a managing
employee, or be an agent of the transferee.

(c) Thetransferee shall make application to the office
for an amendment to the transferor’ s provider agreement
no less than forty-five (45) days prior to the expected
date of transfer in accordancewith thisruleand 405 IAC
1-14.6-5(c).

(d) If notification requirements from both the trans-
feror and the transferee have not been met on or before
theforty-fifth day before the effective date of the change
of ownership, all Medicaid payments due to the trans-
feror will be held until such time as the information is
received, reviewed, and approved for completeness.
Payments will be held until such time as the transferee
has fulfilled enrollment requirements in the Medicaid
program as set forth in the provider manual and provider
enrollment packet.

(e) The effective date of the change of ownership will
be determined by the Indianastate department of health’s
certification and transmittal and amended by the Indiana
state department of health, if necessary, to correspond
with the transferor/transferee agreement of sale or
transfer. (Office of the Secretary of Family and Social
Services; 405 I|AC 1-20-2; filed Apr 17,2003, 5: 15 p.m.:
26 IR 2866)

405 | AC 1-20-3 Change of owner ship types
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2; IC 12-
15-21-3

Affected: |C 12-13-7-3; IC 12-15

405 1AC 1-20-4

Sec. 3. A change of ownershipinanexistinglongterm
carefacility occursunder, but isnot limited to, any of the
following circumstances:

(1) For asole proprietorship, if aprovider of services
isan entity owned by asingle individual, atransfer of
title and property to the enterprise to another person or
firm, whether or not including atransfer of titleto the
real estate or if theformer sole proprietor becomesone
(1) of themembersof abusiness entity succeeding him
or her asthe new owner.
(2) For a partnership, a new partnership, or the re-
moval, addition, or substitution of an individual
partner in an existing partnership, in the absence of an
express statement to the contrary in the partnership
agreement, that dissolves the old partnership and
creates a new partnership.

(3) For acorporation, anew corporation, themerger of the

applicantor provider corporationintoanother corporation,

or the consolidation of two (2) or more corporations, or
any other change resulting in the crestion of anew corpo-
ration. In anincorporated provider entity, the corporation
istheowner. Thegoverning body of thecorporationisthe
group havingdirect lega responsibility under statelaw for
operation of the corporation’ sentity, whether that body is:
(A) aboard of trustees;
(B) aboard of directors,
(C) the entire membership of the corporation; or
(D) known by some other name.
(Cffice of the Secretary of Family and Social Services; 405
IAC 1-20-3; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2866)

405 I AC 1-20-4 Change of owner ship effect

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2; I1C 12-

15-21-3

Affected: |C 12-13-7-3; IC 12-15

Sec. 4. When there is achange of ownership of along
term care facility, the office will transfer the provider
agreement to the transferee subject to the terms and
conditions under which it was originally issued and
subject to any existing plan of correction and pending
audit findings as follows:

(1) Thetransferor and transferee shall reach an agree-

ment between themselves concerning Medicaid reim-

bursements, underpayments, overpayments, and civil

monetary penalties.

(2) Fromthe effective date of change of ownership and if

al requirementsaremet, al reimbursementswill bemade

tothetransferee, regardless of whether thereimbursement

was incurred by a current owner or previous owner.

(3) Fromtheeffectivedate of change of ownership, the

transferee shall assume liability for repayment to the

office of any amount due the office, regardless of
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whether liability was incurred by a current owner or
operator or by a previous owner or operator.
(4) Liability of current and previous providers to the
office shall be joint and several.
(5) A current or previous owner or lessee may request
from the office alist of all known outstanding liabili-
ties due the office by the facility and of any known
pending office actions against afacility that may result
in further liability.
(6) For purposes of this section, examples of reim-
bursements, overpayments, and penaltiesshall include,
but not be limited to, the following:
(A) Outstanding claims.
(B) Any retro rate adjustment that results in an
underpayment or overpayment based upon thetrans-
feror’s cost report.
(C) Amounts identified during past, present, or
future audits that pertain to an audit period prior to
achange in ownership.
(D) Pending or completed surveillance utilization
review (SUR) audit.
(E) Imposition of penalties due to failure of the
provider to be in substantial compliance with appli-
cable federal requirements for nursing facilities
participation in the Medicare or Medicaid program.
(F) Civil monetary penalties.
(G) Amounts established by final administrative
decisions.
(Office of the Secretary of Family and Social Services,
405 |AC 1-20-4; filed Apr 17, 2003, 5:15 p.m.: 26 IR
2867)

405 | AC 1-20-5 Recor d retention

Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-21-2; IC 12-

15-21-3

Affected: 1C 12-13-7-3; IC 12-15

Sec. 5. The transferee shall take possession of the
Medicaid records of the transferor and safeguard them
for no less than three (3) years from the date of the last
clam reimbursed by the office or until any pending
administrative or judicial apped is closed, whichever is
longer. (Office of the Secretary of Family and Social
Services; 405 |AC 1-20-5; filed Apr 17,2003, 5: 15 p.m.:
26 IR 2867)

ARTICLE 1.1. APPEAL PROCEDURESFOR
APPLICANTSAND RECIPIENTS OF

MEDICAID
Rulel. Administrative Law Judge Hearings
Rule2. Agency Review
Rule3. Judicia Review
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Rule 1. Administrative Law Judge Hearings
4051AC 1.1-1-1 Purpose
4051AC 1.1-1-2 Standing
4051AC 1.1-1-3 Filing an appeal; scheduling appeals
4051AC1.1-1-4 Conduct and authority of administrative law

judge

4051AC1.1-1-5 Conduct of hearing
4051AC1.1-1-6 Hearing decision

4051AC 1.1-1-1 Purpose
Authority: |1C 12-8-6-5; |C 12-8-6-6; | C 12-15-1-10
Affected: |C 12-15-28

Sec. 1. (a) It isthe purpose of thisarticleto establisha
uniform method of administrative adjudication for
appeals concerning applicants and recipients of
Medicaid, in order to determine whether or not any
action complained of was done in accordance with
federal and state statutes, regulations, rules, and policies.
As used in this article, “policies’ includes program
manuals, administrativedirectives, transmittals, and other
official written pronouncements of state or federa
policy.

(b) Thisarticle shall be construed in such amanner as
to provide al parties with an adequate opportunity to be
heard in accordance with due process of law. Asusedin
thisarticle, “ party” means:

(1) a person to whom the agency action is specifically

directed;

(2) the office of Medicaid policy and planning; or

(3) the county office of family and children.

A contractor of the office of Medicaid policy and plan-
ning may act on behalf of the office for purposes of this
article.

(c) In the event that any provision of this article is
deemed to be in conflict with any other provision of
federal or state statute, regulation, or rule that is specifi-
cally applicabletothe Medicaid program, then such other
statute, regulation, or rule shall supersedethat part of this
article in which the conflict is found. (Office of the
Secretary of Family and Social Services; 4051AC 1.1-1-
1; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3377; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1.1-1-2 Standing
Authority: |C 12-8-6-5; |C 12-8-6-6; |C 12-15-1-10
Affected: IC 12-15-28

Sec. 2. (a) In the event that the rights, duties, obliga-
tions, privileges, or other legal relations of any person or
entity arerequired or authorized by law to be determined
by the office of Medicaid policy and planning or any
county office of family and children, then such person or
entity may request, as provided for in section 3 of this
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rule, an administrative hearing under this article. The
person requesting the hearing shall be known as the
appellant.

(b) Unless otherwise provided for by law, only those
persons or entities, or their respective attorneys at law,
whose rights, duties, obligations, privileges, or other
legal relationsarealleged to have been adversely affected
by any action or determination by the office of Medicaid
policy and planning or county office of family and
children, may request an administrative hearing under
this article. Any alleged harm to an appellant must be
direct and immediate to the appealing parties and not
indirect and general in character. (Office of the Secretary
of Family and Social Services; 4051AC 1.1-1-2; filed Jul
18, 1996, 3:00 p.m.: 19 1R 3378; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

4051AC 1.1-1-3 Filing an appeal; scheduling ap-
peals
Authority: |C 12-8-6-5; IC 12-8-6-6; |C 12-15-1-10
Affected: |C 12-15-28

Sec. 3. (@) Any party complaining of any office of
Medicaid policy and planning or county office of family
and children action in accordance with section 2 of this
rule may file a request for an administrative hearing as
provided in this section.

(b) Unless otherwise provided for by statute, regula-
tion, or rule, appeal requests by recipients or applicants
shall befiled in writing with the county office of family
and children, the state division of family and children, or
the hearings and appeal s section of the family and social
services administration, not later than thirty (30) days
following the effective date of the action being appeal ed.
Applicant and recipient appeal hearings shall be con-
ducted at areasonable time, place, and date.

(c) A continuance of ahearingwill be granted only for
good cause shown. An objection to a request for a
continuance shall be considered before a continuanceis
granted or denied. Requestsfor acontinuance shall bein
writing and accompanied by adequate documentation of
thereasonsfor therequest. Good causeincludesthe same
factors as cause for a continuance in the Supplemental
Security Income program (20 CFR 416.1436):

(1) inability to attend the hearing because of a serious

physical or mental condition;

(2) incapacitating injury;

(3) death in the family;

(4) severe weather conditions making it impossible to

travel to the hearing;

(5) unavailability of awitnessand the evidence cannot

be obtained otherwise; or

(6) other reason similar to those listed in this section.

4051AC1.1-1-4

If the appellant is represented by counsel, the request for
continuance must also include aternative dates for the
scheduling of anew hearing. However, the hearings and
appeals section may schedule a new hearing without
respect to the requested date if such date cannot be
accommodated or confirmed with therequesting attorney
within areasonable time of the request.

(d) The hearings and appesls section of the family and
socia servicesadministration, upon application of any party,
or initsown discretion, may consolidate appeal sto promote
adminigtrativeefficiency. Hearingsand appea smay consoli-
date hearings only in casesin which the soleissueinvolved
isone of federa or state law or policy.

(e) Any party filing an appeal under this article is not
excused from exhausting all interim proceduresthat may
be required by statute or rule for administrative review
prior to thefiling of an appeal. Any issues not preserved
in atimely manner within the interim review procedures
are waived and shall not be an issue during the eviden-
tiary hearing.

(f) The hearings and appeal s section of the family and
socia services administration will schedule evidentiary
hearings and issue notices to the parties regarding the
date, time, and location of the scheduled hearing. (Office
of the Secretary of Family and Social Services; 405 |AC
1.1-1-3; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3378;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1.1-1-4 Conduct and authority of admin-
istrative law judge
Authority: IC 12-8-6-5; |C 12-8-6-6; |C 12-15-1-10
Affected: IC 12-15-28

Sec. 4. (a) An administrative law judge's (ALJ) con-
duct shall be in a manner that promotes public confi-
dencein the integrity and impartiality of the administra-
tive hearing process. The ALJwho conductsahearingis
prohibited from:

(1) consulting any party or party's agent on any factin

issue unless upon notice and opportunity for al parties

to participate;

(2) performing any of theinvestigative or prosecutorial

functions of the agency in the administrative action

heard or to be heard by him or her or in a factually
related administrative or judicial action;

(3) being influenced by partisan interests, public

clamor, or fear of criticism;

(4) conveying or permitting others to convey the

impression that they are in a specia position to influ-

encethe ALJ;

(5) commenting publicly, except as to hearing sched-

ules or procedures, about pending or impending

proceedings; or
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(6) engaginginfinancial or businessdedingsthat tend to:
(A) reflect adversely on his or her impartiality;
(B) interfere with the proper performance of hisor
her duties;
(C) exploit the ALJ's position; or
(D) involve the ALJ in frequent financial business
dealings with attorneys or other persons who are
likely to come before the ALJ.

(b) An ALJ shall disqualify himself or hersdf in a pro-
ceedinginwhich hisor her impartiality might reasonably be
guestioned, orinwhichthe AL Jspersonal bias, pregjudice, or
knowledgeof adisputed evidentiary fact might influencethe
decision. Nothing in this subsection prohibits a person who
isan employee of an agency from serving asan ALJ.

(c) The ALJ shall be authorized to:

(1) administer oaths and affirmations;

(2) issue subpoenas,

(3) rule upon offers of proof;

(4) receive relevant evidence;

(5) facilitate discovery in accordance with the Indiana

rules of trial procedure;

(6) regulate the course of the hearing and conduct of

the parties;

(7) hold informal conferences for the settlement or

simplification of the issues under appeal;

(8) digposeof procedurad motionsand similar matters; and

(9) exercise such other powers as may be given by the

law relating to the Medicaid program.

(Office of the Secretary of Family and Social Services; 405
IAC 1.1-1-4; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3378;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1.1-1-5 Conduct of hearing
Authority: IC 12-8-6-5; |C 12-8-6-6; |C 12-15-1-10
Affected: IC 12-15-28

Sec. 5. (@) The administrative law judge (ALJ) shall
conduct the hearing in an informal manner and without
recourse to the technical common law rules of evidence.

(b) The ALJ shall exclude from consideration irrele-
vant, immaterial, or unduly repetitious evidence.

(c) Every party shall havetheright to submit evidence.
Intheevent that an objection to evidenceissustained, the
party proffering the evidence may make an offer of
proof. Each party shall have the right to cross-examine
the witnesses and offer rebutting evidence. (Office of the
Secretary of Family and Social Services; 4051AC 1.1-1-
5; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3379; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC 1.1-1-6 Hearing decision
Authority: |C 12-8-6-5; IC 12-8-6-6; |C 12-15-1-10
Affected: |C 12-15-28
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Sec. 6. (a) Following the completion of the hearing, or
after the submission of briefsby theparties(if briefingis
permitted by the ALJ), the administrativelaw judge shall
issue hisor her decision in the matter concurrently to the
parties. Thedecision shall befinal unlessaparty requests
agency review of the decision in accordance with 405
IAC 1.1-2.

(b) The ALJ's decision shall:

(1) include findings of fact;

(2) specify the reasons for the decision; and

(3) identify the evidence and statutes, regulations,

rules, and policies supporting the decision.

(c) Thefindings of fact need not include arecitation of
every piece of evidence admitted in the evidentiary
hearing. Rather, the findings should contain the basic
facts that have formed the basis for the ALJ's ultimate
decision. The decision must demonstrate a rationa
connection between the basic factsfound by the ALJand
theALJsultimatedecision. The ALJsdecision must also
citetherelevant lawsupon which the ultimate decisionis
based, and relate the facts to the law. (Office of the
Secretary of Family and Social Services; 4051AC 1.1-1-
6; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3379; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

Rule 2. Agency Review
4051AC 1.1-2-1 Conduct of agency review
4051AC 1.1-2-2 Decision on agency review

4051AC 1.1-2-1 Conduct of agency review
Authority: IC 12-8-6-5; |C 12-8-6-6; |C 12-15-1-10
Affected: IC 4-21.5-3-33; IC 12-15-28

Sec. 1. (a) Any party who is not satisfied with the
decision of the administrative law judge may request
agency review of the decision within ten (10) days of
receipt thereof in accordance with instructions issued
with the decision.

(b) After receiving a request for agency review of a
hearing decision, the hearings and appeal s section of the
family and social services administration shall notify all
parties when the decision will be reviewed. The agency
review shall be completed by the secretary of the family
and social services administration or the secretary's
designee. All such reviews shall be conducted upon the
record as defined in IC 4-21.5-3-33, except that a tran-
script of the oral testimony shall not be necessary for
review unless a party requests that one be transcribed at
the party's expense.

(c) No new evidence will be considered during the
agency review; however, any party wishing to submit a
memorandum of law, citing evidence in the record, may
do so pursuant to instructions issued by the hearings and
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appeal s section of thefamily and social servicesadminis-
tration. (Office of the Secretary of Family and Social
Services; 4051AC 1.1-2-1; filed Jul 18, 1996, 3:00 p.m.:
19 1R 3379; readopted filed Jun 27, 2001, 9:40 a.m.: 24
IR 3822)

4051AC 1.1-2-2 Decision on agency review
Authority: IC 12-8-6-5; |C 12-8-6-6; |C 12-15-1-10
Affected: IC 12-15-28

Sec. 2. (a) The secretary of family and social services
administration or thesecretary'sdesigneeshall review the
administrative law judge's (ALJ) decisionto determineif
the decision is supported by the evidence in the record
and isin accordance with the statutes, regulations, rules,
and policies applicable to the issue under appeal.

(b) Following the review of the secretary or designee,
the secretary or designee shall issue awritten decision:;

() affirming the decision of the ALJ;

(2) amending or modifying the decision of the ALJ;

(3) reversing the decision of the ALJ;

(4) remanding the matter to the ALJ for further speci-

fied action; or

(5) make such other order or determination asisproper

on the record.

(c) The parties will be issued a written notice of the
action taken as a result of the agency review. If the
decision of the ALJ is reversed, amended, or modified,
the secretary or designee shall state the reasons for the
action in the written decision.

(d) The hearings and appeal s section of the family and
social services administration shall distribute the written
notice on agency review to:

(1) all parties of record;

(2) the assistant secretary for office of Medicaid policy

and planning;

(3) the ALJ who rendered the decision following the

evidentiary hearing; and

(4) any other person designated by the secretary or the

designee.

