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31-008 Payment for ICF/MR Services  

 
31-008.01 Purpose: This section:  

 
1. Satisfies the requirements of the State Plan for Medical Assistance and 42 CFR 447, 

Subpart C, which provide for payment of ICF/MR services;  
2. Adopts rate setting procedures which recognize the required level and quality of care as 

prescribed by all governmental entities (including, but not limited to, federal, state, and 
local entities);  

3. Establishes effective accountability for the disbursement of Medical Assistance 
appropriations; and  

4. Provides for public notice of changes in the statewide method or level of payment 
pursuant to the requirements of Section 1902(a)(13) of the Social Security Act.  

 
The rate determination described herein is effective beginning July 1, 20102009. 

 
31-008.02 General Information: Wherever applicable, the principles of reimbursement for 
provider's cost and the related policies under which the Medicare extended care facility 
program functions (Medicare's Provider Reimbursement Manual (HIM-15) updated by 
"Provider Reimbursement Manual Revisions" in effect as July 1, 20082007) are used in 
determining the cost for Nebraska ICF/MRs with exceptions noted in this section. Chapter 
15, Change of Ownership, of HIM-15 is excluded in its entirety.  
 
That portion of a provider's allowable cost for the treatment of Medicaid patients is payable 
under the Nebraska Medical Assistance Program (NMAPMedicaid) except as limited in this 
section. The aggregate payments by the Department do not exceed amounts which would 
be paid under Title XVIII principles of reimbursement for extended care facilities.  
 
31-008.03 Allowable Costs: The following items are allowable costs under NMAPMedicaid.  

 
31-008.03A Cost of Meeting Licensure and Certification Standards: Allowable costs for 
meeting licensure and certification standards are those costs incurred in order to:  
 

1. Meet the definition in 42 CFR 440.150;  
2. Comply with the standards prescribed by the Secretary of Health and Human 

Services (HHS) in 42 CFR 442;  
3. Comply with requirements established by the Nebraska Department of Health and 

Human Services, Division of Public Health, the agency responsible for establishing 
and maintaining health standards, under 42 CFR 431.610; and  

4. Comply with any other state law licensing requirements necessary for providing skilled 
nursing or intermediate care facility, as applicable.  

 
31-008.03B Items Included in Per Diem Rates: The following items are included in the 
per diem rate: 
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The projected average customary charge is computed by adjusting the 
average customary charge by an amount equal to the lesser of the 
average customary charge or the allowable operating cost, as computed 
for the most recent report period, adjustedincreased by the Inflation 
Factor (see 471 NAC 31-008.06C7) for the most recent report period.  

 
31-008.05E2  ICF/MRs with 4-15 beds:  An ICF/MR’s payment for 
ICF/MR services must not exceed the ICF/MR’s average customary 
charge to the general public for the same level of care services, except 
for public facilities providing services at a nominal charge.  

 
31-008.05F Common Ownership or Control: Costs applicable to services, 
facilities, and supplies furnished to a provider by organizations related to the 
provider by common ownership or control must not exceed the lower of the cost 
to the related organization or the price of comparable services, facilities, or 
supplies purchased elsewhere. An exception to the general rule applies if the 
provider demonstrates by convincing evidence to the Department’s satisfaction 
that:  
 

1. The supplying organization is a bona fide separate organization;  
2. A substantial part of the supplying organization’s business activity is 

transacted with others than the provider and organizations related to 
the supplier by 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, facilities, or supplies are those which commonly are 
obtained by institutions like the provider from other organizations and 
are not a basic element of patient care ordinarily furnished directly to 
patients by similar institutions; (Costs of contracted labor obtained from 
a related party are limited to the salaries paid to the individual workers 
for their time working at the facility, plus applicable payroll taxes and 
employee benefits. The exception to the related party rule does not 
apply.); and  

4. The charge to the provider is in line with the charge for those services, 
facilities, or supplies in the open market, and is no more than the charges 
made under comparable circumstances to others by the organization for 
those services, facilities, or supplies.  

 
When all conditions of this exception are met, the charges by the supplier to the 
provider for services, facilities, or supplies are allowable as costs.  
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31-008.05K Certificate of Need Approved Projects: Notwithstanding any other 
provision of 471 NAC 31-008, the fixed costs reported to the Department for a 
Division of Public Health Certificate of Need reviewed project must not exceed 
the amount that would result from the application of the approved project 
provisions including the estimated interest rates and asset lives.  
 
