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Minutes:

Chairman Weisz opened the hearing of HB 1303.

Representative Gary Kreidt, District 33, introduced the bill. This bill is for the purpose of
allowing nursing facilities to collect their bad debts when an individual can’t pay for their care.

This allows for 180 days to collect before it goes to a collection agency. There is a whole

. process you have to go through to be able to collect a bad debt.

Shelly Peterson, president of the ND Long Term Care Association, testified in favor of the
bill. (Attachment 1}

Representative Conrad: Do | understand that the lawsuit is between the department and the
individual?

Peterson: The one suit that is before the Supreme Court is an individual, a Medicaid
applicant, and the Department of Human Services. The Department has denied the divorce
settlement. They found the person ineligible. It was appealed by the administrative law judge
and the district court. The court said they thought it a fair settlement and you make her
eligible. The Department of Human Service disagrees with the district court. The Supreme

Court case is the individual Medicaid applicant and the Department of Human Services.
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Representative Conrad: The guardian didn't make an effort—that's what the Department is
. basing its denial upon?

Peterson: In essence the guardian did not pursue an equitable distribution of the assets as

perceived by the Department.

Representative Conrad: So the guardian made the mistake.

Peterson: In the Department’s eyes, although the district court agreed with the guardian that it

was an equitable distribution. Part of the issue was when you look at having to raise three

surviving children. It's a difficult case and difficult situation.

Chairman Weisz: The way it stands it's a disqualifying transfer of assets. That was their

perspective.

Representative Conrad: So this person is not eligible until 20107

Peterson: Yes, you are correct. Because of the amount of the assets that supposedly should

. have been made available to the residence. There is probably a farm involved.
Chairman Weisz: Clarify for me—on a disqualifying transfer of assets and if they won in the
Supreme Court would they be able to get the back payments from Medicaid?
Peterson: Medicaid eligibility is not my area of expertise; however, my understanding is if
resident wins at the Supreme Court then they wili be found eligibie and Medicaid will be
required to pay back three months from the date of application. In essence, perhaps the
major part of the care will be reimbursed.
Representative Porter: Refresh my memory on the ability of a nursing facility to go after the
individual who received the non-qualifying transfer.
Peterson: That was legislation we brought to you last session. If you happen to need

nursing home care and apply for Medicaid and there was a transfer of assets during that

. period of time and if you did it for the purposes of qualifying for Medicaid, you need to get that
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asset back to pay for your care. Right now our legal recourse is going after that asset. Many

. people don’'t understand that what we tried to do in the last session was to put in to statute that
if you transfer an asset and that asset makes you ineligible, that you know and understand that
the facility that is providing care will go after that asset. That’s the legal recourse right now but
we thought if we put it in statute then the everyday citizen would know and understand it. Any
medical provider can go after that asset but a lot of people don’t understand that.
Representative Frantsvog: |s there a time limit as to when that asset can be transferred so
that it doesn’t cause ineligibility.
Peterson: Congress changed that. It used to be that as long as you transferred assets within
36 months prior to needing care that all those assets that you transferred in that 3-year period
would not be considered in your Medicaid eligibility. On February 8, 2007, congress changed
that application of the penalty period. Right now when you go in to a nursing facility and you

. make application Medicaid they will look back at all the assets within a 5-year period and
potentially can go back beyond the 5-year period. If you transferred an asset 4 years and 3
months prior to needing care are supposedly now need to be made available for your care.
You no longer have that protection of transferring your assets in advance of when you might
need care. Anything transferred within that 5-year period is now to be made available for your
care. What we strongly encourage people to do now in their planning is if you have assets
that you want to protect, consider long-term care insurance. If | had a house and wanted to
give it to my son, the rule is that whatever the value of that asset is figured at 100% of the
appraised value. | can sell it someone else for 75% of the value. What they wanted to prevent
sweetheart deals between families. You can't do those kinds of deals. There's a rule for

everything and it's really to protect Medicaid so that only the poor and improvised and those

.that don't have assets qualify.
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Chairman Weisz: Isn't it still prorated or did they do away with that when they went to the 5-
. year look back?

Peterson: | believe it's the true value of the asset. Under the 36-month rule it was prorated.
It is a harsh change in that policy.

Representative Nathe: I've had some dealings with people trying to get it in with the 60-
month period. Part of the problem from our side is a lot of the Social Waorkers and other
people involved are not quite up on everything that you just explained to us this morning. Part
of the problem is they are giving the wrong information. We are trying to reeducate them and
they are frustrated.

Peterson: You are absolutely correct. Medicaid law is very complex. We have attorneys
who sometimes give misinformation. It's changing and it's complex. We do training. We give
it our best and have at our annuai convention over 1000 people attending for continuing

. education.