(Office of the Secretary of Family and Social Services,
405 IAC 1.1-2-2; filed Jul 18, 1996, 3:00 p.m.: 19 IR
3380; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822)

Rule 3. Judicial Review
405 |AC 1.1-3-1 Judicial review

405 1AC 1.1-3-1 Judicial review
Authority: 1C 12-8-6-5; I1C 12-8-6-6; |C 12-15-1-10
Affected: 1C 4-21.5-3-33; IC 4-21.5-5; IC 12-15-28

Sec. 1. (a) If the Medicaid applicant or recipient is not

4051AC 2-1-1

satisfied with the final action after agency review, he or
she may file a petition for judicial review in accordance
with 1C 4-21.5-5.

(b) The Medicaid applicant or recipient is required to
seek agency review prior to filing a petition for judicial
review.

(c) Therecord of the administrative proceedings shall
be that as defined in IC 4-21.5-3-33. (Office of the
Secretary of Family and Social Services; 405 1AC 1.1-3-
1; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3380; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

ARTICLE 2. MEDICAID RECIPIENTS;
ELIGIBILITY

Rule 1. Generd Reguirements, Medicaid Recipient Eligibility

Rule 2. Eligibility Requirements Other than Need

Rule 3. Eligibility Requirements Based on Need; Aged,
Blind, and Disabled Program

Rule3.1. Eligibility Requirements Based on Need;
Pregnancy-Related Coverage; Coverage for Chil-
dren 18 Years of Age and Under (Voided)

Rule 4. Burial Expenses

Rule5. Determination of Monthly Income

Rule 6. Medical Assistance for Individuals 18, 19, and 20
Yearsof Age

Rule7. Medical Assistance for Individuas Receiving
Supplemental Security Income Benefits

Rule8.  Claims Against Estate of Medicaid Recipients

Rule 9. Medicaid for Employees with Disabilities

Rule10. Lien Attachment and Enforcement

Rule 1. General Requirements; Medicaid
Recipient Eligibility

4051AC2-1-1  Définitions
4051AC 2-1-2  Interview of applicants and recipients
4051AC 2-1-3  Date of application for assistance

405 |AC 2-1-1 Definitions
Authority: 1C 12-13-5-3; IC 12-13-7-3; |C 12-15-1-10
Affected: 1C 12-15-4; IC 12-15-5

Sec. 1. (8) Asused in this article, “applicant” means
the person for whom medical assistance is requested.

(b) Asused in this article, “dependent child” means a
nonrecipient child under eighteen (18) years of age or
between eighteen (18) and twenty-one (21) years of age
and a student regularly attending a school, college, or
university, or acourse of vocational or technical training
designed to prepare him or her for gainful employment.
A dependent child must be the biological or adoptive
child of the applicant or recipient or the biological or
adoptive child of the applicant’s or recipient’s parent.

(c) Asused in this article, “essential person” means a
person whoisnot the applicant’ sor recipient’ s spouse or
parent, who lives in the place of residence of the appli-
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cant or recipient, and who is considered by the applicant
or recipient to be essential to his or her well-being
because he or she provides services to the applicant or
recipient which would have to be paid for otherwise.

(d) As used in this article, “nonrecipient” means a
person who is not receiving medical assistance.

(e) As used in this article, “parent(s)” means the
biological or adoptive parent(s) living with an unmarried
applicant or recipient who is either:

(1) under eighteen (18) years of age; or

(2) between eighteen (18) and twenty-one (21) years of

ageand astudent regularly attending aschooal, college,

or university, or a course of vocationa or technical
training designed to prepare him or her for gainful
employment.

(f) Asused in this article, “recipient” means a person
who is receiving medical assistance.

(g9) Asused in this article, “spouse” means the legal
husband or wife of an applicant or recipient who iseither
living with the applicant or recipient or physically
separated from him or her only for medical reasons.
(Office of the Secretary of Family and Social Services,
405 1AC 2-1-1; filed Mar 1, 1984, 2:31 p.m.: 7 IR 1012,
eff Apr 1, 1984; filed Jun 19, 1984, 10:25 am.: 7 IR
1820, eff Jul 1, 1984 [ | C 4-22-2-5 suspendsthe effective-
ness of a rule document for thirty (30) days after filing
with the secretary of state. LSA Document #84-29 was
filed Jun 19, 1984.] ; filed Apr 10, 1985, 2:20 p.m.: 8 IR
989; filed Apr 4, 1986, 11:07 a.m.: 9 IR 1854; filed Aug
15, 1986, 3:00 p.m.: 10 IR 6; filed May 11, 1987, 9:30
a.m.: 10 IR 1864; filed Apr 26, 1988, 12:55 p.m.: 11 IR
3028; filed Oct 6, 1989, 4:50 p.m.; 13 IR 282; filed May
2,1990, 4:55 p.m.: 131R1704; filed Aug 9, 1991, 11:00
am.: 14 IR 2224; filed May 14, 1992, 5:00 p.m.: 15IR
2189; filed Feb 16, 1993, 5:00 p.m.: 16 IR 1780; filed
Nov 26, 1996, 4:30 p.m.: 20 IR 955; readopted filed Jun
27, 2001, 9:40 am.: 24 IR 3822) NOTE: Transferred
fromthe Division of Family and Children (470 IAC 9.1-
1-1) to the Office of the Secretary of Family and Social
Services (405 1AC 2-1-1) by P.L.9-1991, SECTION 131,
effective January 1, 1992.

4051AC 2-1-2 Interview of applicantsand recipi-

ents
Authority: 1C 12-13-5-3; IC 12-13-7-3; |C 12-15-1-10
Affected: 1C 12-15-4; IC 12-15-5

Sec. 2. (a) In addition to the requirements of 470 IAC
2.1-1-2, each applicant for and recipient of medical
assistance or the individual authorized to act in the
individual’s behalf must be interviewed by the county
office at the time of theinitia investigation and at each
annual reinvestigation of eligibility.
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(b) Anapplication for medical assistance shall befiled
on the form prescribed by the division of family and
children.

(c) The applicant or recipient may use an authorized
representative to apply for medical assistance, to repre-
sent the applicant or recipient in al interviews, and to
notify the county office of any changes. The authoriza-
tion must beinwriting except as provided in subsections
(e) and (f).

(d) Notwithstanding the availability of an authorized
representative, the county office may require personal
contact with the applicant or recipient in order to obtain
information necessary for thedetermination of eligibility.

(e) The parents of an applicant or recipient under
twenty-one (21) years of age may apply for medical
assi stance on behalf of the applicant or recipient without
the written authorization specified in subsection (c).

(f) Thewritten authorization specifiedin subsection (c)
shall not be required if medical documentation shows
that the applicant or recipient is medically unable to
provide such authorization.

(9) An applicant or recipient who does not meet the
requirements of this section shall be ineligible for
medical assistance. (Office of the Secretary of Family
and Social Services; 405 |AC 2-1-2; filed Mar 1, 1984,
2:31p.m.: 71R 1013, eff Apr 1, 1984; filed Jun 19, 1984,
10:25 am.: 7 IR 1821, eff Jul 1, 1984 [IC 4-22-2-5
suspends the effectiveness of a rule document for thirty
(30) days after filing with the secretary of state. LSA
Document #84-29 was filed with the secretary of state
June 19, 1984.]; filed Feb 16, 1993, 5:00 p.m.: 16 IR
1781; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822) NOTE: Transferred from the Division of Family
and Children (470 IAC 9.1-1-2) to the Office of the
Secretary of Family and Social Services (405 1AC 2-1-2)
by P.L.9-1991, SECTION 131, effective January 1, 1992.

405 IAC 2-1-3 Date of application for assistance
Authority: |C 12-13-5-3; |C 12-13-7-3; |C 12-15-1-10
Affected: |C 12-15-4; IC 12-15-5

Sec. 3. For the purpose of determining when notice of
the decision to approve or deny assistance must be
mailed to an applicant for medical assistance under 42
CFR435.911, thedate of applicationisthedateonwhich
the application for assistance, Part |, is received by the
county office. (Office of the Secretary of Family and
Social Services; 405 |AC 2-1-3; filed Mar 1, 1984, 2:31
p.m.: 71R1013, eff Apr 1, 1984; filed Feb 16, 1993, 5:00
p.m.: 16 IR 1781; readopted filed Jun 27, 2001, 9:40
a.m.: 24 1R 3822) NOTE: Transferred fromthe Division
of Family and Children (470 IAC 9.1-1-3) to the Office
of the Secretary of Family and Social Services (405 1AC
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2-1-3) by P.L.9-1991, SECTION 131, effective January
1, 1992.

Rule 2. Eligibility Requirements Other than Need

4051AC2-2-1 Agerequirement; medical assistance for the
aged
4051AC2-2-2 Visua eligibility; medical assistance for the
blind
4051AC 2-2-3  Disability determination
4051AC 2-2-4  Payment for examinations and tests
4051AC2-2-1 Agerequirement; medical assistance
for the aged
Authority: 1C 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: 1C 12-13-7-3; IC 12-15

Sec. 1. In order to be eligible for assistance under the
medical assistance for the aged program as an aged
person, the applicant must be at least sixty-five (65) years
of age. (Office of the Secretary of Family and Social
Services, 405 IAC 2-2-1; filed Mar 1, 1984, 2:31 pm: 7
IR 1014, eff Apr 1, 1984; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822) NOTE: Transferred from the
Division of Family and Children (4701AC 9.1-2-1) tothe
Office of the Secretary of Family and Social Services
(4051AC 2-2-1) by P.L.9-1991, SECTION 131, effective
January 1, 1992,

4051AC2-2-2 Visual eligibility; medical assistance
for theblind

Authority: IC 12-8-6-5; 1C 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) Anindividua is visualy €ligible for the
medical assistancefor theblind programif he has central
visual acuity of 20/200 or less in the better eye with
correction or afield defect in which the peripheral field
has contracted to such an extent that the widest diameter
of visual field subtends an angular distance of no greater
than 20 degrees.

(b) Each applicant for medical assistance for the blind
isrequired to undergo an eye examination by aqualified
examiner as defined in IC 12-1-1-1(0) [IC 12-1 was
repealed by P.L.2-1992, SECTION 897, effective Febru-
ary 14, 1992.] unless:

(1) verification is obtained that the individua is

currently receiving supplemental security income (SSI)

benefits based on blindness; or

(2) reexaminations have been waived by the supervis-

ing ophthalmologist of the state department.

(c) The determination of visual eligibility of an appli-
cant or recipient shall be made by the supervising oph-

405 1AC 2-2-3

thalmologist of the state department upon receipt of a
written report on the form prescribed by the state depart-
ment or in any other format that contains the same
information as requested on this form. This report must
be completed by the eye examiner and must be based on
an examination given not more than six (6) months prior
to the date of the eye examiner’s report.

(d) The supervising ophthalmologist of the state
department may require additional examinationsin order
to determinevisual digibility. (Office of the Secretary of
Family and Social Services; 405 |AC 2-2-2; filed Mar 1,
1984, 2:31 pm: 7 IR 1014, eff Apr 1, 1984; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822) NOTE:
Transferred from the Division of Family and Children
(4701AC9.1-2-2) tothe Office of the Secretary of Family
and Social Services (405 IAC 2-2-2) by P.L.9-1991,
SECTION 131, effective January 1, 1992.

405 |AC 2-2-3 Disability determination
Authority: 1C 12-8-6-5; |C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: |C 12-13-7-3; IC 12-14-15-1; IC 12-15
Sec. 3. (a) The determination of whether an applicant
or recipient is disabled according to the definition of
disability prescribed in IC 12-14-15-1(2) is made by the
Medicaid medical review team (MMRT) based upon the
following principles:
(1) The determination of whether a condition appears
reasonably certain to result in death or that has lasted
or appears reasonably certain to last for a continuous
period of at least four (4) years without significant
improvement is made on the basis of the expected
duration of the condition. A conditionwhichistempo-
rary (less than four (4) years) or transient does not
fulfill this requirement. The expected duration of the
condition does not preclude the possibility of future
medical advances, changed diagnosis or prognosis,
unforeseen recovery, or successful treatment subse-
guent to theinitia prognosis.
(2) The determination of whether acondition substan-
tially impairsthe applicant’ sability to performlabor or
services or to engage in a useful occupation will be
made based upon a consideration of the following:
(A) Theapplicant’sfunctional limitations, as follows:
(i) Considerationisgiventotheapplicant’ ssignificant
physical functions and capacity which affect voca:
tional capacity such as standing, walking, lifting,
range of motion, strength, agility, and stamina.
(ii) Consideration is given to the individua’s
intellectual and sensory functions which affect
vocational capacity such as sight, speech, hearing,
reasoning, and following directions.
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(iii) Consideration is given to the applicant’s
capacity for sustained activity on aregular basis.
(B) The applicant’s age, asfollows:
(i) An individual who is not engaged in a useful
occupation solely because of age cannot be found
disabled if theindividual’ simpairment, education,
and work experience would enable the individual
to function in auseful capacity.
(i) If the applicant is over fifty-five (55) years of
age, the applicant’s age may be considered a
significant factor in the applicant’s ability to
engage in or adapt to a useful occupation.
(i) If the applicant is under eighteen (18) years of
age, the applicant’ s condition is evaluated in terms
of how it affects the applicant’s activities and
restricts the applicant’s physical, mental, emo-
tional, and social growth, learning, and develop-
ment.
(iv) A condition which is likely to substantially
impair achild’s ability to become an independent
and self-supporting adult isabasisfor afinding of
disability.
(C) The applicant’s education and training, as
follows:
(i) Considerationis given to the applicant’ sformal
schooling and other training that contributesto the
applicant’ sability to meet vocationa requirements.
(if) Past work experience, daily activities, and
hobbiesare consideredin determining and eval uat-
ing skills not acquired in aformal setting.
(iii) In determining whether these factors are
vocationaly significant, consideration is given to
thetime el apsed since the compl etion of education,
training, or the exercise of acquired skills.
(iv) Lack of education and training is not of itself
abasisfor afinding of disability.
(D) The applicant’s work experience, as follows:
() The applicant’ sinability to engagein the appli-
cant’s former occupation is naot, in itself, a basis
for afinding of disability.
(ii) Work performed fifteen (15) or more years
prior to an application is not considered vocation-
aly relevant. Similarly, an individua who has no
work experience or only sporadic work experience
in the previous fifteen (15) yearsis considered to
haveno work experiencerelevant tothedetermina-
tion of disability.
(iii) The absence of work experienceisnot in itself
abasisfor afinding of disability.
(iv) If an applicant isphysically or mentally unable
to engagein any previous occupation but the appli-
cant’s remaining functional capacity and voca-
tional capabilities are sufficient to meet the de-
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mands and adjustments required by a different
occupation, the applicant is not considered dis-
abled.

(b) Except as provided below, a redetermination of
disability is required annually of each recipient at the
time the county office doesits complete redetermination
of all factorsof eigibility. Redeterminationsof disability
may berequired morefrequently or may bewaived at the
discretion of the MMRT based upon the condition of the
recipient. (Office of the Secretary of Family and Social
Services, 405 1AC 2-2-3; filed Mar 1, 1984, 2:31p.m.; 7
IR1015, eff Apr 1, 1984; errata, 7 IR 1254; filed Dec 21,
2000, 2:06 p.m.: 24 IR 1342; errata filed Apr 30, 2001,
3:27 p.m.: 24 IR 2709; readopted filed Jun 27, 2001,
9:40 a.m.: 24 IR 3822) NOTE: Transferred from the
Division of Family and Children (4701AC9.1-2-3) tothe
Office of the Secretary of Family and Social Services
(405 1AC 2-2-3) by P.L.9-1991, SECTION 131, effective
January 1, 1992,

405 1AC 2-2-4 Payment for examinations and tests
Authority: IC 12-8-6-5; |C 12-15-1-10
Affected: IC 12-13-5-1

Sec. 4. The office of Medicaid policy and planning
(office) shall pay for the costs of necessary medical
examinations and diagnostic tests required to determine
whether the applicable visual or disability requirement is
met to qualify for Medicaid to the blind or disabled,
subject to the following limitations:

(1) Payment will be made only to themedical practitio-

ner upon submission of a completed claim form

prescribed by the office.

(2) Payment for the cost of submitting a report of a

previously completed medical examination or other

record shall not exceed ten dollars ($10).

(3) Payment for an eye examination and compl etion of

a report thereon shall not exceed twenty-nine dollars

(%$29).

(4) Payment for aphysical examination or eval uation and

completion of areport thereon shall not exceed sixty-five

dollars($65). Examinationfeesincludeexpensesfor basic
blood testing and urinalysis. Fees relating to these tests
will not be reimbursed separately.

(5) Payment for apsychiatric evaluation or testing and

completion of areport thereon shall not exceed eighty

dollars ($80) per hour.

(6) Diagnostic procedures, such as laboratory tests, x-

rays, and special testing, may be reimbursed only if

authorized in advance of the procedure by the

Medicaid medical review team (MMRT) physician.

Authorization will only begranted if additional testing

IS necessary in order to:
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(A) confirmthe diagnosis or to measure the severity
of the impairment; or
(B) assist in completing the examination.
Payment will not be made for any treatment given to
the applicant.
(7) All prior-authorized additional testing, as refer-
encedin subdivision (6), will bereimbursed according
tothe Medicaid fee-for-service schedule applicableon
the date of service.
(Office of the Secretary of Family and Social Services,
405 |AC 2-2-4; filed Nov 1, 1995, 8:30 a.m.: 19 IR 351;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

Rule 3. Eligibility Requirements Based on Need;
Aged, Blind, and Disabled Program

NOTE: 4051AC 2-3wastransferred from470 |AC9.1-3.
Wherever in any promulgated text there appears a
referenceto 470 |AC 9.1-3, substitute 405 |AC 2-3.