Certificate of Need provisions recognized by the Department, for the purposes of 
rate setting, is the original project as approved, the approved project 
amendments submitted within 90 days of the transfer of ownership or opening of 
newly constructed areas, and the allowable cost overruns disclosed in a final 
project report submitted to the Division of Public Health within 180 days of the 
opening of newly constructed areas. Project amendments and project reports 
submitted to the Division of Public Health Certificate of Need after the periods 
defined above will be recognized upon approval beginning on the date that the 
amendment or report is received by the Division of Public Health. The added 
costs incurred before the date the late amendment or report is filed will not be 
recognized retroactively for rate setting. 

 
ICF/MRs with 4-15 beds are excluded from Certificate of Need requirements. 

 
31-008.05L Salaries of Administrators, Owners, and Directly Related Parties: 
Compensation received by an administrator, owner, or directly related party is 
limited to a reasonable amount for the documented services provided in a 
necessary function. Reasonable value of the documented services rendered by 
an administrator is determined from Medicare regulations and administrator 
salary surveys for the Kansas City Region, adjusted for inflation by the federal 
Department of Health and Human Services (see HIM-15, Section 905.6) 
Administrator compensation maximums for the cost report period ending June 
30, 20092008 are:  
 
Bed Size   Maximum  
1 – 74    $80,12878,062  
75 – 99   $81,56779,464 
100 – 149   $96,92194,422 
150 – 200   $97,88095,357 
201 +    $143,942140,231 
 
All compensation received by an administrator is included in the Administration Cost 
Category, unless an allocation has prior approval from the Department. Reasonable 
value of the documented services rendered by an owner or directly related party who 
hold positions other than administrator is determined by: (1) comparison to salaries 
paid for comparable position(s) within the specific facility, if applicable, or, if not 
applicable, then (2) comparison to salaries for comparable position(s) as published 
by the Department of Administrative Services, Division of State Personnel in the 
“State of Nebraska Salary Survey”.  
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31-008.05M Administration Expense: In computing the provider’s allowable cost 
for determination of the rate, administration expense is limited to no more than 14 
percent of the total otherwise Personnel Operating and Non-Personnel Operating 
Cost Components for the facility.  
 
This computation is made by dividing the total allowable Personnel Operating 
and Non-Personnel Operating Cost Components, less the administration cost 
category, by 0.86. The resulting quotient is the maximum allowable amount for 
the Personnel Operating and Non-Personnel Operating Cost components, 
including the administration cost category. If a facility’s actual allowable cost for 
the two components exceeds this quotient, the excess amount is used to adjust 
the administration cost category.  
 
31-008.05N Facility Bed Size Exception:  For the rate period July 1, 20102009 
through June 30, 20112010, rates for any privately-owned ICF/MR with less than 
16 beds that was receiving Medicaid reimbursement prior to July 1, 2009 will be 
determined based on the methodology described in 471 NAC 31-008.06C for 
ICF/MRs with 16 or more beds.  

 
31-008.05P Other Limitations: Other limitations to specific cost components of 
the rate are included in the rate determination provision of this system.  

 
31-008.06 Rate Determination: The Department determines rates under the following 
guidelines:  

 
31-008.06A Rate Period: The Rate Period is defined for non-State- operated 
ICF/MR providers for services provided from July 1, 20102009 through June 30, 
20112010. The Rate Period for State-Operated ICF/MR providers is defined as a 
calendar year.  

 
31-008.06B Reporting Period: Each facility must file a cost report each year for 
the reporting period ending June 30.  

 
31-008.06C Rates for Intermediate Care Facility for the Mentally Retarded 
(ICF/MR) Excluding State-Operated ICF/MR Providers:  

 
31-008.06C1  ICF/MRs with 16 beds or more:  Effective July 1, 
20102009, subject to the allowable, unallowable, and limitation provisions 
of this system, the Department pays each facility a prospectively 
determined amount based on the facility’s allowable, reasonable and 
adequate costs incurred and documented during the July 1, 20082007 
through June 30, 20092008 Report Period. The per diem rates are based 
on financial and statistical data submitted by the facilities. Individual 
facility prospective rates have five components:  
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1. The ICF/MR Personnel Operating Cost Component 
adjustedincreased by the inflation factor;  

2. The ICF/MR Non-Personnel Operating Cost Component 
adjustedincreased by the inflation factor;  

3. The ICF/MR Fixed Cost Component;  
4. The ICF/MR Ancillary Cost Component adjustedincreased by the 

inflation factor; and  

5. The ICF/MR Revenue Tax Cost Component.  
 

An ICF/MR facility’s prospective rate is the sum of the five components. 
 