There being no further testimony, Chairman Weisz closed the hearing of HB 1303.
Later that same day Chairman Weisz opened further hearing of HB 1303.

Barbara Fischer, assistant director of Budget and Operations of the Medical Services
Division for the Department of Human Services, provided information regarding the fiscal
note on HB 1303. {Attachment 2)

Representative Porter: We changed it last session to 120 days?

Fischer: The 120 days has always been in rule and was in some time back in the ‘90s. There

hasn’'t been legislation that increased it to 120 days—that has been established by rule.
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Representative Frantsvog: Your paragraph on the second page says “the current approved
Medicaid. . . . allows 120 days of bad debt.” In your opinion what does increasing it to 180
days do? Are you saying that is not going to happen immaterial of what this committee does?
Fischer: We would have to submit an amendment to our state plan and it would have to be
approved by CNS in order to include the increase as an allowable expense for the Medicaid
rate.

Representative Frantsvog: Shelly (Peterson) do you understand that's what's happening.
Peterson: Yes, that's the normal process.

Chairman Weisz closed the hearing of HB 1303.
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Chairman Weisz opened discussion of HB 1303: | believe there are some suggested

amendments.

Representative Hofstad: Shelly Peterson brought this amendment to me and it simply adds

that “the allowable bad debt expense shall be allocated back to the appropriate cost category
. of where the expense was incurred.” | would expect it is to keep the direct or indirect costs

exactly where they were supposed to be. | asked if there would be any fiscal expense and

she did not have a good answer.

Chairman Weisz: Currently there is no fiscal impact or it cannot be determined. It just put it's

in the correct category.

Representative Hofstad: | move the amendment.

Representative Pietsch: Second.

Representative Potter: Did Shelly talk about this during her testimony? | don't remember if

she did.

Representative Porter: In general she talked about exceeding the rate in particularly the

indirect rate. | don't recall any specific mention of amending it. I'm not sure how this

. amendment affects the Department. If a bad debt has a blanket lump sum and is put in to the
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indirect category and the facility is maxed out, then the bad debt means nothing when it comes
. to setting rates. If the bad debt is broken down to the categories incurred, it will definitely

change how they are based in the future. It allows it to be allocated to the categories it came

out of.

Chairman Weisz: The bill as is has some effect but it won't have it as much.

Representative Porter: It will have an effect on every one below that blue line if you left it

alone. If you put it on it would have the effect on 2/3 of the facilities. One third wouldn’t

realize a net increase on rebasing. If you change it and split it back. . . .

Representative Conrad: |s that a more accurate reflection of rebasing?

Representative Porter: | don't know. | think you have to ask yourself when you have a bad

debt that it just goes in to the category of bad debt. Typically the bad debt has all been indirect

care. What we are saying is that portion of the bad debt that related to direct care can be

charged back to direct care and the rebasing of rates.

Representative Conrad: Does accuracy come in at all?

Representative Porter: | don’t know. |guess |look at it as bad debt is bad debt. If you start
breaking it down to the appropriate category, it's definitely going to change the rebasing
structure of nursing home rates. The good part about it is that it is going to allow facilities;
because of the problem they have with personnel in the direct category, to move that category
faster and retain help.

Chairman Weisz: You have to look at it from the standpoint of the bad debt becomes an
indirect cost because they have already been allocated to direct costs that they provided for
that patient that didn’t pay the bill. From a business standpoint bad debt becomes an indirect
cost because it's not related to providing the direct care. That's why the Department has put it

.there. If we shift it and say half of the bad debt was involved with the direct care and half was



Page 3

House Human Services Committee
Bill/Resolution No. HB 1303
Hearing Date: January 27, 2009

indirect care and we break it up, it will increase payment rates. The question for this

. Committee is: Should bad debt be expanded beyond indirect costs?
Representative Pietsch: The end result is the cash payer is going pay higher.
Chairman Weisz: Everyone will. That's more of an issue. We're nibbling around the edges
here.
Representative Kilichowski: Is there is a fiscal note if we went from the 10 to 20% on
indirect.
Chairman Weisz: It might be a fairly substantial one. | have no idea what it is. If that wouid
raise it roughly $5 a day and you had 2/3 of your homes multiplied by $5 a day at 365 days by
how many residents . . . it would obviously . .. You are probably looking at $800,000 or a
million bucks.

Representative Kilichowski: If we break this down to direct and indirect cost, when they

recalculate that debt will be back in to the allocation for reassessing to get to your average?
We are going to get an increase one way or the other.

Chairman Weisz: That's true. When the state pulled that median do they look at the actual
indirect costs or do those that are over and just put them at $52.