4051AC2-3-1  Transfer of property to meet eligibility
requirements (Repeal ed)

4051AC 2-3-1.1 Transfer of property; penalty

4051AC 2-3-1.2 Transfersinvolving annuities

405|AC2-3-2  Life care contracts

4051AC 2-3-3  Income of applicant or recipient (calcula
tion)

4051AC2-3-4  Income of legally responsible relatives;
inclusion

4051AC 2-3-5  Income of parents; calculation (Repeal ed)

4051AC2-3-6  Income levels for immediate family of
institutionalized applicant or recipient
(Repealed)

4051AC2-3-7  Available income of immediate family of
ingtitutionalized applicant or recipient
(Repealed)

4051AC 2-3-8  Income dligibility of noninstitutionalized
applicant or recipient (Repealed)

4051AC2-3-9 Incomeeligibility of institutionalized appli-
cant or recipient (Repealed)

4051AC 2-3-10  Spend-down digibility

405 |AC 2-3-11 Loans; inclusion asincome

4051AC2-3-12  Contract saleof real property; calculation as
income

4051AC2-3-13  In-kind support and maintenance; inclusion
asincome

4051AC 2-3-14 Resources, genera

405 |AC 2-3-15 Resources; limitations and exclusions

405 |AC 2-3-16  Funerad trusts; consideration

4051AC2-3-17  Incomedligibility of institutionalized appli-
cant or recipient with community spouse;
posteligibility

405 IAC 2-3-18  Income standards

4051AC 2-3-19  Income deemed from parents

405 1AC 2-3-20 Income €ligibility of applicant or recipient

4051AC 2-3-21  Posteligibility income calculation

4051AC 2-3-22  Trusts

405 1AC 2-3-23  Savings bonds

4051AC2-3-1.1

4051AC 2-3-1 Transfer of property to meet eligi-
bility requirements (Repeal ed)

Sec. 1. (Repealed by Office of the Secretary of Family
and Social Services; filed Mar 13, 2002, 10:09 a.m.: 25
IR 2475)

4051AC 2-3-1.1 Transfer of property; penalty
Authority: IC 12-8-1-9; IC 12-8-6-5; IC 12-13-7-3; IC 12-15-1-10
Affected: IC 12-15-4; IC 12-15-5; IC 12-15-39.6

Sec. 1.1. (a) The following definitions apply through-
out this section:
(1) “Assets’ includes all income and resources of the
applicant or recipient, and of the applicant’s or recipi-
ent’ sspouse, including any incomeor resourceswhich
the applicant or recipient or the applicant’s or recipi-
ent’s spouse is entitled to receive but does not receive
because of action:
(A) by the applicant or recipient or the applicant’ sor
recipient’s spouse;
(B) by aperson, including, but not limited to, a court
or administrative body, with legal authority to actin
place of or on behalf of the applicant or recipient or
the applicant’s or recipient’ s spouse; or
(C) by aperson, including, but not limited to, a court
or administrative body, acting at the direction or
upon the request of the applicant or recipient or the
applicant’s or recipient’ s spouse.
The term includes assets that an individual is entitled
to receive but does not receive because of failure to
take action, subject to subsection (i).
(2) “Individua” means an applicant or recipient of
Medicaid.
(3) “Indtitutionalized individual” meansan applicant or
recipient who is:
(A) aninpatient in anursing facility;
(B) an inpatient in a medical institution for whom
payment is made based on alevel of careprovidedin
anursing facility; or
(C) who is receiving home and community-based
waiver services.
(4) “Net income” means the income produced by real
property after deducting allowable expenses of owner-
ship. Allowable and nonallowable expenses are as
follows:
(A) Thefollowing are allowabl e expenses of owner-
ship if the owner is responsible for the expenses:
(i) Property taxes.
(i) Interest payments.
(iii) Repairs and maintenance.
(iv) Advertising expenses.
(v) Lawn care.
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(vi) Property insurance.

(vii) Trash removal expenses.

(viii) Snow removal expenses.

(ix) Utilities.

(x) Any other expenses of ownership allowed by

the Supplemental Security Income program.
(B) The following are not allowable expenses of
ownership:

(i) Depreciation.

(if) Payments on mortgage principal.

(iii) Persona expenses of the owner.

(iv) Mortgage insurance.

(v) Capital expenditures.

(5) “Noninstitutionalized individual” means an appli-

cant or recipient receiving any of the services de-

scribed in subsection (€).

(6) “Quadified long term careinsurancepolicy” hasthe

meaning in 760 IAC 2-20-30.

(7) “Uncompensated value” means the difference

between the fair market value of the asset and the

value of the consideration received by the applicant or
recipient in return for transferring the asset.

(b) A transfer of assetsincludesany cash, liquid asset,
or property that is transferred, sold, given away, or
otherwise disposed of asfollows:

(2) Transfer includes any total or partia divestiture of

control or access, including, but not limited to, any of

the following:
(A) Converting an asset from individua to joint
ownership.
(B) Relinquishing or limiting the applicant’s or
recipient’sright to liquidate or sell the asset.
(C) Disposing of aportion or apartial interest in the
asset while retaining an interest.
(D) Transferring the right to receive income or a
stream of income, including, but not limited to,
income produced by real property.
(E) Renting or leasing real property.
(F) Waiving theright to receive a distribution from
a decedent’s estate, or failing to take action to
receiveadistribution that theindividual isentitled to
receive by law, subject to subsection (i).

(2) If an applicant or recipient relinquishes ownership

or control over aportion of an asset, but retains owner-

ship, control, or an interest in the remaining portion,
the portion relinquished is considered transferred.

(3) A transfer of the applicant’s or recipient’s assets

completed by the applicant’s or recipient’s power of

attorney or legal guardian is considered a transfer by
the applicant or recipient.

(4) For purposes of this section, in the case of an asset

held by an individual in common with another person

Or personsin ajoint tenancy, tenancy in common, or
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similar arrangement, the asset, or the affected portion
of the asset, shall be considered transferred by the
applicant or recipient when any action is taken, either
by the applicant or recipient or by any other person,
that reducesor eliminatesthe applicant’ sor recipient’s
ownership or control of the asset.

(5) Thissection applieswithout regard to theexclusion

of the home described in 42 U.S.C. 1382b(a)(1).

(c) If an applicant or recipient of Medicaid, or the
spouse of an applicant or recipient, disposes of assetsfor
lessthan fair market value on or after thelook-back date
specified in this subsection, the applicant or recipient is
ingligiblefor medical assistancefor servicesdescribedin
subsections(d) through (e), for aperiod beginning onthe
first day of the first month during or after which assets
have been transferred for lessthan fair market value, and
which does not occur in any other periods of ineligibility
under this section. Theineligibility period isequal tothe
number of months specified in subsection (f). The look-
back date is determined as follows:

(1) Inthe case of transfersthat do not involve atrust,

the look-back date is determined as follows:

(A) For aninstitutionalizedindividual, thel ook-back
date isthirty-six (36) months before thefirst date as
of which the individua both:

(i) isan ingtitutionalized individual; and

(i1) has applied for medical assistance.
(B) For a noninstitutionalized individual, the look-
back date is thirty-six (36) months before the later
of:

(i) the date on which the individual applies for

medical assistance; or

(i) the date on which the individual disposes of

assets for less than fair market value.

(2) In the case of transfers which involve payments

from a trust or portions of a trust that are treated as

assets disposed of by an applicant or recipient under
section 22(b)(3) or 22(c)(2) of thisrule, the look-back
date is determined as follows:
(A) For aninstitutionalized individual, thel ook-back
date is sixty (60) months before the first date as of
which the individual both:
(i) isan ingtitutionalized individual; and
(ii) has applied for medical assistance.
(B) For a noninstitutionalized individual, the look-
back date is sixty (60) months before the later of:
(i) the date on which the individual applies for
medical assistance; or
(i) the date on which the individual disposes of
assets for less than fair market value.

(d) During the penalty period, an institutionalized
individual is ingligible for medical assistance for the
following services:
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(1) Nursing facility services.

(2) A leve of carein any institution equivalent to that

of nursing facility services.

(3) Home or community-based waiver services.

(e) During the penalty period, a noninstitutionalized
individua isineligible for the following services:

(1) Home hedlth care services.

(2) Homeand community careservicesfor functionaly

disabled elderly individuals.

(3) Personal care services as defined in 42 U.S.C.

1396a(a)(24).

(4) Any other long term care services, including, but

not limited to, the services listed in subsection (d).

(f) Thenumber of monthsof ineligibility shall beequal
tothetotal, cumul ative uncompensated value of all assets
transferred by the individual, or theindividual’s spouse,
on or after thelook-back date specified in subsection (¢),
divided by the average monthly cost to a private patient
of nursing facility servicesin the geographic areawhich
includes the county where the individual resides at the
time of application. As used in this subsection, “geo-
graphic area” means the region identified in Section
2640.10.35.20 of the Family and Social ServicesAdmin-
istration Program Policy Manual for Cash Assistance,
Food Stamps, and Health Coverage.

(9) This subsection applies to the transfer of a stream
of income, including, but not limited to, the transfer of
theincomegenerated by income-producing real property.
The transfer of income-producing rea property is a
transfer of a stream of income if the transferor does not
retain the right to receive the income generated by the
property. The uncompensated value of income trans-
ferred is determined by calculating the greater of

(2) the fair market value; or

(2) the actual amount;
of total net income that the property or other source of
incomeis expected to produce during the lifetime of the
transferor, based on life expectancy tables published by
the office, and subtracting the income, if any, that the
transferor will receive from the property or other source
of income after the transfer.

(h) When an individual accepts arental payment that
is less than the fair market rental value for income-
producing property, the uncompensated value of the
transfer is determined by:

(2) calculating the difference between the fair market

rental value and the amount of rent accepted; and

(2) multiplying the difference by the person’s life

expectancy based on life expectancy tables published

by the office.

(i) This subsection applies to a transfer of assets that
results from failure to take action to receive assets to
which one is entitled to receive by law. No penalty will

4051AC2-3-1.1

beimposedif any of thefollowing circumstancesapplies:
(1) The applicant or recipient, or the individua with
legal authority to act on behalf of the applicant or
recipient, is unaware of his or her right to receive
assets, or becomes aware of the right to receive assets
after the deadline for taking action has passed. If the
office naotifies the applicant or recipient of his or her
right to receive assets prior to the deadline for taking
action, the individual will be presumed to be aware of

hisor her right to receive assets unless subdivision (2)

applies.

(2) A physician states that the applicant or recipient is

not capable of taking action to receive the assets, and

there is no guardian or other individua with the
authority to act on the applicant’ sor recipient’ sbehalf.

(3) Theexpenses of collecting the assetswould exceed

the value of the assets.

(4) In the case of a surviving spouse who fails to take

a statutory share of a deceased spouse’s estate, no

penalty will be imposed if the deceased spouse has

made other equivalent arrangements to provide for a

spouse’s needs. “Other equivalent arrangements’

includes, but is not limited to, a trust established for
the benefit of the surviving spouse.

(i) An applicant or recipient shall not beineligiblefor
medical assistance under this section if any of the
following apply:

(1) The assetstransferred were ahome, and title to the

home was transferred to any of the following persons:

(A) The spouse of the applicant or recipient.
(B) A child of the applicant or recipient who:

(i) is under twenty-one (21) years of age; or

(ii) is blind or disabled as defined in 42 U.S.C.

1382c.
(C) A sibling of the applicant or recipient who has
an equity interest in the home and who wasresiding
inthe applicant’ sor recipient’shome for aperiod of
at least one (1) year immediately before the date the
applicant or recipient becomes an institutionalized
individual.
(D) A son or daughter of the applicant or recipient,
other than a child described in clause (B), who was
residing in the applicant’s or recipient’s home for a
period of at least two (2) years immediately before
the date the applicant or recipient becomes an
ingtitutionalized individual, and who the office
determines has provided care to the applicant or
recipient which permitted the applicant or recipient
to reside a home rather than in an institution or
facility.

(2) The assets were transferred to the applicant’s or

recipient’ s spouse or to another for the sole benefit of

the applicant’s or recipient’ s spouse.
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(3) Theassetsweretransferred from the applicant’ s or
recipient’ sspouse to another for the sole benefit of the
applicant’s or recipient’ s spouse.

(4) The assets were transferred to:

(A) the applicant’s or recipient’s child who is dis-
abled or blind as defined in 42 U.S.C. 1382c; or
(B) to atrust, including a trust described in section
22(i) of thisrule, established solely for the benefit of
theapplicant’ sor recipient’ schildwhoisdisabled or
blind as defined in 42 U.S.C. 1382c.

(5) The assets were transferred to atrust, including a
trust described in section 22(i) of thisrule, established
solely for the benefit of an individual under sixty-five
(65) years of age who is disabled as defined in 42
U.S.C. 1382c.
(6) Theassetstransferred aredisregardedfor eligibility
purposes through the use of aqualified long term care
insurance policy pursuant to |C 12-15-39.6. If an asset
is disregarded through the use of aqualified long term
care insurance policy, that asset and any income
generated by that asset may be transferred without
penalty.

(7) A satisfactory showing is made to the office, in

accordance with standards specified under 42 U.S.C.

1396p(c)(2)(C) by the Secretary of Health and Human

Services, that:

(A) the applicant or recipient intended to dispose of
the assets at fair market value or for other valuable
consideration;

(B) theassetsweretransferred exclusively for apurpose
other than to qudify for medical assistance; or

(C) dll assets transferred for less than fair market
value have been returned to the applicant or recipi-
ent.

(8) Theofficemay waivetheapplication of thissection

in cases of undue hardship, but only to the extent

required by standards specified under 42 U.S.C.

1396p(c)(2)(D) by the Secretary of Health and Human

Services.

(K) In the case of atransfer by the spouse of an appli-
cant or recipient which resultsin aperiod of ineligibility
for medical assistance, the office shall apportion the
period of indigibility, or any portion of that period,
between the applicant or recipient and the applicant’s or
recipient’s spouse, if the spouse otherwise becomes
eligiblefor medical assistance, asspecifiedinregulations
promulgated under 42 U.S.C. 1396p(c)(4) by the Secre-
tary of Health and Human Services. (Office of the
Secretary of Family and Social Services; 405 IAC 2-3-
1.1; filed May 1, 1995, 10:45 a.m.: 18 IR 2223; errata
filed Jun 9, 1995, 2:30 p.m.: 18 IR 2796; readopted filed
Jun 27,2001, 9:40 a.m.: 24 1R 3822; filed Mar 13, 2002,
10:09 am.: 25 1R 2472)
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4051AC 2-3-1.2 Transfersinvolving annuities
Authority: IC 12-8-1-9; IC 12-8-6-5; |C 12-15-1-10
Affected: IC 12-15-4

Sec. 1.2. (8) For purposesof thissection, “ annuity” means
apolicy, certificate, contract, or other arrangement between
two (2) or more parties whereby one (1) party pays alump
sum of money or other valuable consideration to the other
party inreturnfor theright to receive paymentsin thefuture.

(b) The purchase of an annuity, any instrument pur-
porting to be an annuity, or any other arrangement that
meets the definition of an annuity in subsection (a) shall
be considered an uncompensated transfer of assets
resulting in apenalty under section 1.1 of thisrule unless
the following criteria are met:

(1) The annuity is purchased from one (1) of the

following:

(A) An insurance company or another commercial
company that sells annuities as part of the normal
course of business.

(B) A nonprofit organization qualified under Section
501(c) of the Internal Revenue Code as amended.

(2) The annuity provides substantially equal monthly

payments of principal and interest and does not have a

balloon or deferred payment of principal or interest.

Payments will be considered substantialy equa if the

total annual payment in any year varies by five percent

(5%) or less from the payment in the previous year.

(3) The annuity will return the full purchase price

within the purchaser’s life expectancy as determined

by life expectancy tables published by the office.

(c) If an annuity complies with the criteriain subsec-
tion (b)(1) and (b)(2), but does not comply with subsec-
tion (b)(3), theuncompensated value of thetransfer isthe
difference between the purchase price and the amount
that the annuity will return within the purchaser’s life
expectancy. If an annuity does not comply with one (1)
or more of the criteriain subsection (b)(1) or (b)(2), the
uncompensated value is the entire purchase price.

(d) If an annuity is revocable or can be assigned to
another person, it isconsidered an available resource for
Medicaid eligibility purposes.