31-008.06C2  ICF/MRs with 4-15 beds: 
 

31-008.06C2a Interim Rate: The interim rate is a per diem paid for 
each inpatient day. An interim rate is paid during a fiscal year rate 
period and then retroactively adjusted when final cost and census 
data is available. The Interim Rate is a projection and is intended 
to approximate the Final Rate as closely as is possible. 
Projections are made from known current data and reasonable 
assumptions. 
 
31-008.06C2b Final Rate: The Department pays each ICF/MR 
with 4-15 beds a retroactively determined per diem rate for the 
reasonable and adequate costs incurred and documented for the 
most recent reporting period.  
 
The rate has five components:  

 
1. The Personnel Operating Cost Component;  
2. The Non-Personnel Operating Cost Component;  
3. The Fixed Cost Component;  
4. The Ancillary Cost Component; and  
5. The ICF/MR Revenue Tax Cost Component.  This 

component is not retroactively settled (see 31-008.06C8b).  
 

The final rate is the sum of the above five components.  
 

31-008.06C3  Personnel Operating Cost Component: This component 
includes salaries, wages, fringe benefits, the personnel cost portion of 
purchased services, and the personnel cost portion of management fees 
or allocated expense for resident care services and support services. The 
resident care services portion consists of direct care staff, direct care 
administration, active treatment, and medical services. The support 
services portion consists of dietary, laundry and housekeeping, property 
and plant, and administrative services.  
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3. 30 percent of the weighted mean for all ICF/MR facilities 

Personnel Operating Cost Model adjusted by the 
Inflation Factor computed under 471 NAC 31-008.06C7. 
The mean will be weighted by the Nebraska Medicaid 
ICF/MR days. 

 
31-008.06C4b  ICF/MRs with 4-15 beds:  The Non-Personnel 
Operating Cost Component of the Final Rate is the allowable non-
personnel operating cost per day as computed for the ICF/MR 
provider’s most recent cost report period.  

 
31-008.06C5  ICF/MR Fixed Cost Component: This component includes 
the interest, depreciation, amortization, long-term rent/lease payments, 
personal property tax, real estate tax, gross revenue tax, and other fixed 
costs. The fixed cost component is the allowable fixed cost per day as 
computed for the facility’s most recent cost report period.  

 
31-008.06C6  ICF/MR Ancillary Cost Component:  The ancillary cost 
component of the rate is the allowable ancillary cost per day as computed 
for the facility’s most recent report period.  

 
31-008.06C7  ICF/MR Inflation Factor: For the Rate Period of July 1, 
2009 through June 30, 2010, the inflation factor is 5.0%. The Inflation 
Factor is determined from spending projections computed using: 
 

1. Audited cost and census data following the initial desk audits; and 
2. Budget directives from the Nebraska Legislature.  

 
31-008.06C8  ICF/MR Revenue Tax Cost Component:  

 
31-008.06C8a  ICF/MRs with 16 or more beds:  Under the ICF/MR 
Reimbursement Protection Act, for the Rate Period July 1, 
20102009 through June 30, 20112010, the ICF/MR revenue tax 
per diem is computed as the ICF/MR revenue tax based on State 
Fiscal Year 2008-09 net revenue divided by State Fiscal Year 
2008-09 facility resident days. (See 405 NAC 1-003.)  

 
31-008.06C8b  ICF/MRs with 4-15 beds:  Under the ICF/MR 
Reimbursement Protection Act, the ICF/MR revenue tax per diem 
is computed as the prior report period net revenue divided by the 
prior report period facility resident days.  (See 405 NAC 1-003.)  
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31-008.06D4 Non-Personnel Operating Cost Component: This component 
includes all costs other than salaries, fringe benefits, the personnel cost 
portion of purchased services, and the personnel cost portion of management 
fees or allocated expenses for the administrative, dietary, housekeeping, 
laundry, plant related, and social service cost centers.  The Non-Personnel 
Operating Cost Component of the Final Rate is the allowable non-personnel 
operating cost per day as computed for the ICF/MR provider’s most recent 
cost report period. 