.. . Open discussion of HB 1433 for clarification of costs. . . .

They do take into account their costs regardless of the cap so this amendment won't have any
effect on rebasing. What it will do when they rebase the rate which is now $52.27 for indirect
costs which is the cap. What will happen if the bill passes is there will be more indirect costs

allowed. This will add about $2 to everybody to about $54. It will factor in with or without the

amendment. The issue seems to be with the indirect costs. Is that the overriding problem

here? This amendment is to get around the indirect cost cap.
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Representative Frantsvog: Will that then allow the nursing home to allocate those costs to

. salaries? What if they are capped out?

Chairman Weisz: If they are already capped out on indirect costs the bad debt expense
doesn’t do them any good except they still report it and when the State rebases, they are going
to look at that.

Representative Frantsvog: Two things: 1) If this is going to be successful; it's going to have
a fiscal note. 2) In the testimony by Barbara Fischer, she states that “any change to the
number of days of bad debt expense will need to be submitted to and approved by Centers for
Medicare and Medicaid Services.” s that a possibility?

Chairman Weisz: That's a given because it doesn’t exceed anything. Any change still has to
go through CMS but it's all within what Medicaid will do anyway. That's not an issue. | don't
recall we have ever been turned down on a change.

. Representative Porter: When the department doesn't like the change they seem to delay the
asking. We should look at amendment that says the Department must submit the changes
from 90 days of the bill becoming law. This bill already has a fiscal note that says “no impact
can be determined.” By changing it, | would venture the same thing happens. When it will be
noticeable will be when they rebase during the interim and then come back with a dollar
amount.

Representative Holman: In the Fischer testimony that’s what she says.

Chairman Weisz: It will be minimal now. It wili be when it rebased that it will have a fiscal
effect.

Representative Conklin: How often do they rebase?

Chairman Weisz: Now it has to be done every two years.
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Representative Conrad: |s that germane to this bill? If that is an issue | would rather do
. something that would correct the situation.
.. .. Unstructured discussion. .
Representative Potter: With Shelly Peterson’s testimony, bad debt whatever amount may be
allowed is considered an indirect expense. Are we saying it could be split between direct and
indirect?
Chairman Weisz: That is what the amendment does. It specifically directs them to allocate it
according how the bad debt was incurred.
A voice vote on the amendment was taken: The amendment was accepted
Representative Hofstad: 1 move do pass as amended.
Representative Uglem: Second
A roll call vote was taken: Yes: 13, No: 0, Absent: 0
. HB 1303 as amended was passed.

Representative Holman will carry the bill.
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1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |Other Funds| General |OtherFunds| General [Other Funds
Fund Fund Fund
Revenues
Expenditures
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1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2A_ Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

This bill increases the amount of allowable bad debt expense from the current 120 days to an amount not to exceed
180 days per year of resident care or an aggregate of 360 days for any one individual when determining nursing home
rates.

No fiscal impact can be determined due to the lack of data.

B. Fiscal impact sections: [dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant to the analysis.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts inciuded in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a
continuing appropriation.

Name: Debra A. McDermott Agency: Human Services

Phone Number: 328-3695 Date Prepared: 03/09/2009




. Bill/Resolution No.: HB 1303

FISCAL NOTE

Requested by Legisiative Council

01/13/2009

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General (Other Funds| General |OtherFunds General |Other Funds
Fund Fund Fund

Revenues

Expenditures

Appropriations

1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

The purpose of the bill is to increase the amount of allowable bad debt expense from the current 120 days to an

amount not to exceed 180 days per year of resident care for any one individual when determining nursing home rates.

The fiscal impact cannot be determined due to the lack of data.

B. Fiscal impact sections: [dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant to the analysis.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a

continuing appropriation.

Debra A. McDermott

gency: Human Services

Name:
Phone Number:

328-3685

Date Prepared: 01/15/2009




90637.0101 Adopted by the Human Services Committee V‘K
Title.0200 January 27, 2009 , [ 21/69

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1303

Page 1, after line 16, insert:

"4. The allowable had debt expense must be allocated back to the appropriate
cost category from which the expense was incurred.”

Renumber accordingly

Page No. 1 90637.0101
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REPORT OF STANDING COMMITTEE
HB 1303: Human Services Committee (Rep. Weisz, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
{13 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1303 was placed on the
Sixth order on the calendar.

Page 1, after line 16, insert:

"4, The allowable bad debt expense must be allocated back to the appropriate
cost category from which the expense was incurred.”

Renumber accordingly

{2) DESK, {3) COMM Page No. 1 HR-16-1066
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Minutes:
Senator J. Lee opened the hearing on Engrossed HB 1303 relating to factors considered in
determining nursing home rates.
Rep. Gary Kreidt (District 33} introduced HB 1303 and expiained that 120 days before starting
a collection process in not enough and 180 days is a more realistic number.