(e) This section applies to any annuity regardless of
purchase date, except that the requirementsin subsection
(b)(2) and (b)(2) apply only to the following:

(1) Any annuity purchased on or after the later of:

(A) June 1, 2002; or
(B) the effective date of thisrule.
(2) Any annuity regardless of purchase date, if the
annuity is annuitized on or after the later of:
(A) June 1, 2002; or
(B) the effective date of thisrule.
(Office of the Secretary of Family and Social Services,
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405 IAC 2-3-1.2; filed May 1, 2002, 10:38 a.m.: 25 IR
2726; errata filed Aug 22, 2002, 3:12 p.m.: 26 IR 35)

405 1AC 2-3-2 Lifecarecontracts

Authority: 1C 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 2. An applicant who has entered into alife care
contract with an institution whereby he has transferred
his available assets to the institution in exchange for full
maintenance and medical care during hislifetimein that
ingtitution is ineligible for medical assistance for the
aged, blind, or disabled unlessthe contracting institution
can prove to the county department by a complete and
accurate accounting of all fundsinvolvedthat itisunable
to fulfill its contract obligations to the applicant. (Office
of the Secretary of Family and Social Services; 405 |AC
2-3-2; filed Mar 1, 1984, 2:31 pm: 7 IR 1018, eff Apr 1,
1984; readopted filed Jun 27, 2001, 9:40 am.: 24 IR
3822) NOTE: Transferred from the Division of Family
and Children (470 1AC 9.1-3-4) to the Office of the
Secretary of Family and Social Services (405 IAC 2-3-2)
by P.L.9-1991, SECTION 131, effective January 1, 1992.

4051AC 2-3-3 Income of applicant or recipient

(calculation)
Authority: IC 12-13-5-3; IC 12-13-7-3; |C 12-15-1-10
Affected: IC 12-15-4; IC 12-15-5

Sec. 3. Countableincomeisgrossmonthly incomeless
the deductionsand exclusionsrequired to be excluded by
federal and state statute or regulation and the deductions
and exclusions as follows:

(1) Determination of net earned income as follows:
(A) All of the earned income of a child under four-
teen (14) years of ageis excluded.

(B) Up to ten dollars ($10) of earned income is
disregarded if the income is received only once
during the calendar quarter from a single source
(infrequent) or could not be reasonably to expected
(irregular). If the total amount of infrequent or
irregular earned incomereceived in amonth exceeds
ten dollars ($10), this disregard cannot be applied.
(C) Expenses dlowed by the Internal Revenue Service
shdl bededucted from grossincome from sdf-employ-
ment to determined net self-employment earnings.

(D) Sixty-five dollars ($65) of earned income per
month, plus impairment-related work expenses
described in 405 |AC 2-9-2(b) for individualsin the
disabled category, plus one-half (%) of remaining
earned income is excluded.

(2) Funds from a grant, scholarship, or fellowship,

other than that excluded by federal regulations, which

4051AC 2-3-4

are designated for tuition and mandatory books and
fees at an educationa institution or for vocational
rehabilitation or technical training purposes shall be
deducted from the total of such funds.
(3) Tax refunds are excluded from income.
(4) Home energy assistance is disregarded.
(5) Up to twenty dollars ($20) of unearned income is
disregarded if theincomeisreceived only once during
the calendar quarter from a single source (infrequent)
or could not reasonably be expected (irregular). If the
total amount of infrequent or irregular unearned
income received in a month exceeds twenty dollars
($20), this disregard cannot be applied.
(6) A genera income disregard of fifteen dollars and
fifty cents ($15.50) is deducted per month.
(7) Payments made to foster parents or licensed child
caring institutions from county funds or reimbursed
under Title 1V-B of the Social Security Act on behalf
of an applicant or recipient whoisaward of the county
department shall be excluded.
(8) For an applicant or recipient of medicad assistance
under the blind category, an amount of hisor her income,
as specified in an approved plan for achieving self-sup-
port, is disregarded for a period of time not to exceed
twelve (12) months. Such aplan will be approved by the
family and socia servicesadministration, if theplanisin
writing and fully documents that the income to be disre-
garded will be used by the applicant or recipient in pursu-
ing a bonafide activity aimed at achieving sdf-support.
(Office of the Secretary of Family and Social Services,
405 IAC 2-3-3; filed Mar 1, 1984, 2:31 p.m.: 7 IR 1018,
eff Apr 1, 1984; filed Jul 16, 1987, 2:00 p.m.: 10 IR
2669; errata, 11 IR 799; filed Feb 16, 1993, 5:00 p.m.:
16 IR 1783; readopted filed Jun 27, 2001, 9:40 a.m.; 24
IR 3822; filed Jun 10, 2002, 2:21 p.m.: 25 IR 3114;
errata filed Jun 28, 2002, 10:17 am.: 25 IR 3769)
NOTE: Transferred from the Division of Family and
Children (470 |AC 9.1-3-5) to the Office of the Secretary
of Family and Social Services (405 1AC 2-3-3) by P.L.9-
1991, SECTION 131, effective January 1, 1992.

405 IAC 2-3-4 Income of legally responsiblerela-
tives; inclusion
Authority: |C 12-13-5-3; |C 12-13-7-3; | C 12-15-1-10
Affected: |C 12-15-4; IC 12-15-5

Sec. 4. The countable income of an applicant for or
recipient includes income of certain legally responsible
relatives in the following situations:

(1) Except as provided in subdivision (3), if the appli-

cant or recipient is under eighteen (18) years of age

and is living with his or her parent(s), his or her
income includes the income of hisor her parent(s).



4051AC 2-3-5

(2) If the applicant or recipient isliving with hisor her
spouse, hisor her incomeincludestheincomeof hisor
her spouse.
(3) Income of the parent(s) is not included if the
applicant or recipient is under eighteen (18) years of
age and has been approved from home and community
based services under an approved waiver, in accor-
dance with 42 U.S.C.A. 1396n, which specifies the
exclusion of parenta income.
(Office of the Secretary of Family and Social Services,
405 IAC 2-3-4; filed Mar 1, 1984, 2:31 p.m.: 7 IR 1019,
eff Apr 1, 1984; filed Feb 16, 1993, 5:00 p.m.; 16 IR
1784; filed May 10, 2001, 9:20 a.m.: 24 IR 3022;
readopted filed Jun 27, 2001, 9:40 am.; 24 IR 3822)
NOTE: Transferred from the Division of Family and
Children (4701 AC 9.1-3-6) to the Office of the Secretary
of Family and Social Services (405 1AC 2-3-4) by P.L.9-
1991, SECTION 131, effective January 1, 1992.

405 IAC 2-3-5 Income of parents; calculation (Re-
pealed)

Sec. 5. (Repealed by Office of the Secretary of Family and
Social Services, filed Feb 16, 1993, 5:00 p.m.: 16 IR 1788)

405 1AC 2-3-6 Income levels for immediate family
of ingtitutionalized applicant or
recipient (Repeal ed)

Sec. 6. (Repeal ed by Office of the Secretary of Family and
Social Services; filed Feb 16, 1993, 5:00 p.m.: 16 IR 1788)

4051AC 2-3-7 Availableincomeof immediate fam-
ily of ingtitutionalized applicant or
recipient (Repeal ed)

Sec. 7. (Repealed by Office of the Secretary of Family and
Social Services, filed Feb 16, 1993, 5:00 p.m.: 16 IR 1788)

4051AC 2-3-8 Incomedigibility of noninditutionalized
applicant or recipient (Repealed)

Sec. 8. (Repealed by Office of the Secretary of Family
and Social Services; filed Feb 16,1993, 5:00 p.m.: 16 IR
1788)

4051AC 2-3-9 Income eligibility of institutional-
ized applicant or recipient (Re-
pealed)

Sec. 9. (Repealed by Office of the Secretary of Family
and Social Services, filed Feb 16,1993, 5:00p.m.: 16 IR
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1788)

405 | AC 2-3-10 Spend-down €ligibility
Authority: IC 12-13-5-3; IC 12-13-7-3; IC 12-15-1-10
Affected: IC 12-15-4; IC 12-15-5

Sec. 10. (a) As used in this section, “countable in-
come” and “incurred medical expenses’ arethose found
in 42 CFR 435.732 and section 3 of thisrule.

(b) Any otherwisedligibleapplicant or recipient whose
countable monthly income exceedsthe applicableincome
limit specified in section 18 of this rule is eligible for
medical assistance for that part of any month after hisor
her incurred medical expenses equal his or her excess
income.

(¢) In order to be determined eligible for medical
assistance under this section, the applicant or recipient
must provideto the county department, for each monthin
which he or she requests medical assistance, documen-
tary verification of hisor her incurred medical expenses
for which he or she remains currently liable. The county
department will promptly determine the date on which
the applicant became eligible for medical assistance and
issue the appropriate eligibility documents for the
remainder of that month.

(d) If the applicant’s anticipated medical expenses do
not exceed his or her excess income, his or her applica-
tionwill be denied. Such an applicant may reapply at any
time. (Office of the Secretary of Family and Social
Services; 405 IAC 2-3-10; filed Mar 1, 1984, 2:31 p.m.:
71R 1021, eff Apr 1, 1984; filed Feb 16, 1993, 5:00 p.m.;
16 IR 1785; filed Jul 25, 1995, 5:00 p.m.: 18 IR 3382;
readopted filed Jun 27, 2001, 9:40 am.: 24 IR 3822)
NOTE: Transferred from the Division of Family and
Children (470 IAC 9.1-3-12) to the Office of the Secre-
tary of Family and Social Services (405 IAC 2-3-10) by
P.L.9-1991, SECTION 131, effective January 1, 1992.

405 |AC 2-3-11 L oans; inclusion asincome
Authority: 1C 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2
Affected: 1C 12-13-7-3; IC 12-15
Sec. 11. (a) A loan shall not be considered as income
in the month of receipt if the written or verbal loan
agreement islegally binding under statelaw and includes
the following:
(1) the borrower’ s acknowledgement of an obligation
to repay; and
(2) atimetable and plan for repayment; and
(3) the borrower’s express intent to repay either by
pledging real or persona property or anticipated
income.
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(b) An amount remaining in the month following the
month of receipt shall be considered in determining
whether the applicant or recipient is within the resource
limit set forth in 470 IAC 9.1-3-1 [ Repealed filed Dec
16, 1986, 11:00 am: 10 IR 1081, eff Feb 1, 1987].
(Office of the Secretary of Family and Social Services,
405 IAC 2-3-11; filed Mar 1, 1984, 2:33 pm: 7 IR 1043,
eff Apr 1, 1984; readopted filed Jun 27, 2001, 9:40 a.m.:
24 IR 3822) NOTE: Transferred from the Division of
Family and Children (470 1AC 9.1-3-13) to the Office of
the Secretary of Family and Social Services (405 |AC 2-
3-11) by P.L.9-1991, SECTION 131, effective January 1,
1992.

405 |AC 2-3-12 Contract sale of real property; cal-
culation asincome

Authority: IC 12-8-6-5; IC 12-15-1-10; I1C 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 12-15

Sec. 12. In the determination of countable income
received asaresult of acontract sale of real property, the
county department shall determine the amount of the
monthly contractual payment, subtract all ownership
expenses, and theremainder shall be counted asunearned
income.

The down payment portion shall be considered a
resource. (Office of the Secretary of Family and Social
Services; 4051AC 2-3-12; filed Mar 1, 1984, 2:33 pm: 7
IR 1043, eff Apr 1, 1984; readopted filed Jun 27, 2001,
9:40 am.: 24 IR 3822) NOTE: Transferred from the
Division of Family and Children (470 1AC 9.1-3-14) to
the Office of the Secretary of Family and Social Services
(4051AC2-3-12) by P.L.9-1991, SECTION 131, effective
January 1, 1992.

405 |AC 2-3-13 In-kind support and maintenance;

inclusion asincome
Authority: 1C 12-13-5-3; IC 12-13-7-3; |C 12-15-1-10
Affected: 1C 12-15-4; IC 12-15-5

Sec. 13. (a) Thefollowing definitionsapply throughout
this section:

(1) “In-kind support and maintenance” means any
food, clothing, or shelter which is received by the
applicant or recipient and his or her spouse, or by the
child applicant or recipient and his or her parent(s)
because someone else pays for it.

(2) “Shelter” means room, rent, mortgage payments,
real property taxes, heating fuel, gas, el ectricity, water,
sewerage, and garbage collection services.

(3) “Proratashare of shelter” meansthe averagevalue
of monthly shelter costs divided by the number of
people in the household, regardless of age.

405 1AC 2-3-15

(4) “Proratashareof food” meansthe averagemonthly
expenses for food divided by the number of peoplein
the household, regardless of age.

(b) In-kind support and maintenance shall be consid-
ered as unearned income and shall be the actual value of
food, clothing, or shelter received not to exceed one-third
(1/3) of the applicable income standard in section 18 of
thisrule.

(¢) In-kind support and maintenancefor shelter or food
shall not be considered if the applicant or recipient and
his or her spouse, or hisor her parent(s) if he or sheisa
child, live in someone else’ s household, and pay at |east
a pro rata share of shelter or food. (Office of the Secre-
tary of Family and Social Services; 4051AC 2-3-13; filed
Mar 1, 1984, 2:33 p.m.: 7 IR 1043, eff Apr 1, 1984; filed
Feb 16, 1993, 5:00 p.m.: 16 IR 1785; readopted filed Jun
27, 2001, 9:40 am.: 24 IR 3822) NOTE: Transferred
fromthe Division of Family and Children (470 |AC 9.1-
3-15) to the Office of the Secretary of Family and Social
Services(4051AC2-3-13) by P.L.9-1991, SECTION 131,
effective January 1, 1992.

405 | AC 2-3-14 Resour ces; general
Authority: 1C 12-8-6-5; 1C 12-15-1-10; I1C 12-15-1-15; IC 12-
15-21-2

Affected: 1C 12-13-7-3; IC 12-15

Sec. 14. (a) Definitions. (1) Resources are al of the
real and personal property owned by the applicant or
recipient and his spouse or parent(s). Resources must be
available in order to be considered in the digibility
determination. If theindividual hastheright, authority or
ability to liquidate the property, or his share of the
property, it is considered an available resource.

(2) Liquid assets are those assetsthat arein cash or are
financia instruments which are convertible to cash.

(3) Current market value is the average price that the
property can reasonably be expected to sell for on the
open market in the particular geographic areainvolved.

(4) Equity vaueisthecurrent market value minusthetotal
amount of liensagainst the property. (Office of the Secretary
of Family and Social Services; 405 |AC 2-3-14; filed Dec
16, 1986, 11:00 am: 101R 1079, eff Feb 1, 1987; readopted
filed Jun 27, 2001, 9:40 am.: 24 IR 3822) NOTE: Trans-
ferred from the Division of Family and Children (470 IAC
9.1-3-16) to the Office of the Secretary of Family and Social
Services (405 |IAC 2-3-14) by P.L.9-1991, SECTION 131,
effective January 1, 1992

405 | AC 2-3-15 Resour ces; limitations and exclu-
sions
Authority: 1C 12-8-6-5; 1C 12-15-1-10; IC 12-15-1-15; IC 12-
15-21-2

Affected: 1C 12-13-7-3; IC 12-15
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Sec. 15. (a) An applicant or recipient isineligible for
medical assistance for any month in which the total
equity value of all nonexempt personal property exceeds
the applicable limitation, set forth asfollows, on the first
day of the month:

(2) Onethousand five hundred dollars ($1,500) for the

applicant or recipient, including the amount deter-

mined in subsection (b), or in addition to the amount
determined in subdivision (3), if applicable.

(2) Two thousand two hundred fifty dollars ($2,250)

for the applicant or recipient and his or her spouse if

the couple is living together, or if the most recent

continuous period of institutionalization of one (1)

member of the couple began prior to September 30,

1989.

(3) Twelve thousand dollars ($12,000), subject to

adjustment under Section 1924(g) of the Socia Secu-

rity Act, asthe spousal resource standard provided for
in Section 1924(f)(2)(A)(i) of the Socia Security Act,
or a higher amount as determined under:

(A) Section 1924(f)(2)(A)(ii);

(B) Section 1924(f)(2)(A)(iii); or

(C) Section 1924(f)(2)(A)(iv);

of the Social Security Act for acommunity spouse as

defined in Section 1924(h) of the Social Security Act.

(b) Except as provided in subdivision (3), if the
applicant or recipient isunder eighteen (18) yearsof age,
his or her personal property includes the value of hisor
her parents’ personal property in excess of the following
limitations and in the following situations:

(1) If the child lives with one (1) parent, one thousand

five hundred dollars ($1,500) of the parent’s personal

property is excluded. If the child lives with two (2)

parents, two thousand two hundred fifty dollars

(%$2,250) of the parents’ personal property isexcluded.

(2) If the child is institutionalized, one thousand five

hundred dollars ($1,500) of the personal property of

his or her custodial parent or two thousand two hun-
dred fifty dollars ($2,250) of the personal property of
both parents is excluded.

(3) If the child is approved for home and community

based services under the waiver for persons with

autism, in accordance with 42 U.S.C. 1396n, parental
resources are excluded regardless of parental income.

(c) Inaddition to that property required to be excluded
by federal statute or regulation, thefollowing property is
exempt from consideration:

(1) All household goods and personal effects.

(2) Persona property required by an individua's

employer while the individual is employed.

(3) The equity value of persona property used to

produce food for home consumption or used in the

production of income.