 
31-008.06D5 Fixed Cost Component:  This component includes the interest, 
depreciation, amortization, long-term rent/lease payments, personal property 
tax, real estate tax, and other fixed costs.  The Fixed Cost Component of the 
Final Rate is the allowable fixed cost per day as computed for the ICF/MR 
provider’s most recent cost report period. 

 
31-008.06D6 ICF/MR Revenue Tax Cost Component:  This component 
includes the allowable ICF/MR revenue tax, computed on a per diem basis as 
the ICF/MR revenue tax based on State Fiscal Year 2009-20102007-08 net 
revenue divided by State Fiscal Year 2009-20102007-08 facility resident 
days.  (See 405 NAC 1-003.) 

   
31-008.06E Out-of-State Facilities: The Department pays out-of-state facilities 
participating in NMAPMedicaid at a rate established by that state’s Medicaid program 
at the time of the issuance or reissuance of the provider agreement. The rate will not 
exceed the average per diem being paid to Nebraska non-State-operated facilities 
for services in a similar care classification. The payment is not subject to any type of 
adjustment. 
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Facilities that provide any services other than certified ICF/MR services must report costs 
separately, based on separate cost center records. As an alternative to separate cost center 
records and for shared costs, the provider may use a reasonable allocation basis 
documented with the appropriate statistics. All allocation bases must be approved by the 
Department before the report period. Any Medicare certified facility must not report costs for 
a level of care to the Department which have been reported for a different level of care on a 
Medicare cost report. 

 
31-008.08A Disclosure of Cost Reports: Cost reports for all report periods ending 
October 30, 1990, or thereafter, are available for public inspection by making a written 
request to the Department of Health and Human Services Audit Unit. The request must 
include the name (including an individual to contact), address, and telephone number of 
the individual or organization making the request; the ICF/MR name, location, and report 
period for the cost report requested; and directions for handling the request (review the 
reports at the Department’s Lincoln State Office Building address; pick up copies from 
the Department; or mail copies).  The total fee must be paid in advance, $5.00 for each 
report to be copied and an additional $2.50 for each report to be mailed, must 
accompany the request. The ICF/MR will receive a copy of a request to inspect its cost 
report. 

 
31-008.08B Descriptions of Form FA-66, “Long Term Care Cost Report”: All providers 
participating in NMAPMedicaid must complete Form FA-66, consisting of Schedules 
“General Data,” A (Parts 1 and 2), B (Parts 1, 2, 3, and 4), B-1, B-2, B-3, B-4, B-5, C, D, 
(Parts 1, 2, and 3), D-1, E (Parts 1 and 2), E-1, F (Parts 1 and 2) and “Certification by 
Officer, Owner, or Administrator.” (See 471-000-41 and 471-000-42 for an example of all 
schedules.) For FA-66 must be completed in accordance with regulations found at 471 
NAC 12-012. Form FA-66 contains the following schedules, as described: 

 
1. General Data: This schedule provides general information concerning the 

provider and its financial records. 
2. Schedule A, Occupancy Data: This schedule summarizes the licensed capacity 

and inpatient days for all levels of care. 
Part 1 identifies the certified days available, and Part 2 identifies the inpatient 
census data of the facility. This data is used in determining the divisor in 
computing the facility’s per diem rate. 

3. Schedule B, Revenue and Costs: This schedule reports the revenues and costs 
incurred by the provider. The schedule begins with the facility’s trial balance, and 
identifies revenue offsets, adjustments, and/or allocations necessary to arrive at 
the NMAPMedicaid reimbursable costs. 
Part 1 identifies all revenues from patient services and any necessary offsets to 
costs from these revenues. Part 2 identifies other revenues realized by the facility 
and any necessary offsets to costs from these revenues. Part 3 identifies the 
facility’s costs, summarizes the revenue offsets, summarizes the cost 
adjustments, and reports any necessary allocation of reimbursable costs. Part 4 
summarizes the revenue and costs reported in parts 1, 2, and 3, and reports net 
income and identifies provision for income tax. 

 