. Shelly Peterson (President of the ND Long Term Care Association) spoke in support of
HB 1303. Attachment#1 She pointed out that the dept. has a probiem with the amendment
put on in the house about allocating the bad debt expense back to the appropriate cost
category where the expense was incurred. She supports an amendment by the dept. to
change it to allocating it back to the property cost category. (Meter 13:55)
Barbara Fischer (Dept. of Human Services) spoke in opposition to HB 1303. Attachment #2
She pointed out that the bill says 180 days/year. Currently the limit is first 120 days of care not
per year.
Senator J. Lee asked Ms. Fischer to explain the equalization of rates.
Ms. Fischer explained that only two states in the nation have rate equalization — ND and MN.
She explained how it works and that Medicaid actually sets the rates for all individuals in the

.facility with the exception of Medicare which has rate setting authority.
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. Some discussion followed on rate equalization.
Senator J. Lee asked why the dept. would have any say in what a divorce settlement is.
Ms. Fischer said it is an eligibility issue.
Maggie Anderson (Dept. of Human Services) explained that the dept iooks at all of the
settlements whether it be an annuity, trust, divorce for the equitable distribution of the assets to
make sure there weren't intentional distributions that would have otherwise made someone
eligible for Medicaid.
There was some further discussion on each case be locked at on its own merits.
Senator Dever asked about the concern of 180 days/year.
Ms. Anderson addressed that concern.
Senator Dever asked Ms Fischer if she would be in support of the bill if the house amendment
. were removed.
Ms. Fischer replied that it would be more acceptable if it was removed or identified to be in
property and the dept. would be neutral with the bill.
Senator Heckaman asked if the “per year” should be taken out.
Ms. Fischer said it would be up to the facility to aggressively pursue some other means of
payment.
Senator Marcellais said his concern is the hardship provision. It's there but nobody qualifies
for it. Why?
Ms. Fischer said it is in federal statute.
Senator J. Lee asked Ms. Peterson to comment on the 180 days/year.
Ms. Peterson explained that an average length of stay is 350 days a year. It was their

. intention that each year a facility be eligible to get paid for at least half the care given in a year.
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Senator J. Lee asked about putting a limit of possibly two years.

Ms. Peterson said that would even help.

Applying for Medicaid and Medicaid eligibility was discussed.

Senator J. Lee asked Ms. Fischer to comment on having some kind of limit.

Ms. Fischer said putting a limit on would be better than leaving it open ended.

The hearing on HB 1303 was closed.

Senator J. Lee asked the committee if it was agreeable to have an amendment to: (1) move it
into the property expense category and (2) limit of 2 years at 180 days year.

After some discussion it was agreed upon and Senator J. Lee asked Ms. Peterson and

Ms. Fischer if they would work with the intern to draft it. They said they would.
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Senator J. Lee opened committee work on H8 1303.
Amendments dated 3/2/09 were reviewed. Attachment #3
Senator Heckaman moved to accept the amendments.
Second by Senator Dever.

Roll call vote 5-0-1. Amendment adopted.

Senator Heckaman moved a Do Pass as Amended.
Second by Senator Dever.

Roll call vote 5-0-1. Motion carried.

Carrier is Senator Dever.
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1303 3/5/7

Page 1, line 15, replace "allowable bad debt expenses may not exceed” with "the department
shall:

a. Include, contingent upon approval of the medicaid state plan by the

centers for medicare and medicaid sarvices, allowable bad debt
expenses in an amount not to exceed one hundred eighty days of

resident care per year or an aggregate of three hundred sixty days of
resident care for any one individual; and

Include allowable bad debt expenses in the property cost category in
the report year in which the bad debt is determined to be uncollectible

with no likelihood of future recovery."

1=

Page 1, remove lines 16 through 18

Renumber accordingly

Page No. 1 90637.0201



——
et

Date: __2/2 /07

Roll Call Vote #  /

2009 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILLURESOLUTIONNO.  #3 /303

Senate Human Services

[] Check here for Conference Committee

Committea

Legislative Council Amendment Number 3 [2/2 2

Action Taken [] Do Pass [] Do Not Pase [] Amended [ ] Rerefer to Appropriations

1] Adopt Amendment [] Reconsider

Motion Made By Sen. A—aoéazmm- Saconded By Sen. ]\O(_,\,.e/._,

Senators Yes | No Senators Yes | No
Senator Judy Lee, Chairman L Senator Joan Heckaman o
Senator Robert Erbeie, V.Chair o Senator Richard Marcellais
Senator Dick Dever e Senator Jim Pomeroy e
Total (Yes) - No Ja)