(4) The value of life insurance with atotal face value
of one thousand four hundred dollars ($1,400) or less
if provision has been made for payment of the appli-
cant’s or recipient’s funeral expenses from the pro-
ceeds of such insurance. However, the one thousand
four hundred dollars ($1,400) limitation shall be
reduced by any amount in anirrevocableburial trust or
irrevocable prepaid funeral agreement.
(5) For aperiod of no more than nine (9) monthsfrom
the date of receipt, the proceeds or any interest earned
on the proceeds of casualty insurance received as a
result of damage, destruction, loss, or theft of exempt
real or persona property if the applicant or recipient
demonstratesthat the proceeds are being used to repair
or replace the damaged, destroyed, lost, or stolen
exempt property.
(6) One (1) motor vehicle according to the following
provisions:
(A) One (1) motor vehicle is excluded, regardless of
velue, if, for the applicant or recipient or other member
of hisor her household, the motor vehicleis:
(i) necessary for employment;
(i) necessary for the medical treatment of a spe-
cific or regular medical problem; or
(i) modified for operation by or transportation of
a handicapped person.
(B) If nomotor vehicleisexcluded under clause (A),
four thousand five hundred dollars ($4,500) of the
current market value of one (1) motor vehicle is
excluded.
(7) Burial spaces.
(8) Subject to the requirements in subsection (d), the
home which is the principal place of residence of:
(A) the applicant or recipient;
(B) the spouse of the applicant or recipient;
(C) the parent(s) of the applicant or recipient;
(D) the applicant’s or recipient’s biological or
adoptive child(ren) under eighteen (18) years of
age; or
(E) the applicant’s or recipient’s blind or disabled
biological or adoptive child(ren) eighteen (18) years
of age or older.
(9) For an applicant or recipient of medical assistance
under the blind category, an amount of his or her
resources, as specified in an approved plan for achiev-
ing self-support, isdisregarded for aperiod of time not
to exceed twelve (12) months. Such a plan will be
approved by the division of family and children in
conjunction with the Indiana division of services for
the blind if the plan is in writing and fully documents
that the resourcesto be disregarded will be used by the
applicant or recipient in pursuing a bona fide activity
aimed at achieving self-support.
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(10) Income producing real property if the incomeis

greater than the expenses of ownership.

(d) The home exempted by subsection (c)(8) isexempt
until such time asiit is verified that none of the persons
listed in subsection (c)(8) intends to reside there. The
home is the shelter in which the person resides, the land
on which the shelter islocated, and related outbuildings.

(e) Asacondition of eligibility for medical assistance
for the aged, blind, and disabled, each applicant and
recipient and hisor her legally responsiblerel atives must
sign an agreement to offer for sale or for rent all nonex-
empt real property that he or she or his or her legally
responsible relatives own, except in those situations
involving a community spouse and an institutionalized
spouse, as defined in Section 1924(h) of the Social
Security Act, wherein the total equity value of al re-
sources of the couple does not exceed the sum of the
institutionalized spouse’ sresourcelimitation specifiedin
subsection (a)(1) and the community spouse resource
standard, as determined under Section 1924(f)(2)(A) of
the Social Security Act.

(f) If nonexempt real property isnot offered for sale or
for rent at current market value within thirty (30) days of
written notification of medical assistance or withinthirty
(30) daysafter theagreement referenced in subsection (€)
is signed, whichever is later, the recipient shall be
ingligiblefor medical assistance. (Office of the Secretary
of Family and Social Services; 4051AC 2-3-15; filed Dec
16, 1986, 11:00 a.m.: 10 IR 1080, eff Feb 1, 1987; filed
Jul 16, 1987, 2:00 p.m.: 10 IR 2670; errata, 11 IR 96;
filed Jun 30, 1989, 5:00 p.m.: 12 IR 2048; filed Dec 15,
1989, 11:50 a.m.: 13 IR 878; filed Aug 21, 1996, 2:00
p.m.: 20 IR 13; readopted filed Jun 27, 2001, 9:40 a.m.:
24 IR 3822) NOTE: Transferred from the Division of
Family and Children (470 1AC 9.1-3-17) to the Office of
the Secretary of Family and Social Services (405 1AC 2-
3-15) by P.L.9-1991, SECTION 131, effective January 1,
1992.

405 | AC 2-3-16 Funeral trusts; consideration

Authority: |IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: IC 12-13-7-3; IC 12-15; IC 30-2-10

Sec. 16. A funeral trust established under IC 30-2-10
et seq. which contains a technical defect in the docu-
ments required by 1C 30-2-10-5 shall be deemed for the
purposes of Medicaid digibility to be valid as of the
original date of establishment of the trust if the defect is
corrected within twenty (20) days after receipt of notice
from the county department of the defect. (Office of the
Secretary of Family and Social Services; 405 IAC 2-3-
16; filed Dec 16, 1986, 11:00 am: 10 1R 1081; readopted

405 1AC 2-3-17

filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822) NOTE:
Transferred from the Division of Family and Children
(470 1AC 9.1-3-18) to the Office of the Secretary of
Family and Social Services (405 IAC 2-3-16) by P.L.9-
1991, SECTION 131, effective January 1, 1992.

405 1AC 2-3-17 Income eligibility of institutional-
ized applicant or recipient with
community spouse; posteligibility

Authority: IC 12-8-6-5; |C 12-15-1-10
Affected: IC 12-15-4; IC 12-15-5; IC 12-15-7-2

Sec. 17. (a) Asused in this section, “institutionalized
spouse” and “ community spouse” have the meanings set
forthin 42 U.S.C.A. 1396r-5(h) ().

(b) The income eligibility of an institutionalized
applicant or recipient with acommunity spouse shall be
determined as follows:

(1) Determine the applicant’s or recipient’s countable

income under section 3 of this rule and in accordance

with income ownership provisions set forth in 42

U.S.C.A. 1396r-5(d).

(2) Subtract from the amount determined in subdivi-

sion (1) the individual income standard specified in

section 18 of thisrule.

(3) If the remainder calculated in subdivision (2) is

zero dollars ($0) or less, the applicant or recipient is

eigible for medical assistance.

(4) If the remainder calculated in subdivision (2) is

greater than zerodollars ($0), the applicant or recipient

is eligible if his or her estimated medical expenses
exceed this remainder.

(c) If an applicant or recipient is determined eligible
for medical assistance under subsection (b),
posteligibility treatment of income to calculate the
amount of income to be paid to the institution is deter-
mined as follows:

(1) Subtract from the applicant’s or recipient’s gross
income determined according to ownership provisions
set forth in 42 U.S.C.A. 1396r-5(b) those exclusions
required by federal law.
(2) Subtract the minimum personal needs allowance
specified in IC 12-15-7-2.
(3) Subtract an amount for increased personal needsas
alowed under Indiana sapproved M edicaid state plan.
Theincreased personal needs allowance includes, but
isnot limited to, court ordered guardianship fees paid
to an institutionalized applicant or recipient’s lega
guardian, not to exceed thirty-five dollars ($35) per
month. Guardianship fees include all services and
expenses required to perform the duties of aguardian,
aswell as any attorney fees for which the guardian is
liable.
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(4) Subtract a spousal allocation equal to the commu-
nity spouse’ stotal income, in accordance with owner-
ship provisions set forth in 42 U.S.C.A. 1396r-5(b),
subtracted from the sum of nine hundred eighty-four
dollars ($984), plus an excess shelter allowance
determined under 42 U.S.C.A. 1396r-5(d)(4), subject
to al provisions of 42 U.S.C.A. 1396r-5(d), 42
U.S.C.A. 1396r-5(e), and 42 U.S.C.A. 1396r-5(g).
(5) Subtract an allocation for each dependent family
member, as defined in subsection (e), equal to one-
third (&) of the amount by which nine hundred eighty-
four dollars ($984) exceeds the family member’ stotal
income, subject to the provisions of 42 U.S.C.A.
1396r-5(d), 42 U.S.C.A. 1396r-5(¢e), and 42 U.S.C.A.
1396r-5(g).

(d) The spousal alocation calculated in subsection
(c)(4) is deducted from the institutionalized applicant’s
or recipient’ sincome only to the extent that it is actually
made available to, or for the benefit of, the community
spouse.

(e) “Dependent family member”, for the purpose of
determining the allocation in subsection (c)(5), is a
person listed, as follows, who resides with the commu-
nity spouse:

(1) Biological or adoptive children of either spouse

under twenty-one (21) years of age.

(2) Biological or adoptive children of the community

or institutionalized spouse who are twenty-one (21)

years of age or over and who are claimed for tax

purposes by either spouse under the Internal Revenue

Service Code.

(3) The parent(s) of thecommunity or institutionalized

spousewho areclaimed asdependentshby either spouse

for tax purposes under the Internal Revenue Service

Code.

(4) Biological and adoptive siblings of the community

or ingtitutionalized spouse who are claimed by either

spouse for tax purposes under the Internal Revenue

Service Code.

(Office of the Secretary of Family and Social Services,
4051AC 2-3-17; filed Dec 1, 1989, 5:00 p.m.: 131R628;
filed May 2, 1990, 4:55 p.m.: 13 IR 1707; filed Aug 9,
1991, 11:00 a.m.: 14 IR 2227; filed May 14, 1992, 5:00
p.m.: 15 IR 2191; filed Feb 16, 1993, 5:00 p.m.: 16 IR
1785; filed Feb 23, 1998, 11:30 a.m.: 21 IR 2383; filed
Feb 7, 2000, 3:26 p.m.: 23R 1377, erratafiled Mar 20,
2000, 3:19 p.m.: 23 IR 2003; readopted filed Jun 27,
2001, 9:40 a.m.: 24 1R 3822; filed Apr 16, 2003, 10:55
a.m.; 26 IR2867) NOTE: Transferred fromthe Division
of Family and Children (470 1AC 9.1-3-19) to the Office
of the Secretary of Family and Social Services (405 IAC
2-3-17) by P.L.9-1991, SECTION 131, effective January
1, 1992.
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405 | AC 2-3-18 Income standar ds
Authority: 1C 12-8-6-5; |C 12-13-5-3; IC 12-13-7-3; IC 12-15-1-10
Affected: 1C 12-15-4; IC 12-15-5

Sec. 18. () The standards used in determining the
income dligibility of an applicant or recipient under
sections 17 and 20 of thisrule are asfollows:

(1) Individua standard, four hundred seventy dollars

($470).

(2) Couple standard, seven hundred five dollars

($705).

(3) Nonapplicant or nonrecipient dependent child

standard, two hundred thirty-five dollars ($235).

(4) Applicant or recipient dependent child standard,

four hundred seventy dollars ($470).

(5) Essential person standard, two hundred thirty-five

dollars ($235).

(6) One (1) parent standard, four hundred seventy

dollars ($470).

(7) Two (2) parent standard, seven hundred fivedollars

($705).

(8) Stepparent standard, two hundred thirty-fivedollars

($235).

(b) Beginning in calendar year 1997, the income
standards specified in subsection (&) shall increase
annually inthe same percentage amount that isapplied to
Supplemental Security Income (SSI) benefits under 42
U.S.C. 1382(f). The increase in the income standards
shall be effective on the first day of the same month in
which the division of family and children processes the
Title 1l costs of living adjustments received by public
assistance recipients under 42 U.S.C. 415(i). (Office of
the Secretary of Family and Social Services; 405 |AC 2-
3-18; filed Feb 16, 1993, 5:00 p.m.: 16 IR 1786; filed Jul
18, 1994, 11:00 a.m.: 17 IR 2853; filed Jun 15, 1995,
10:00 a.m.: 18 IR 2760; filed Aug 21, 1996, 2:00 p.m.:
20 IR 15; filed Feb 12, 1997, 4:00 p.m.: 20 IR 1734;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 | AC 2-3-19 Income deemed from parents
Authority: IC 12-13-5-3; IC 12-13-7-3; IC 12-15-1-10
Affected: IC 12-15-4; IC 12-15-5

Sec. 19. (a) Except asprovided in section 4 of thisrule,
the amount of income of a parent(s) to be included as
income to an applicant or recipient in section 20 of this
ruleisdetermined accordingtothefollowing procedures:

(1) Determinetheunearned incomeof the parent(s) which

isnot excluded by state or federa statute or regulation.

(2) If the stepparent of the applicant or recipient is

living in the home of the applicant or recipient and his

or her parent, subtract an allocation fromtheincome of

the parent as determined under subsection (b).
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(3) Subtract an alocation to dependent children as

determined under subsection (b).

(4) Subtract the general income disregard specifiedin

section 3 of this rule. The resulting amount is count-

able unearned income.

(5) Determine the earned income of the parent(s).

(6) Subtract any remaining allocation to dependent

children as determined under subsection (b).

(7) Subtract any remaining amount of the general

income disregard.

(8) Subtract the earned income disregard specified in

section 3 of this rule. The resulting amount is count-

able earned income.

(9) Combine countable unearned and countabl e earned

income.

(10) Subtract the appropriate parental income standard

specified in section 18 of thisrule.

(11) Theresulting amount is deemed asincometo the

applicant or recipient.

(b) An alocation equa to the individual’s income
subtracted fromtheapplicableincomestandard in section
18 of this rule shall be subtracted first from unearned
income and then from earned income for the following
individuals:

(1) The applicant’s or recipient’s stepparent and the

stepparent’ s dependent children who are not receiving

assistance to families with dependent children. The
alocation shall not exceed the stepparent standard
specified in section 18 of thisrule.

(2) A nonapplicant or nonrecipient dependent child of

the parent(s), if the child is not receiving adoption

assistance or assistance to families with dependent
children. The allocation shall be subtracted from the
income of the child’ s biological or adoptive parent(s).

(c) An dlocation is not subtracted if the individual’'s
income equals or exceeds the applicable income stan-
dard. (Office of the Secretary of Family and Social
Services; 405 1AC 2-3-19; filed Feb 16, 1993, 5:00 p.m.:
16 IR 1787; readopted filed Jun 27, 2001, 9:40 a.m.: 24
IR 3822)

405 IAC 2-3-20 Income €eligibility of applicant or
recipient
Authority: |C 12-13-5-3; |C 12-13-7-3; | C 12-15-1-10
Affected: |C 12-15-4; IC 12-15-5

Sec. 20. (a) Except as provided in section 17 of this
rule, an applicant’ sor recipient’ sincomeeligibility shall
be determined by the following procedures:

(1) Determine the applicant’s or recipient’s unearned

income which is not excluded by state or federa

statute or regulation.

(2) Add to the amount determined in subdivision (1)

405 IAC 2-3-20

the amount of the spouse's unearned income after

subtracting any allocation to a dependent child of the

spouse as provided in subsection (b).

(3) Add to the amount determined in subdivision (1)

any deemed incomefrom aparent as determined under

section 19 of thisrule.

(4) Subtract the general income disregard specifiedin

section 3 of thisrule.

(5) Subtract any allocation as determined under sub-

section (b). The resulting amount is countable un-

earned income.

(6) Determine the earned income of the applicant or

recipient.

(7) Add the spouse’ s earned income after subtracting

any remaining allocation to a dependent child from

subdivision (2).

(8) Subtract any remaining general income disregard.

(9) Subtract the remaining allocations as determined

under subsection (b).

(10) Subtract the earned income disregard specified in

section 3 of this rule. The resulting amount is count-

able earned income.

(11) Combine countable unearned and countable

earned income.

(12) Subtract theindividual income standard specified

in section 18 of thisruleif the applicant or recipient is

not living with a spouse or isliving with a spouse who
is receiving assistance to families with dependent
children.

(13) Subtract the couple income standard specified in

section 18 of this rule if the applicant or recipient is

living with a spouse who is not receiving assistance to
families with dependent children.

(14) If theresulting amount in subdivision (12) or (13)

is zero dollars ($0) or less than zero dollars ($0), the

applicant or recipient iseligiblefor medical assistance.

If the resulting amount isgreater than zero dollars ($0),

the applicant or recipient is eligible if he or she meets

the requirements of section 10 of thisrule.

(b) An allocation equal to the individual’s income
subtracted fromtheapplicableincomestandardin section
18 of this rule shall be subtracted first from unearned
income and then from earned income for the following
individuals:

(1) A dependent child of the spouse of an applicant or

recipient if the child is not receiving adoption assis-

tanceor assistanceto familieswith dependent children.

(2) A nonapplicant or nonrecipient dependent child of

the applicant or recipient if the child is not receiving

adoption assistance or assistance to families with
dependent children.

(3) An applicant or recipient child of the applicant or

recipient.
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(4) One (1) essential person of the applicant or recipi-
ent if the essential person is not receiving assistanceto
families with dependent children.

(c) An dlocation is not subtracted if the individual’s
income equals or exceeds the applicable income stan-
dard. (Office of the Secretary of Family and Social
Services; 405 |AC 2-3-20; filed Feb 16, 1993, 5:00 p.m.:
16 IR 1787; readopted filed Jun 27, 2001, 9:40 a.m.: 24
IR 3822)

405 | AC 2-3-21 Posteligibility income calculation
Authority: IC 12-8-6-5; |C 12-15-1-10
Affected: IC 12-15-4; IC 12-15-5; IC 12-15-7-2

Sec. 21. Except as provided in section 17 of thisrule,
the following procedures are used to determine the
amount of income to be paid to an institution for an
applicant or recipient who has been determined eligible
under section 20 of this rule and who is residing in a
TitleX1X certified hospital, nursing facility, intermediate
care facility for the mentally retarded, or public institu-
tion:

(1) Determine the applicant’s or recipient’s total
incomewhich is not excluded by federal statute. Total
income includes amounts deducted in the eligibility
determination under section 20 of thisrule.
(2) Subtract the minimum personal needs allowance
specified in IC 12-15-7-2.
(3) Subtract an amount for increased personal needsas
alowed under Indiana sapproved M edicaid state plan.
Theincreased personal needs allowance includes, but
isnot limited to, court ordered guardianship fees paid
to an institutionalized applicant or recipient’s legal
guardian, not to exceed thirty-five dollars ($35) per
month. Guardianship fees include al services and
expenses required to perform the duties of aguardian,
as well as any attorney fees for which the guardian is
liable.