Absent /

Floor Assignment

If the vote is on an amendment, briefly indicate intent:




PP

Date: 3 ,/ o’{/é 4

Roll Call Vote #: __ 22

2009 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILLURESOLUTIONNO. _4 R 303

Senate Human Services

[J Check here for Conference Committee

Committee

Legislative Council Amendment Number QOQ 37 . 020/ T FHe 8300

Action Taken B Do Pass [] Do Not Pass [ Amended [ ] Rerefer to Appropriations

[] Adopt Amendment [ Reconsider

Motion Made By Sen. %M Seconded By  Sen, LQ@/.,.&V

Senators Yes | No Senators Yes | No
Senator Judy Lee, Chairman v Senator Joan Heckaman o
Senator Robert Erbels, V.Chair v Senator Richard Marcellais
Senator Dick Dever [ Senator Jim Pomeroy v
Total  (Yes) 5 No o)

Absent

/
Floor Assignment Jﬂ/n M ‘Q&/—&/

If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: SR-40-4070
March 5, 2009 7:40 a.m. Carrier: Dever
Insert LC: 90637.0201 Title: .0300

REPORT OF STANDING COMMITTEE
HB 1303, as engrossed: Human Services Commitiee (Sen. J.Lee, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (5 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING). Engrossed HB 1303
was placed on the Sixth order on the calendar.

Page 1, line 15, replace "allowable bad debt expenses may not exceed” with "the department
shall:

a. Include. contingent upon approval of the medicaid state plan by the
centers for medicare and medicaid_services, allowable bad debt
expenses in an amount not to exceed one hundred eighty days of
resident care per year or an aggregate of three hundred sixty days of
resident care for any one individual; and

isd

Include allowable bad debt expenses in the property cost category in
the report year in which the bad debt is determined to be uncollectible

with no likelihcod of future recovery.”

Page 1, remove lines 16 through 18

Renumber accordingly
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Testimony on HB 1303
House Human Services Committee
January 21, 2009

Good Morning Chairman Weisz and members of the House Human Services
Committee. My name is Shelly Peterson, President of the North Dakota Long
Term Care Association. | am here to ask for your support of HB 1303. HB 1303
increases the bad debt expense that would be allowed for a resident not paying
their monthly bill. Currently, if all conditions are met, you may be allowed 120
days of care for the entire time a resident may be in your facility. HB 1303
expands the 120 days to a new maximum of 180 days for every year the resident
remains in your facility.

Let me share with you the problem that exists and how HB 1303 will help but not
fully solve the problem. | don't want to diminish any consideration of your
support of HB 1303, we need it but it does have some limitations.

Bad Debt Concerns in Nursing Facilities:

When an individual is admitted to a nursing facility, a key question is “how will the
daily care be paid for?” A survey on October 1, 2008 of nursing facility residents
revealed the following payment sources:

Payor Source in Nursing Facilities October 1, 2008
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In past legislative sessions you have clarified nursing facilities do not need to
admit a resident if a viable payment source is not identified. To help facilities
evaluate how a resident bill was going to be paid, we recommended they
complete a “Nursing Facility Intake Form” on every potential admission prior to
admission. (See Attachment A} Certainly you can tell from the form that it is
comprehensive and would give you the information you need to determine how
the bill was going to be paid. We found two problems with the form:
1. The form was time consuming and many residents were in the hospital and
needed admission now,
2. Families many times didn’t like the intrusion into their financial affairs and
were offended by the questions.
Those using the form today or some version of it have done so because past or
current resident bad debts are harming the financial viability of their facility and
they have no choice but to carefully evaluate all admissions.

Today 11% of all nursing facility bills are past due 60 or more days. The total
amount of delinquent resident accounts more than 60 days past due amounts to
a minimum of $3.94 million, and estimated to be as high as $4.68 million. Most
past due accounts are related to Medicaid eligibility issues, Medicare appeals,
pending sales of assets and families are not paying the bill.

Why not discharge someone if they are not paying the bill? Under the North
Dakota Bill of Rights, nursing facilities have the right to discharge a resident if
they are not paying their bill. Yes, you in theory have the right to discharge for
non-payment; however federal regulations dictate that when you discharge
someone you must find them a suitable place that will meet their needs.

If someone is not paying their bill, it becomes virtually impossible to ask another
facility to assume the care of the resident and not get paid. Rarely can a resident
be discharged to the family because most often they cannot meet the demands
of caregiving. Even if the family has the money, isn’t paying the bill, indicates
they are not capable of caring for their mother, you cannot discharge them back
home. |In cases with these circumstances, administrative law judges have not
allowed the discharge.



. Hardship Provision
Another option to consider when no one is paying the bill would be to apply to the
Department of Human Services under a provision called the hardship provision.
The hardship provision is suppose to be available to help residents who will be
deprived of food, clothing, shelter, or the necessities of life, or medical care such
that the individuals health or life may be endangered.

Since the hardship provision became available, no one has ever qualified. In
order to meet the provision of deprivation of food, shelter and clothing, a resident
must be discharged from a facility and the person’s life must be perceived to be
in danger. Who would ever really do that? Not North Dakota nursing facility
providers! We may try to discharge, but is an idle threat that we hope will get
someone to pay attention and pay the bill. No one will ever put a resident’s life at
risk to collect payment under the hardship provision.

See Attachment B, the letter from the Department of Human Services regarding
. a case at the Good Samaritan Society—Crosby. In the second and third
paragraph it states:
“Upon receipt of a request for a hardship exception, the Medicaid Eligibility
Unit reviews the information and determines whether an undue hardship
exists. An undue hardship exists only if specific conditions are
demonstrated to exist.

One of the conditions require that there is information that shows that the
application of the penalty period will deprive the individual of food, ciothing,
shelter, or the other necessities of life, or medical care such that the
individual’s health or life may be endangered. Since the court did not allow
you to discharge, this condition has not been met.”

In the Good Samaritan Society—Crosby case the facility is due over $145,000 as
of January 1, 2009 and the person will not be Medicaid eligible until the summer
of 2010.



Another non-payment case comes from the facility in Tioga. This resident’s bad
debt is $168,765 effective January 13, 2009. This case is before the North
Dakota Supreme Court and should you want to listen to this tragic story you can
find the case on the North Dakota Supreme Court web site.

The issue in this case is Medicaid eligibility because of a perceived unfair divorce
settlement. The resident is a 47 year old female with Huntington’s disease. She
is the mother of three living children and one deceased child, who died on June
6, 2000. The deceased child suffered from multiple medical problems. The
couple divorced. She was disqualified for Medicaid because the guardians did
not fight for a reasonable divorce settlement. It was felt by Medicaid that the
resident should have received one-half of the assets in the divorce, even though
the husband has custody of the three children remaining at home and has
assumed all the debts of the marriage.

The Judge decided in the initial determination, as well as in the appeal re-
confirmed and directed Medicaid to make her eligible. The Department has
appealed to the North Dakota Supreme Court to overrule the district courts
decision. The case is Reinholdt versus Department of Human Services with oral
arguments heard on December 18, 2008. Please note the resident is living in
swing bed and not in their skilled nursing facility, however, the outcome of this
case will affect other cases where the division of assets in a divorce are causing
a resident to be ineligible in a skilled nursing facility.

As you can see, the facility is many times caught in the middle regarding the
resident they are caring for and a resident’s eligible for Medicaid. Many times
assets no longer exist, they desperately need care and the facility is left with very
little recourse. HB 1303 can provide some relief to some facilities.

| really didn't want to get so lengthy but we have some very difficult cases, with
facilities called upon to deliver care and sometimes never get paid.



. { said | wanted to touch upon the limitations of this solution and there are two:

1. Bad debt, whatever amount may be allowed is considered “an indirect”
expense. Today this limit is set at $52.28 per day. Effective with the new
January 1, 2009 rates, 25 of 79 nursing facilities (or 32%) exceed this limit.
When you exceed the limit, no matter how many additional expenses you
incur in this cost category you will never get paid. (See Attachment C)
Today, 25 nursing facilities are spending $2,021,461 over this limit. Good
Samaritan Society—Crosby is exceeding this limit, so for them it will not
help.

2. The facility must pursue all avenues of collection, including liens,
judgments, and lawsuits; and only after all avenues have been pursued
may your bad debt to be allowed. (See Attachment D)

These two safeguards or limitations will limit facilities access to bad debt relief,
. however, it is still one more baby step forward as we try to seek good solutions to
non-payment issues.

Thank you for your consideration of HB 1303. | would be happy to answer
guestions at this time.

Shelly Peterson, President

North Dakota Long Term Care Association

1900 North 11" Street « Bismarck, ND 58501

(701) 222-0660 » www.ndltca.org » E-mail: shelly@ndltca.org




NURSING HOME INTAKE QUESTIONNAIRE

"-Js\ase complete this form in its entirety and return it to the receptionist.