(4) Subtract theamount of health insurance premiums.

(5) Subtract an amount for expenses incurred for

necessary medical or remedial carerecognized by state

law but not covered under the state plan, subject to any
reasonable limits set forth in Indiana's approved

Medicaid state plan.

(6) The resulting amount is the amount by which the

Medicaid payment to the facility shall be reduced.
(Office of the Secretary of Family and Social Services,
405 |AC 2-3-21; filed Feb 16, 1993, 5:00 p.m.: 16 IR
1788; filed Feb 23, 1998, 11:30 a.m.: 21 IR 2384; filed
Feb 7, 2000, 3:26 p.m.: 23 1R 1378; erratafiled Mar 20,
2000, 3:19 p.m.: 23 IR 2003; readopted filed Jun 27,
2001, 9:40 am.: 24 IR 3822; filed Apr 16, 2003, 10:55
a.m.: 26 IR 2868)
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4051AC 2-3-22 Trusts
Authority: 1C 12-13-5-3; |C 12-15-1-10
Affected: 1C 12-15-2-17; IC 12-15-3

Sec. 22. (a) Thissection governsthetreatment of trusts
when determining eligibility of an applicant or recipient
of Medicaid. This section appliesto trusts established by
an applicant or recipient of Medicaid as defined in
subsection (€). As used in this section, “individual”
means an applicant or recipient of Medicaid.

(b) A revocable trust established by an applicant or
recipient shall be considered as follows:

(1) The corpus of the trust shall be considered re-

sources available to the individual .

(2) Paymentsfrom the trust to or for the benefit of the

individual shall be considered income of the individ-

ual.

(3) Any other payments from the trust shall be consid-

ered assets disposed of by the individual for purposes

of section 1.1 of thisrule.

(c) Anirrevocable trust established by an applicant or
recipient shall be considered as follows:

(2) If there are any circumstances under which pay-

ment from the trust could be made to or for the benefit

of the individual, the portion of the corpus or income
from which payment to the individual could be made
shall be considered resources available to the individ-
ua. Payments from that portion of the corpus or
income shall be counted as follows:
(A) Paymentsto or for the benefit of the individual
shall be considered income of the individual.
(B) Payments for any other purpose shall be consid-
ered assets disposed of by the individual subject to
section 1.1 of thisrule.
(2) If there are no circumstances under which payment
from a portion of the trust could be made to or for the
benefit of the individual, the portion of the corpus or
incomefromwhich no payment totheindividual could
be made shall be considered to be assets disposed of
by the individual for purposes of section 1.1 of this
rule. For purposes of section 1.1 of this rule, the
following shall apply:
(A) The assets shall be considered disposed of as of
the date of establishment of the trust or the date on
which payment to the individual was foreclosed,
whichever is later.
(B) The value of the trust shall be determined by
including the amount of any payments made from
that portion of the trust after the date in clause (A).

(d) Asused in this section, “trust” includes, but is not
limited to, any legal instrument or device that is similar
to a trust. The term includes an annuity only to such
extent and in such manner as allowed by regulations of
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the Secretary of Health and Human Services.

(e) For purposes of this section, anindividual shall be
considered to have established a trust if assets of the
individual were used to form al or part of the corpus of
the trust, and if any of the following individuals estab-
lished the trust other than by will:

(1) Theindividual.

(2) Theindividual’s spouse.

(3) A person with legal authority to act in place of or

on behalf of the individual or the individual’s spouse,

including, but not limited to, a court or administrative
body.

(4) A person acting at the direction or upon the request

of theindividual or theindividua’ s spouse, including,

but not limited to, a court or administrative body.

(f) Asusedinthissection, “assets’ includesall income
and resources of the individua and of the individua’s
spouse, including any income or resources which the
individual or the individual’s spouse is entitled to but
does not receive because of action:

(1) by the individual or the individua’s spouse;

(2) by apersonwith legal authority to act in place of or

on behalf of the individual or the individual’s spouse,

including, but not limited to, a court or administrative
body; or

(3) by a person, including a court or administrative

body, acting at the direction or upon the request of the

individual or the individual’ s spouse.

(9) In the case of atrust, the corpus of which includes
assets of an individual and assets of any other person or
persons, this subsection shall apply to that portion of the
trust attributable to the assets of the individual.

(h) Subject to subsection (i), thissubsection shall apply
without regard to any of the following:

(1) The purposes for which atrust is established.

(2) Whether the trustees have or exercise any discre-

tion under the trust.

(3) Any restrictions on when or whether distributions

may be made from the trust.

(4) Any restrictionsontheuseof distributionsfromthe

trust.

(i) This section shall not apply to any of thefollowing
trusts:

(1) A trust containing the assets of an individual under
sixty-five (65) years of agewho isdisabled as defined in
42 U.S.C. 1382¢(8)(3), and which is established for the
benefit of the individua by a parent, grandparent, lega
guardian of the individua, or a court, if the state will
receive dl amounts remaining in the trust upon the death
of theindividual up to an amount equal to the total medi-
cal assistance paid on behalf of the individual.

(2) A trust composed only of:

(A) pension;

405 IAC 2-3-23

(B) Social Security;
(C) other income of the individual; and
(D) accumulated incomein the trust;

if the state will receive all amounts remaining in the

trust upon the death of the individual up to an amount

equal to the total medical assistance paid on behalf of
the individual.

(3) A trust containing the assets of an individual who

is disabled as defined in 42 U.S.C. 1382¢(a)(3) that

meets the following conditions:

(A) The trust is established and managed by a
nonprofit association.
(B) A separate account is maintained for each
beneficiary of the trust, but, for purposes of invest-
ment and management of funds, thetrust poolsthese
accounts.
(C) Accounts in the trust are established solely for
the benefit of individuals who are disabled by:

(i) the parent, grandparent, or legal guardian of the

individuals;

(ii) the individuals; or

(iii) acourt.
(D) To the extent that amounts remaining in the
beneficiary’ s account upon the death of the benefi-
ciary are not retained by the trust, the trust pays to
the state from the remaining amounts in the account
an amount equal to the total amount of medical
assistance paid on behalf of the beneficiary.

(i) The office may waivethe application of thissection
in cases of undue hardship, but only to the extent re-
quired by standards specified under 42 U.S.C.
1396p(d)(5) by the Secretary of Health and Human
Services.

(k) Thissection appliesto trusts established on or after
August 11, 1993. Trusts established before August 11,
1993, are governed by 42 U.S.C. 1396a(k). (Office of the
Secretary of Family and Social Services; 405 IAC 2-3-
22; filed May 1, 1995, 10:45 a.m.: 18 IR 2225; errata
filed Jun 9, 1995, 2:30 p.m.: 18 IR 2796; readopted filed
Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

405 | AC 2-3-23 Savings bonds
Authority: |C 12-8-1-9; IC 12-8-6-5; | C 12-15-1-10
Affected: |C 12-15-3

Sec. 23. United States Savings Bonds are considered
availablefor Medicaid eligibility purposes beginning on
the date of purchase. During the six (6) month period
following the date of issue, bondsarevalued for eligibil-
ity purposes as follows:

(1) Bonds issued at face value, including, but not

limited to, Series | and HH bonds, are valued at face

value.
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(2) Bonds issued for less than face value, including,
but not limited to, Series EE bonds, are valued at the
purchase price.
(Office of the Secretary of Family and Social Services,
405 |AC 2-3-23; filed Oct 10, 2002, 10:50 a.m.: 26 IR
730)

Rule 3.1. Eligibility Requirements Based on
Need; Pregnancy-Related Coverage; Coverage
for Children 18 Years of Age and Under (Voided)
NOTE: Voided by P.L.119-1997, SECTION 6, effective

April 9, 1997.

Rule 4. Burial Expenses

4051AC2-4-1  Payment of burial expenses

405 AC 2-4-1 Payment of burial expenses

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-1-15; IC 12-

15-21-2

Affected: 1C 12-13-7-3; IC 1215

Sec. 1. (a) For the purpose of implementing the
provisions of IC 12-1-5-11 [IC 12-1 was repealed by
P.L.2-1992, SECTION 897, effective February 14,
1992], IC 12-1-6-11 [IC 12-1 was repealed by P.L.2-
1992, SECTION 897, effective February 14,1992.], and
IC 12-1-7.1-13 [IC 12-1 was repealed by P.L.2-1992,
SECTION 897, effective February 14, 1992.], arecipient
of medical assistancefor the aged, blind, and disabled is
that person who isreceiving medical assistance as of the
date of his death, or who applied for medical assistance
prior to the date of his death and was subsequently
determined eligible.

(b) The state department shall pay for the cost of the
deceased recipient’s buria expenses subject to the
following limitations:

(1) Payment will be made only to the funeral director

or cemetery representative upon submission of a

completed claim form prescribed by the state depart-

ment.

(2) Payment shall not be made to a funeral director

who submits a claim for cemetery expenses unless he

attaches proof to the claim that he is the cemetery
representative or has been designated the cemetery
representative.

(3) In determining the amount to be paid by the state

department to the funeral director, contributions paid

and payments made or available from the estate of the
deceased recipient in excess of the exclusion provided
by 1C12-1-5-11[IC 12-1 wasrepealed by P.L.2-1992,

SECTION 897, effective February 14, 1992.], IC 12-1-

6-11[1C 12-1wasrepealed by P.L.2-1992, SECTION

897, effective February 14,1992.] ,and 1C 12-1-7.1-13
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[1C 12-1 wasrepealed by P.L.2-1992, SECTION 897,
effective February 14, 1992.] shall be subtracted from
the statutory maximum. The balance of the unpaid
expenses, up to the statutory maximum, shall be paid
by the state department.
(4) In determining the amount to be paid by the state
department to the cemetery representative, contribu-
tions paid and payments made or available from the
estate of the deceased recipient in excess of the statu-
tory exclusion shall be subtracted from the statutory
maximum. The balance of the unpaid expenses, up to
the statutory maximum, shall be paid by the state
department.
(Office of the Secretary of Family and Social Services,
405 |AC 2-4-1; filed Mar 1, 1984, 2:31 pm: 7 IR 1021,
eff Apr 1, 1984; errata, 7 IR 1254; filed Aug 2, 1985,
2:39 pm: 8 IR 2023, eff Sep 1, 1985; filed Jul 16, 1987,
2:00 pm: 101R 2671, errata, 11 IR 799; readopted filed
Jun 27, 2001, 9:40 am.: 24 IR 3822) NOTE: Trans-
ferred from the Division of Family and Children (470
IAC 9.1-4-1) to the Office of the Secretary of Family and
Social Services (405 IAC 2-4-1) by P.L.9-1991, SEC-
TION 131, effective January 1, 1992.

Rule 5. Determination of Monthly Income
4051AC2-5-1  Conversion of income

405 |AC 2-5-1 Conversion of income
Authority: 1C 12-8-6-5; |C 12-13-5-3; IC 12-13-7-3; |C 12-14-2-4
Affected: 1C 12-14; I1C 12-15

Sec. 1. (a) When determining eigibility and the
amount of assistance payment for the months beginning
with the month of application, the following computa-
tions shall be made to establish income for the payment
month:

(1) Income received on aless than monthly basis shall

be converted to a monthly amount as follows:

(A) Income received weekly shall be multiplied by
four and three-tenths (4.3) to determine the monthly
income.

(B) Income received every two (2) weeks shall be
multiplied by two and fifteen-hundredths (2.15) to
determine the monthly income.

(C) Income received twice per month shall be multi-
plied by two (2) to determine the monthly income.

(2) Incomewhich is not expected to continue through-

out the payment month shall be considered in the

actual amount anticipated to be received inthat month.

(3) Income received on a contractual basis shall be

prorated over the number of months covered under the

contract, and the resultant amount shall be considered
available monthly income.
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(4) Income received on a quarterly, semiannual, or
annual basis shall be divided by the appropriate
number of months to establish a monthly amount.

(5) Income received to defray the cost of education

shall be prorated over the period intended to be cov-

ered by the income.

(6) Fluctuating income may be averaged to determine

amonthly amount.

(b) In determining eligibility for months prior to the
month of application, the actual amount of income
received shall be considered income. (Office of the
Secretary of Family and Social Services; 405 |AC 2-5-1;
filed Feb 16, 1993, 5:00 p.m.: 16 IR 1778; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

Rule 6. Medical Assistancefor Individuals
18, 19, and 20 Yearsof Age
405 |IAC 2-6-1 Medical assistance for individuals 18, 19,
and 20 years of age

405 |AC 2-6-1 Medical assistance for individuals

18, 19, and 20 year s of age
Authority: IC 12-8-65; IC 12-135-3; IC 12-13-7-3; IC 12-14-2-4
Affected: IC 12-14; 1C 12-15

Sec. 1. (@) Anindividua eighteen (18), nineteen (19),
or twenty (20) years of age who meets the criteria
established in 42 CFR 435.220, asrevised and effective
on October 1, 1991, is eligible for medical assistance.

(b) The income €ligibility determination for such
person shall be based upon those income standards
established for the assistance to families with dependent
children program in accordance with 470 IAC 10.1-3-3
[470 1AC 10.1-3-3 was repealed filed Aug 26, 1987,
11:00 a.m.: 11 IR 90. See 470 IAC 10.1-3-3.1].

(c) The budgeting methodologies established for the
assistance to families with dependent children program
in accordance with 470 |AC 10.1-3-4 shall apply to this
rule.

(d) The income and resources of the applicant or
recipient and that of hisor her parentsliving in the home
with the applicant or recipient are considered in deter-
mining the individual’s eligibility. (Office of the Secre-
tary of Family and Social Services; 405 IAC 2-6-1; filed
Feb 16,1993, 5:00 p.m.: 16 IR1779; readopted filed Jun
27,2001, 9:40 am.: 24 IR 3822)

Rule 7. Medical Assistance for Individuals Re-
ceiving Supplemental Security Income Benefits
4051AC2-7-1  Définitions
4051AC2-7-2  Medica assistance for supplemental secu-
rity income recipients

405 1AC 2-7-2

405 |AC 2-7-1 Definitions
Authority: 1C 12-8-6-5; IC 12-13-5-3; IC 12-13-7-3; |C 12-14-2-4
Affected: 1C 12-14; IC 12-15

Sec. 1. (@) As used in this rule, “dependent child”
means a child under eighteen (18) years of age, who
meets the conditions of 45 CFR 233.90, as revised and
effective on October 1, 1991, (not including tertiary
Code of Federal Regulations citations resulting there-
from) or 45 CFR 233.100, as revised and effective on
October 1, 1991, (not including tertiary Code of Federal
Regulations citations resulting therefrom).

(b) Asusedinthisrule, “caretaker” meansarelativeas
defined in 45 CFR 233.90, as revised and effective on
October 1, 1991, (not including tertiary Code of Federal
Regulations citations resulting therefrom) who has a
specified degree of relationship to and assumes the
primary responsibility for a dependent child. (Office of
the Secretary of Family and Social Services; 405 |AC 2-
7-1; filed Feb 16, 1993, 5:00 p.m.. 16 IR 1779,
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822)

4051AC2-7-2 Medical assistance for supplemental

security incomer ecipients
Authority: |1C 12-86-5; IC 12-13-5-3; |C 12-13-7-3; IC 12-14-2-4
Affected: |C 12-14; IC 12-15

Sec. 2. () Supplemental security income recipients
who meet the criteriaestablished in 42 CFR 435.210, as
revised and effective on October 1, 1991, (not including
tertiary Code of Federal Regulations citations resulting
therefrom) are eligible for medical assistance.

(b) Theincome and resources of thefollowingindivid-
uals are considered in the digibility determination:

(1) The supplemental security income recipient.

(2) His or her spouse, if the supplemental security

income recipient is a caretaker.

(3) His or her parent, if the supplemental security

income recipient is a dependent child.

() The income €ligibility determination for such
person shall be based upon those income standards
established for the assistance to families with dependent
children program in accordance with 470 IAC 10.1-3-3
[470 1AC 10.1-3-3 was repealed filed Aug 26, 1987,
11:00 am.: 11 IR 90. See 470 IAC 10.1-3-3.1].

(d) The budgeting methodology established for the
assistance to families with dependent children program
in accordance with 470 IAC 10.1-3-4 shall apply to this
rule. (Office of the Secretary of Family and Social
Services; 405 |AC 2-7-2; filed Feb 16, 1993, 5:00 p.m.:
16 IR 1779; readopted filed Jun 27, 2001, 9:40 a.m.: 24
IR 3822)



4051AC2-8-1

Rule 8. Claims Against Estate of Medicaid
Recipients
4051AC2-8-1  Claimsagainst estate for benefits paid
4051AC 2-8-1.1 Claims against estate; exemption
4051AC2-8-2  Undue hardship

405AC 2-8-1 Claims against estate for benefits
paid
Authority: |IC 12-8-6-5; IC 12-13-5-3; IC 12-15-1-10
Affected: |C 12-15-9; IC 12-15-39.6-10

Sec. 1. (@) Upon the death of a Medicaid recipient
fifty-five (55) years of age or older, the office of
Medicaid policy and planning (office) shall seek recovery
fromthe recipient’ s estate for medical assistance paid on
behalf of the recipient after the recipient became fifty-
five (55) years of age or older. Recovery shall be made
for benefits provided prior to October 1, 1993, only if the
recipient was sixty-five (65) years of age or older at the
time the benefits were provided.