Attachment A

Q;t name, First Name, Middie Initial;
te of Birth:

Social Security Number:

Mailing Address:

City, State, Zip:

Phone Number:

Cell Phone Number:

Best Method and Time to Reach You:

Spouse’s Last name, First Name, Middle Initial;

Spouse's Date of Birth:

Spouse’s Social Security Number:

Spouse’s Mailing Address:

City, State, Zip:

Spouse’s Phone Number: Spouse’s Cell Phane Number:

Spouse’s Work Number: Spouse’s Fax Number:

Spouse’'s E-mail Address:

Best Method and Time to Reach Your Spouse:

Contact Person's Name:

Contact’s Address, City, State, Zip:

Contact's Phone Number: Contact's Cell Phone Number:

Contact's Work Number; Contact’'s Fax Number:

home. (Attach additional pages if needed.)

1. Except for personal effects, list all assets owned by you and your spouse, including the cash surrender value of life insurance,
stocks, bonds, vehicles, life estates, antiques, collectibles, and pensions, with the value as of the date of admission into the nursing

— T

Owner of Asset

x

Description of Asset

Value of Asset
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2.

List all debts owed by you and your spouse, with values as of the date of admission inte the nursing home.

Debtor Description of Debt

Amount of Del

List all transfers or gifts of assets within the past five years by you and your spouse, including transfers of a remainder interest in

real property.

Date of Transfer Description of Asset

Recipient

Value of Asset

List all pre-paid burial contracts, burial accounts, and pre-paid burial or funeral items owned by you or your spouse or by a thi—-

party for the benefit of you or your spouse.

Description

Owner

Value

List all sources of income for you and your spouse, including but not limited to rental payments, CRP income, long-term care

insurance benefits, Social Security benefits, veteran’s benefits, and employment income.

Description of Income

Date or Frequency of Payment

Amount of
Payment
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6. Lisl all health and pharmacy insurance for you and your spouse.

Name of Insured

Name of Insurer

Description of Insurance

Monthly Premium
Amount

~

Identify your agent under your financial power of attorney. (Please attach a copy hereto.)

Name, address, and telephone number:

8. Identify your agent under your health care power of attorney. (Please attach a copy hereto.)

Name, address, and telephone number:

9. Did the agent or attorney-in-fact listed under your financial power of atlorney assist you with making any of the transfers or gifts
referenced in section number 3 above, or benefit or receive any of the assets transferred or gifted? If yes, please explain.

.Were any of the assets described in section number 3 above transferred or gifted to or from a trust? If yes, explain the nature of

the transaction and identify the trust involved.

11. Have you previously applied for Medicaid? If yes, provide the date and county in which application was made.

12. Do you or your spouse reside on a farm?

13. Are you aclively engaged in farming or any other trade or business? If yes, describe the nature of the business.

14. Are you or your spouse employed by another or self-employed? If yes, provide the name of the employer or the nature of the
self-employment, the hours worked, and the wage or satary earned.
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15. Are you or your spouse the beneficiary of any trust?

. Do you have any pending legal action from which you may receive money or medical benefits, including inheritance? If yes,
describe.

This questionnaire complies with section 50-24.1-22 of the North Dakotfa Century Code. By my signature below, | hereby
authorize the nursing home to contact the county social services for information regarding my Medicaid application and
efigibility, and | hereby release and authorize the county social services to release any information fo the nursing home. | also
authorize the nursing home to contact any and all of the above-identified financial institutions to obtain information regarding my.
assets and income, and | hereby release and authorize the financial institutions to refease any information to the nursing home.
| further authorize the nursing home to release to its attomeys any information regarding my application for admission.

| understand that providing false information could result in discharge and/or denial of my application. The answers provided
herein are true and correct to the best of my knowledge and information.

Signature: Date:
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ATTACHMENT B
Medical Services
' (701) 328-2321
north dakota W ) Toll F:ae 1-300-755-$go4
¢ ax (701) 328-1544
department of ND Relay mx1(-soo)-3ss-eaaa
human services Provider Relations (701) 328-4030

.n Hoeven, Governor ‘
arol K. Olson, Executive Director

November 18, 2008 | @

4

M:s. Elaine Heide, Administrator
Good Samantan Society - Crosby
705 SE 4™ Street

Crosby ND 58370

RE: Medicaid Hardship Exception for

Dear Ms. Heide:

This letter is in response to your request for an undue hardship exception for
was determined to have made a disqualifying transfer of assets which
resulted in 2 penalty period which began August 18, 2008 and ends May 31, 2010.

Upon receipt of a request for a hardship exception, the Medicaid Ellglblllty Unit reviews
the information and determines whether an undue hardship exists. An undue hardship

exists only if specific conditions are demonstrated to exist.

‘One of the conditions require that there is mformatlon that shows that the application of
the penalty period will deprive the individual of food, clothing, shelter, or the other
necessities of life, or medical care such that the individual’s health or life may be
endangered. Since the court did not allow you to discharge . this condition

has not been met.