(b) Asused in this section, “estate”, with respect to a
deceased recipient, shall include all of the following:

(1) All real and personal property and other assets

included within the recipient’s estate as defined for

purposes of state probate law.

(2) Any interestin real property owned by theindivid-

ual at the time of death that was conveyed to the

individual’ s survivor through joint tenancy with right
of survivorship, if the joint tenancy was created after

June 30, 2002; and

(3) Any real or persona property conveyed through a

nonprobate transfer. As used in this section,

“nonprobatetransfer” meansavalid transfer, effective

at death, by atransferor who immediately before death

had the power, acting alone, to prevent transfer of the
property by revocation or withdrawal and:
(A) usethe property for the benefit of thetransferor; or
(B) apply the property to discharge claims against
the transferor’ s probate estate.

The term does not include a transfer of a survivorship

interestinatenancy by theentiretiesreal estate, transfer of

alifeinsurance policy or annuity, or payment of the degth
proceeds of alifeinsurance policy or annuity.

(¢) If therecipient is survived by a spouse, recovery shall
be made after the death of the surviving spouse. Only those
assatsthat areincluded in therecipient’ sestate as defined in
subsection (b) are subject to recovery.

(d) If the recipient is survived by achild, no recovery
shall be made while the child is either:

(1) under twenty-one (21) years of age; or

(2) blind or disabled as defined in 42 U.S.C. 1382c.

(e) A claimmay not be enforced against the following
assets:
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(1) Persona effects, ornaments, or keepsakes of the

deceased.

(2) Assetsof anindividual who purchases along term

careinsurance policy that are disregarded pursuant to

IC 12-15-39.6-10.

(3) Nonpraobate assets that were determined exempt or

unavailable for purposes of the decedent’s Medicaid

eligibility prior to May 1, 2002.

(4) Assets that the decedent transferred through a

nonprobate transfer prior to May 1, 2002.

(f) Theoffice may waivethe application of thissection
in cases of undue hardship pursuant to section 2 of this
rule. (Office of the Secretary of Family and Social
Services; 405 |AC 2-8-1; filed May 1, 1995, 10:45 a.m.:
18 1R 2226; filed Feb 15, 1996, 11:20 a.m.: 19 IR 1563;
readopted filed Jun 27, 2001, 9:40 am.: 24 IR 3822;
filed Oct 10, 2002, 10:55 a.m.: 26 IR 731)

4051AC 2-8-1.1 Claimsagainst estate; exemption
Authority: IC 12-8-6-5; |C 12-13-5-3; |C 12-15-1-10
Affected: IC 12-15-3-6; IC 12-15-9

Sec. 1.1. (a) This section applies only to real property
owned by the individual at the time of death that was
conveyed to the individua’s survivor through joint
tenancy with right of survivorship.

(b) The office may enforce its clam against property
described in subsection (a) only to the extent that the value
of therecipient’s combined total interest in all real property
described in subsection (a) subject to the claim exceeds one
hundred twenty-five thousand dollars ($125,000).

(c) Thissection expires January 1, 2008. (Office of the
Secretary of Family and Social Services; 405 IAC 2-8-
1.1; filed Oct 10, 2002, 10:55 a.m.: 26 IR 732)

405 1AC 2-8-2 Undue hardship
Authority: IC 12-8-65; |C 12-135-3; IC 12-15-1-10; IC 12-15-96
Affected: IC 12-15-9; IC 29-1-14-9

Sec. 2. (a) The office may waive the enforcement of
the state's claim, in whole or in part, if enforcement of
the state’s claim will result in substantial and undue
hardship for the surviving beneficiariesof the decedent’s
estate. The state’'s claim is suspended as long as the
undue hardship condition continues to exist.

(b) For the purposes of this section, undue hardship
exists only if enforcement of the state’s claim would
result in one (1) or more of the following conditions:

(1) Causing a beneficiary of the decedent’s estate to

become eligible for public assistance. As used in this

section, “public assistance” means Aid to Families
with Dependent Children, Medicaid, food stamps, or

Supplemental Security Income.
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(2) Causing abeneficiary of the decedent’ s estate who
is currently eligible for public assistance to remain
dependent on that public assistance.

(3) The completelossof anincome-producing asset or

assets when the beneficiary of the decedent’s estate

has no other source of income and the beneficiary’s

income does not exceed one hundred percent (100%)

of the poverty level as determined annually by the U.

S. Department of Health and Human Services.

(4) Other compelling circumstances as determined on

a case-by-case basis by the office. Undue hardship

does not exist in circumstances where the state’s

recovery simply results in a loss of a preexisting
standard of living.

(c) To be €ligible for consideration for an undue
hardship waiver, the beneficiary of the decedent’ s estate
must, with the exception noted in this subsection, be a
member of the immediate family of either the deceased
recipient or the deceased reci pient’ sspouse. For purposes
of this section, “immediate family” is defined as a
spouse, child, grandchild, great-grandchild, parent,
grandparent, brother, or sister. In exceptiona circum-
stances, if good cause is shown, a person other than an
immediate family member may be eligible for consider-
ation for an undue hardship waiver.

(d) The office shall notify the executor or personal
representative of the deceased M edicaid recipient’ sestate
of the state's claim against the estate and the affected
beneficiary’ srightto apply for anunduehardship waiver.
Application for an undue hardship waiver shall be
submitted to the office on such forms as may be desig-
nated by the secretary and shall include al of the follow-
ing information:

(1) The name of the deceased recipient.

(2) The name of the person filing the application.

(3) Therelationship of the applicant to the deceased.

(4) An explanation of the basisfor requesting an undue

hardship waiver.

(5) Documentation of the existence of one (1) or more

of the conditions described in subsection (b).

(6) Other information as may be deemed necessary by

the secretary.

Such application shall include astatement attesting tothe
accuracy of the information contained in the application
and be signed by the applicant. Applicationsfor an undue
hardship waiver shall be filed with the office within
ninety (90) calendar days of the date that the executor or
personal representative of the deceased’ s estate receives
notification of the state’s claim.

(e) The office shall review and rule on an application
for a waiver of the state's claim within forty-five (45)
calendar days of the receipt of a properly completed
waiver application.
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() If the office determinesthat an undue hardship does
not exist, the office shall notify the applicant of its
decision in writing and shall inform the applicant of his
or her right to request an administrative hearing and the
procedures for filing an appeal. An appea and request
for hearing must be filed within thirty (30) days of
receipt of the office's decision that an undue hardship
waiver has been denied.

(g) Theoffice may not grant an undue hardship waiver
if the granting of such waiver will result in the payment
of claimsto other creditorswith alower priority standing
in accordance with IC 29-1-14-9.

(h) The office may deny an undue hardship waiver if
the granting of such waiver will not result in the abate-
ment of the undue hardship. (Office of the Secretary of
Family and Social Services; 405|AC 2-8-2; filed Feb 15,
1996, 11:20 a.m.: 19 IR 1564; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822)

Rule 9. Medicaid for Employees with Disabilities
4051AC2-9-1 Purposeand genera eligibility requirements

4051AC 2-9-2  Income of applicant or recipient
4051AC2-9-3  Incomeéligibility and posteligibility deter-

minations of applicant or recipient
4051AC2-9-4 Resourcedigibility of applicant or recipient
4051AC2-9-5  Employment requirements; continuing

digibility when employment ends
4051AC2-9-6  Medica disability determination
4051AC2-9-7  Medicaly improved disability
405IAC2-9-8  Premiums

4051AC 2-9-1 Purpose and general eligibility re-
quirements

Authority: 1C 12-8-6-5; 1C 12-15-1-10; I1C 12-15-21-2; IC 12-

15-41-15

Affected: 1C12-15-2-65; 1C 12-15-3-1; 1C 12-15-3-2; | C 12-15-41

Sec. 1. (a) Thisrule establishes the eligibility require-
ments for the two (2) optional Medicaid categories for
Employees with Disabilities identified in 42 U.S.C.
1396a(a)(10)(A)(ii)(XV) and 42 U.S.C.
1396a(a)(10)(A)(ii))(XVI), and in accordance with the
provisions of 1C 12-15-41.

(b) Asusedinthisrule, “applicant or recipient” means
an individual whose Medicaid eligibility is being deter-
mined under one (1) of the Medicaid categories refer-
enced in subsection (a) and in accordance with the
requirements of thisrule.

(c) A personwhoislessthan sixteen (16) years of age,
or sixty-five (65) years of age or older isnot eligible for
Medicaid for employees with disabilities.

(d) A recipient must report any change in income, re-
sources, employment status, or marital statuswithinten (10)
daysof thedate of the change. An additiona ten (10) daysis
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allowed to provide any necessary verification.

(e) A disabled individual will be considered for
eigibility under thisruleif theindividual isineligiblefor
Medicaid under the disability category for any of the
following reasons:

(1) The individual’s income exceeds the applicable

standard specified in 405 |AC 2-3-18.

(2) The individual’s resources exceed the limit in IC

12-15-3-1 or IC 12-15-3-2.

(3) Theindividual’ sgrossearningsexceed the substan-

tial gainful activity amount established by the Social

Security Administration in 20 CFR 416.974.

(f) In addition to therequirementsinthisrule, therequire-
mentsin the following rules apply to applicants and recipi-
ents of Medicaid for employees with disabilities:

(1) 405 IAC 2-1-2.

(2) 405 IAC 2-1-3.

(3) 405 IAC 2-2-4.

(4) 405IAC 2-3-1.1.

(5) 405 IAC 2-3-2.

(6) 405 IAC 2-3-11.

(7) 405 IAC 2-3-12.

(8) 405 IAC 2-3-13.

(9) 405 IAC 2-3-14.

(10) 405 IAC 2-3-22.

(12) 405 IAC 2-4-1.

(12) 405 IAC 2-5-1.

(13) 405 IAC 2-8-1.

(14) 405 IAC 2-8-2.

(Office of the Secretary of Family and Social Services,
405 IAC 2-9-1; filed Jun 10, 2002, 2:21 p.m.: 25 IR
3115; errata filed Aug 22, 2002, 3:14 p.m.: 26 IR 35)

405 AC 2-9-2 Income of applicant or recipient
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2; IC 12-
15-41-15
Affected: |C 12-15-2-6.5; IC 12-15-41

Sec. 2. (8) Countable incomeis gross monthly income
lessthe deductions and exclusionsrequired by federal or
state statute or regulation and the deductions and exclu-
sionsin this section.

(b) The following are disregarded or deducted in
determining net earned income:

(1) Up to ten dollars ($10) of earned income is disre-

garded if theincome is either infrequent or irregular.

Infrequent incomeisincomereceived only onceduring

the calendar quarter from a single source. Irregular

income is income that could not reasonably be ex-
pected. If the total amount of infrequent or irregular
earned incomereceived in amonth exceedsten dollars

($10), this disregard cannot be applied.

(2) Expenses allowed by the Internal Revenue Service
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shall bededucted from grossincomefrom self-empl oy-
ment to determine net self-employment earnings.
(3) Sixty-five dollars ($65) of earned income per
month, plus impairment-related work expenses de-
scribed in subdivision (4) below, plus one-half (¥2) of
remaining earned income is excluded.
(4) Impairment-related work expenses are expenses
that are paid by the applicant or recipient for the
purchaseor rental of certainitemsand servicesthat are
necessary, dueto the severity of hisor her impairment,
in order for the applicant or recipient to work. No
deductionisallowedif the expense hasbeen, could be,
or will be paid by another source or if the applicant or
recipient will bereimbursed by another source, includ-
ing, but not limited to, Medicaid, Medicare, private
health insurance, or another agency. Allowable
impairment-rel ated expenses are as follows:
(A) Payments for attendant care services in the
following circumstances:
(i) Because of the gpplicant’s or recipient’s impair-
ment, he or she needs assistance in traveling to and
from work, or while at work needs assistance with
persona functions (e.g., eating, toileting) or with
work-related functions(e.g., reading, communiceting).
(ii) Because of the applicant’s or recipient’s impair-
ment, assistance is needed a home with personal
functions (e.g., dressing, administering medications)
in preparation for going to and returning from work.
(iii) Payments made to afamily member for atten-
dant care services will be allowed only if the
family member suffers an economic loss by termi-
nating his or her employment or by reducing the
number of hours he or she worked in order to
perform the services.
(iv) A family member is anyone who is related to
the applicant or recipient by blood, marriage, or
adoption, whether or not that person lives with the
applicant or recipient.
(v) If only part of the payment to a person is for
servicesthat come under the provisionsof items (i)
and (ii), only the portion attributable to those
services will be allowed.
(B) Paymentsfor medical devices. If theimpairment
requires the applicant or recipient to utilize medical
devices in order to work, the payments made for
those devices may be deducted. As used in this
clause, medical devices include durable medical
equipment that can withstand repested use, is cus-
tomarily used for medical purposes, and isgenerally
not useful to a person in the absence of an illness or
injury. Examples of durable medical equipment are
wheelchairs, hemodialysis equipment, canes,
crutches, inhalators, and pacemakers.
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(C) Payments for prosthetic devices. If the impair-
ment requires the applicant or recipient to utilize a
prosthetic device in order to work, the payments
made for that device may be deducted. A prosthetic
deviceisthat which replaces aninternal body organ
or external body part. Examplesof prosthetic devices
are artificial replacements of arms, legs, and other
parts of the body.
(D) Payments for work-related equipment. If the
impairment requires the applicant or recipient to
utilize special equipment in order to do his or her
job, the payments made for that equipment may be
deducted.
(E) Payments for residential modifications. If the
impairment requires the applicant or recipient to
make modifications to his or her place of residence,
the location of the workplace will determine if the
cost of these modifications will be deducted. If the
applicant or recipient is employed away from home,
only the cost of changes made outside of the hometo
permit the applicant or recipient to get to his or her
means of transportation (e.g., the installation of an
exterior ramp for a wheelchair confined person or
special exterior railings or pathways for someone
who requires crutches) will be deducted. Costs
relating to modifications of the inside of the home
will not be deducted if the person works away from
home. If the applicant or recipient works at home,
the costs of modifying the inside of the home in
order to create aworking space to accommodate his
or her impairment will be deducted to the extent that
the changespertain specifically to the spaceinwhich
he or she works. Examples of such changes are the
enlargement of a doorway leading into the work
space or modification of the work space to accom-
modate problems in dexterity. However, if the
applicant or recipient is self-employed at home, any
cost deducted as a business expense cannot be
deducted as an impairment-related work expense.
(F) Payments for transportation costs in the follow-
ing circumstances are alowed:
(i) The impairment requires that in order for the
applicant or recipient to get towork, avehiclethat has
structural or operational modificationsisrequired. The
modifications must be critica to the gpplicant’s or
recipient’ soperation or use of thevehicleand directly
related to his or her impairment. The costs of the
modificationswill be deducted, but not the cost of the
vehicle. A mileage dlowancefor thetrip to and from
work will be allowed in the same amount as alowed
by the Supplemental Security Incomeprogramfor this
purpose.
(i) The impairment requires the applicant or
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recipient to use driver assistance, taxicabs or other
hired vehicles in order to work. Amounts paid to
thedriver and, if the applicant’ sor recipient’ sown
vehicle is used, a mileage alowance will be de-
ducted for the trip to and from work.
(iif) The impairment prevents the applicant or
recipient from taking available public transporta-
tion to and from work and he or she must drive his
or her (unmodified) vehicle to work. A mileage
allowance for the trip to and from work will be
deducted if verification is obtained through the
applicant’s or recipient's physician or other
sources that the need to drive is caused by the
impairment, and not due to the unavailability of
public transportation.

(G) All other impairment-related expenses allowed

by the Supplemental Security Income program.

(c) Fundsfrom agrant, scholarship, or fellowship that
are designated for tuition and mandatory books and fees
at an educational institution or for vocationa rehabilita-
tionor technical training purposesshall bedeductedfrom
the total of such funds except as prohibited by federal
regulations.

(d) Tax refunds are excluded from income.

(e) Home energy assistance is disregarded.

(f) Up to twenty dollars ($20) of unearned income is
disregardedif theincomeiseither infrequent orirregular.
Infrequent income is income received only once during
the calendar quarter from a single source. Irregular
incomeisincomethat could not reasonably be expected.
If the total amount of infrequent or irregular unearned
incomereceivedinamonth exceedstwenty dollars($20),
this disregard cannot be applied.

(9) A general income disregard of fifteen dollars and
fifty cents ($15.50) is deducted per month.

(h) Payments made to foster parents or licensed child
caring ingtitutions from county funds or reimbursed
under Title1V-B of the Social Security Act on behalf of
an applicant or recipient who is a ward of the county
department are excluded.

(i) Income of the spouse of the applicant or recipientis
excluded.

(j) Income of the parents of the applicant or recipient is
excluded. (Office of the Secretary of Family and Social
Sarvices, 405 |AC 2-9-2; filed Jun 10, 2002, 2:21 p.m.: 25
IR 3116; erratafiled Aug 22, 2002, 3:14 p.m.: 26 IR 35)

4051AC 2-9-3 Incomegeligibility and posteligibility
determinations of applicant or
recipient
Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2; IC 12-
15-41-15
Affected: |C 12-15-2-6.5; IC 12-15-7-2; IC 12-15-41
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Sec. 3. (a) An applicant’s or recipient’s income eligi-
bility shall be determined by the following procedures:

(1) Determine the applicant’s or recipient’s unearned

income which is not excluded by state or federal

statute or regulation.

(2) Subtract the general income disregard specifiedin

section 2 of this rule. The resulting amount is count-

able unearned income.

(3) Determine the earned income of the applicant or

recipient.

(4) Subtract any remaining general income disregard.

(5) Subtract the earned income disregard(s) specified

in section 2 of this rule. The resulting amount is

countable earned income.

(6) Combinecountable unearned and countabl e earned

income.

(7) Subtract the monthly income standard that is equal

to three hundred fifty percent (350%) of the federal

poverty guideline for afamily size of one (1), divided
by twelve (12) and rounded up to the next whole
dollar.

(8) If the resulting amount in subdivision (7) is zero

dollars ($0) or lessthan zero dollars ($0), the applicant

or recipientiseligiblefor Medicaid for employeeswith
disahilities. If theresultingamount is greater than zero
dollars ($0), the applicant or recipient is not eligible.

(b) The income standard referenced in subsection
(8)(7) shall be increased annually beginning the second
month following the month in which the federal poverty
guidelines are published in the Federal Register.

(c) Thefollowing procedures are used to determinethe
amount of income to be paid to an institution for an
applicant or recipient who has been determined eligible
under subsection (a) and who isresiding in a Title X1X
certified health care facility:

(1) Determine the applicant’'s or recipient’'s total
incomewhichisnot excluded by federal statute. Total
income includes amounts deducted in the eligibility
determination under subsection (a).
(2) Subtract the minimum personal needs allowance
specified in IC 12-15-7-2.
(3) Subtract an amount for increased personal needsas
alowed under Indiana sapproved M edicaid state plan.
The increased personal needs allowance includes, but
isnot limited to, court ordered guardianship fees paid
to an institutionalized applicant’s or recipient’s legal
guardian, not to exceed thirty-five dollars ($35) per
month. Guardianship fees include all services and
expenses required to perform the duties of aguardian,
as well as any attorney fees for which the guardian is
liable.

(4) Subtract the amount of health insurance premiums.

(5) Subtract an amount for expenses incurred for
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necessary medical or remedial carerecognized by state

law but not covered under the state plan, subject to any

reasonable limits set forth in Indiana's approved

Medicaid state plan.

(6) The resulting amount is the amount by which the

Medicaid payment to the facility shall be reduced.
(Office of the Secretary of Family and Social Services,
405 IAC 2-9-3; filed Jun 10, 2002, 2:21 p.m.: 25 IR
3117; erratafiled Jun 28, 2002, 10:17 a.m.: 25 IR 3769;
erratafiled Aug 22, 2002, 3:14 p.m.: 26 IR 35)

405 IAC 2-9-4 Resource dligibility of applicant or
recipient

Authority: IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-21-2; IC 12-

15-41-15

Affected: IC 12-15-2-6.5; IC 12-15-41-2

Sec. 4. (a) An applicant or recipient is ineligible for
Medicaid for employees with disabilities for any month
inwhich thetotal equity value of all nonexempt personal
property owned by the applicant and his or her spouse
exceeds the applicable limitation for asingle individual
or married couple as prescribed by the Supplemental
Security Income program.

(b) The resources of the applicant’s or recipient’s
parents are excluded.

(c) In addition to that property required to be excluded
by federal statute or regulation, thefollowing property is
exempt from consideration:

(1) All household goods and personal effects.
(2) Persona property required by an individua’'s
employer while the individual is employed.
(3) The equity value of persona property used to
produce food for home consumption or used in the
production of income.
(4) Thevalue of lifeinsurance with atotal face value
of ten thousand dollars ($10,000) or less if provision
has been madefor payment of theapplicant’ sor recipi-
ent's funeral expenses from the proceeds of such
insurance. However, theten thousand dollar ($10,000)
limitation shall be reduced by any amount inanirrevo-
cableburial trust or irrevocable prepaid funeral agree-
ment.
(5) For aperiod of no more than nine (9) monthsfrom
the date of receipt, the proceeds or any interest earned
on the proceeds of casualty insurance received as a
result of damage, destruction, loss, or theft of exempt
real or personal property if the applicant or recipient
demonstratesthat the proceeds are being used to repair
or replace the damaged, destroyed, lost, or stolen
exempt property.

(6) One (1) motor vehicle according to the following

provisions:
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(A) One (1) motor vehicle is excluded, regardiess of
value, if, for the gpplicant or recipient or other member
of hisor her household, the motor vehicleis:
(i) necessary for employment;
(i) necessary for the medical treatment of a spe-
cific or regular medical problem; or
(i) modified for operation by or transportation of
a handicapped person.
(B) If nomotor vehicleisexcluded under clause (A),
four thousand five hundred dollars ($4,500) of the
current market value of one (1) motor vehicle is
excluded.
(7) Burial spaces.
(8) Subject to the requirements in subsection (d), the
home which is the principal place of residence of:
(A) the applicant or recipient;
(B) the spouse of the applicant or recipient;
(C) the parent of the applicant or recipient who is
under eighteen (18) years of age;
(D) the applicant’'s or recipient’s biologica or
adoptive child under eighteen (18) years of age; or
(E) the applicant’s or recipient’s blind or disabled
biological or adoptive child eighteen (18) years of
age or older.
(9) Income producing real property if the income is
greater than the expenses of ownership.
(10) Up to twenty thousand dollars ($20,000), as
approved by the central office of the family and social
services administration, for an independence and self-
sufficiency account defined in IC 12-15-41-2(3). A
resourcedisregard for this purpose will be approved if
the applicant or recipient submits a plan in writing to
thelocal office of family and children caseworker that
describes specifically the goods and or servicesthat he
or sheintendsto purchase that will increase, maintain,
or retain hisor her employability or independence. The
items must be reasonabl e in terms of the applicant’sor
recipient’s ability to achieve a stated goal which is
focused ontheindividual’ semployability by removing
barriers. Itemsfor personal recreational usewill not be
approved. A request to save money without specifying
goodsor servicesto be purchased within an achievable
period of time will not be approved. An approved
account will be reviewed by the local office of family
and children caseworker at each annual
redetermination. If the terms of the original approved
account have not been met, the recipient will be
required to submit an updated request to the case-
worker within thirty (30) days of receiving written
notification fromthe caseworker that such an updateis
required. If the recipient failsto submit the update, the
disregard will be disapproved and resource eligibility
will be redetermined without it. The caseworker will
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forward updates to the central office for approval. At

any time during the period of digibility under the

Medicaid for employeeswith disabilities program, the

recipient may submit an update requesting an adjust-

ment in the approved amount. Approval will not be
givenfor any servicesthat are availableto therecipient
under Medicaid or any other publicly funded program.

(11) Retirement accounts held by the applicant or

recipient or hisor her spouseareexempt. Thisincludes

Individual Retirement Accounts, Keogh Plans, 401(k),

403(b), and 457 plans, and any employer-related

retirement account.

(d) Thehome exempted by subsection (c)(8) isexempt
until such time asit is verified that none of the persons
listed in subsection (c)(8) intends to reside there. The
home is the shelter in which the person resides, the land
on which the shelter islocated, and related outbuildings.

(e) As a condition of €ligibility for Medicaid for
employeeswith disabilities, an applicant or recipient and
hisor her spouse must sign an agreement to offer for sale
or for rent all nonexempt real property that he or she or
his or her spouse own.

(f) If nonexempt real property isnot offered for saleor
for rent at current market value within thirty (30) days of
written notification of medical assistanceor within thirty
(30) daysafter theagreement referenced in subsection (€)
is signed, whichever is later, the recipient shall be
ineligible. (Office of the Secretary of Family and Social
Services; 405 |AC 2-9-4; filed Jun 10, 2002, 2:21 p.m.:
251R 3118; erratafiled Aug 22, 2002, 3:14 p.m.: 26 IR
35)

4051AC2-9-5 Employment requirements; continu-
ing eligibility when employment
ends
Authority: 1C 12-8-6-5; 1C 12-15-1-10; I1C 12-15-21-2; IC 12-
15-41-15
Affected: 1C 12-15-2-6.5; IC 12-15-41
Sec. 5. (a) In order for an individual to be eligible for
Medicaid for employees with disabilities, the individual
must be engaged in a substantial and reasonable work
effort. This means that the person must be either em-
ployed or self-employed, with the intent of such work
activity being ongoing. Employment must be verifiable
by pay stubs or other verification from an employer
documenting that theincomeis subject toincometax and
FICA withholding. Self-employment must be verified by
theindividual’ sincometax return, or in the case of anew
businessfor which atax return has not yet been filed, the
personal business records of the individual.
(b) In order for arecipient of Medicaid for employees
with disabilitiesto remain eligible when the definition of
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medically improved disability in section 7 of thisruleis
met, the recipient must be employed as defined in
subsection (@) and must have monthly earnings as
calculated under 405 IAC 2-5-1 that are equa to or
greater than the federal minimum wage timesforty (40),
unless the provisions in subsection (c) are met.

(c) A recipient who is involuntarily not working can
remain eligible for the Medicaid for employees with
disabilities programfor up to twelve (12) monthsif he or
she meets all other program requirements and is either:

(1) on temporary medical leave from his or her em-

ployment as defined in subsection (d); or

(2) maintains aconnection to theworkforce by partici-

pating in at least one (1) of the following activities:

(A) Enrollment in a vocational rehabilitation pro-
gram.

(B) Enrollment or registration with thedepartment of
workforce development.

(C) Participation in atransition from school to work
program.

(D) Participation with an approved provider of
employment services.

(d) Asused inthis section, “temporary medical |eave”
means a leave from the place of employment due to
health reasons when the employer is keeping a position
open for the individual to return. If the employer is no
longer holding a position open, the recipient must
maintain a connection to the workforce as defined in
subsection (¢)(2) in order for coverage to continue under
Medicaid for employees with disabilities.

(e) In order to remain eligible upon becoming unem-
ployed, the recipient or his or her authorized representa-
tivemust submit awritten request for continued coverage
to the local office of family and children no later than
sixty (60) days after termination of employment. At-
tached to thiswritten request must be verification that the
recipient meets the requirements in subsection (). On a
quarterly basisthereafter, aslong as the recipient contin-
ues to be unemployed and wishes coverage to continue,
verification of his or her medical leave or workforce
connection status must be provided to the local office of
family and children. The quarterly verification must
consist of a statement from the agency or service pro-
vider that documentsthe recipient’ s continued participa-
tion in an activity that constitutes connection to the
workforce, or fromtherecipient’ semployer stating he or
she remains on atemporary involuntary medical leave.

(f) A recipient who voluntarily terminates his or her
employment for any reason is not eligible for Medicaid
for employees with disabilities. Eligibility for the other
Medicaid categories will be pursued.

(9) A recipient who fails to submit the initial request
for coverage continuation within the required sixty (60)
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day period, or who failsto submit the quarterly verifica-
tionreportisnolonger eligiblefor Medicaid for employ-
ees with disabilities. Eligibility for other Medicaid
categories will be pursued. (Office of the Secretary of
Family and Social Services; 405 1AC 2-9-5; filed Jun 10,
2002, 2:21 p.m.: 25 1R 3119; errata filed Jun 28, 2002,
10:17 am.: 25 1R 3769; errata filed Aug 22, 2002, 3:14
p.m.: 26 IR 35)

405 AC 2-9-6 Medical disability determination

Authority: IC 12-8-6-5; I1C 12-15-1-10; IC 12-15-21-2; IC 12-

15-41-15

Affected: |C 12-14-15-1; IC 12-15-2-6.5; IC 12-15-41

Sec. 6. (a) In order to qualify for Medicaid for employ-
ees with disabilities, an applicant must meet the defini-
tion of disability in 1C 12-14-15-1(2). If not for earned
income, the applicant or recipient would medically
qualify for Medicaid under the traditional disability
category according to statute.

(b) The determination of disability is made by the
Medicaid medical review team (MMRT) based upon the
principles found in 405 IAC 2-2-3, except that the
determination of whether an impairment is substantial
enough to meet the definition of disability is made
without considering work activity, earnings, and substan-
tial gainful activity (SGA). If not for the fact that the
applicant or recipient is working, the condition would
otherwise be substantial enough to prevent the person
from participating in gainful activity.

(c) A redetermination of disability isrequired annually
of each recipient at the time the county office does its
complete redetermination of all factors of digibility. A
redetermination of disability may be required more
frequently or may be waived at the discretion of the
MMRT based upon the condition of therecipient. (Office
of the Secretary of Family and Social Services; 405 IAC
2-9-6; filed Jun 10, 2002, 2:21 p.m.: 25 IR 3120)

405 1AC 2-9-7 Medically improved disability

Authority: 1C 12-8-6-5; IC 12-15-1-10; I1C 12-15-21-2; IC 12-

15-41-15

Affected: |C 12-14-15-1; IC 12-15-2-6.5; IC 12-15-41

Sec. 7. (&) In order to qualify for the Medicaid for
employees with disabilities program after improvement
of amedical condition, arecipient must meet therequire-
ments in this section.

(b) The person must be a recipient of Medicaid under
the Medicaid for employees with disabilities group
described in section 6 of thisrulewho nolonger qualifies
for coverage under that category due to a medical im-
provement in his or her condition. The improvement of
the condition must be verifiable by acceptable clinical
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standards; however, the disease, illness, or process must
be of a type that, due to the nature and course of the
illness, will continue to be a disabling impairment. A
condition that has been resolved or a person who is
completely recovered does not medically qualify for this
program.

(c) The determination of whether a recipient meets the
medicd digibility requirements for this category will be
mede a the time of the regularly scheduled annual
redetermination for Medicaid by the county office. Determi-
nation of medicd digibility under thissectionismadeby the
Medicaid medical review team (MMRT). (Office of the
Secretary of Family and Social Services; 405 IAC 2-9-7;
filed Jun 10, 2002, 2:21 p.m.: 25 IR 3120)

405 1AC 2-9-8 Premiums

Authority: IC 12-8-6-5; IC 12-15-1-10; IC 12-15-21-2; IC 12-

15-41-15

Affected: |C 12-14-15-1; IC 12-15-2-6.5; IC 12-15-41

Sec. 8. (a) To be eligible for Medicaid for employees
with disabilities, an individual must pay monthly premi-
umsin accordancewiththerequirementsspecifiedinthis
section, unlessthe grossincome of theindividual and the
individual’ s spouseislessthan one hundred fifty percent
(150%) of the federal poverty level. The amount of the
premium is based on the gross income of the recipient
and the recipient’ s spouse as a percentage of the federal
poverty level for theapplicablefamily sizeasdetermined
in subsection (b) or (c). The amount of the premium will
be adjusted by the premium amount of other creditable
private healthinsurance asdefinedin 42 U.S.C. §300gg-
91 that covers the applicant or recipient and is paid by
the applicant or recipient or his or her spouse or parent.
The amount of the premium s calculated as described in
the following Table:

Income as a Percent of the Federal Amount of
Poverty Level Premium
Lessthan 150% — No Premium is Married
Required Individua Couple
150% to 175% $ 48 $ 65
More than 175% to 200% $ 69 $ 93
More than 200% to 250% $107 $145
More than 250% to 300% $134 $182
More than 300% to 350% $161 $218
More than 350% $187 $254

(b) Theindividual premium amount is used when the
individual, regardless of age, isnot married or not living
with his or her spouse. When the individual premium
amount is used, only the individual’s income is consid-
ered in calculating the premium, and the income is
compared to the federal poverty level for afamily size of
one (1).
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(c) Themarried couple premium amount is used when
theindividual islegally married and livingwith hisor her
spouse. When the couple premium amount is used, the
income of both spousesis considered in calculating the
premium, and the income is compared to the federal
poverty level for afamily size of two (2).

(d) When an applicant is determined €ligible, the
applicant will be conditionally approved pending pay-
ment of the premium. The first month for which a
premiumisrequired isthe month following the monthiin
which an applicant is approved as conditional . After the
premium is received, coverage will be retroactive to the
first day of thethird month prior to the month of applica-
tion if all eligibility requirements were met in the prior
months.

(e) Theindividual must pay the first premiumin order
toreceive coverage. If payment isnot received by the due
date specified in the second premium notice, the
Medicaid application will be denied. A payment of less
than thefull amount duewill be considered nonpayment.

(f) If any premium after the first premium is not paid
by the due date, coverage will continue for a maximum
of sixty (60) days before being discontinued. When an
individual or couple have been discontinued from the
program due to nonpayment of premiums, an application
must befiled in order to be considered for eligibility. To
be reenrolled based on an application filed after such a
discontinuance, the individual must pay all past due
premiums in addition to premiums owed for the current
application. Past due premiums remain the obligation of
the individual as a condition of digibility for two (2)
years after the date of discontinuance.

(g9) When both spouses are recipients of Medicaid for
employeeswith disahilities, theenrolIment and continued
eigibility of the couple is based on the payment of the
married couple premium amount. Failure to pay the
required premiumamount in accordancewith thissection
will result in the discontinuance of Medicaid coverage
for both spouses.

(h) When a recipient reports a change in income or
marital statusasrequired by section 1(d) of thisrule, and
the changeresultsin alower premium, the new premium
amount will be effective the first month following the
date in which verification of the changeis received.

(i) When arecipient whoisédligiblefor Medicaidinthe
blind or disabled categories obtains employment, th