One of the conditions requires - or her representative to show that she has
exhausted all lawful means to recover the transferred assets. The information presented
with the request for an exception does not show that any lawful efforts have been made to

recover the assets.

Another condition requires a showing that the nursing home in which .

receives her care has no cause of action, or has exhausted all causes of action, against the
transferee of the assets under North Dakota Century Code chapter 13-02.1, the Uniform
Fraudulent Transfers Act. The information presented with the request for an exception
does not show that your facility has exhausted all causes of action. The “Resolution of
Legal Disputes” cannot bind the daughter and does not preclude other actions.

600 East Boulevard Avenue Department 325 — Bismarck, ND 58505-0250
www.nd.gov/dhs



Elaine Heide, Administrator
November 18, 2008
Page 2

Accordingly, the information you provided with your request for a hardship exception to
the penalty period does not establish that a hardship exists, and is denied.

If you believe the decision contained in this notice is incorrect, you may request a hearing
before the North Dakota Department of Human Services. You must request a hearing in
writing within 30 days from the date of this notice by sending a written request to:
Appeals Supervisor, North Dakota Department of Human Services, 600 East Boulevard
Avenue, Bismarck ND 58505. You may have an attorney, relative, friend, or any other
person assist you at the hearing. If you do not have the money to pay an attorney, you
can contact one of the free legal service organizations in your area to see if they can assist
you. If you would like one of these organizations to represent you at your hearing, it is

advisable that you contact them as soon as possible.

The North Dakota Department of Human Services makes the following listing of Legal
Aid organizations available for your use. Providing this listing does not constitute an
endorsement of these organizations by the Department of Human Services.

1. Centralized Intake for ' Legal Services has 4.regional offices
Legal Services of North Dakota located in Bismarck, Fargo, New
PO Box 1666 Town, and Minot to serve all North
Minot, ND 58702-1666 Dakota counties and Indian
Intake: 1-800-634-5263 - Reservations.

Senior Hotline
PO Box 1666

Minot, ND 58702-1666
Hotline: 1-866-621-9886

2. Dakota plains Legal Services ' Dakota Plains serves Standing Rock
PO Box 507 Sioux Reservation.

Fort Yates, ND 58538
Phone: 854-7204

Sincerely,

(Oebionabi R wonsel
Deborah R. Masad
Administrator, Medicaid Eligibility Policy
ND Department of Human Services

. Cc: Beverly Fuhrman, Divide County Social Services
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w ATTACHMENT D
D "Rt

e 75-02-06-10. Bad debs. ﬁg”d o

1. Bad debts for charges incurred on or after January 1, 1990, and fees paid for
the collection of those bad debts, are allowable, provided all the requirements
of this subsection are met.

a. The bad debt must result from nonpayment of the payment rate or part
of the payment rate.

b. The facility shall document that reasonable coliection efforts have been
made, the debt was uncollectible, and there is no likelihood of future
recovery. Reasonable collection efforts include pursuing all avenues of
collection available to the facility, including liens and judgments. In
instances where the bad debt is owed by a person determined to have
made a disqualifying transfer or assignment of property for the purpose
of securing eligibility for medical assistance benefits, the facility shall
document that it has made all reasonable efforts to secure payment
from the transferee, including the bringing of an action for a transfer in
fraud of creditors.

c. The collection fee may not exceed the amount of the bad debt.

d. The bad debt may not result from the facility’s failure to comply with
. federal and state laws, state rules, and federal regulations.

e. The bad debt may not result from nonpayment of a private room rate in
excess of the established rate, charges for special services not
included in the established rate, or charges for bed hold days not
billable to the medical assistance program under subsections 3, 4, 5,
and 6 of section 75-02-06-14.

f. The facility shall have an aggressive policy of avoiding bad debt
expense that limits potential bad debts. The facility shall document that
the facility has taken action to limit bad debts for individuals who refuse
to make payment.

2. Allowable bad debt expense may not exceed one hundred twenty days of
resident care for any one individual.

3. Finance charges on bad debts allowable under subsections 1 and 2 are
allowable only if the finance charges have been offset as interest income.

History: Effective September 1, 1980; amended effective December 1, 1983; January
1, 1980; November 22, 1993; January 1, 1996; January 1, 1998.
General Authority: NDCC 50-24.1-04, 50-24.4-02

. Law Implemented: NDCC 50-24.4: 42 USC 1396a(a)(13)
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Testimony

House Bill 1303 - Department of Human Services
House Human Services Committee
Representative Robin Weisz, Chairman
January 21, 2009
Chairman Weisz, members of the House Human Services Committee, [
am Barbara Fischer, Assistant Director, Budget and Operations of the
Medical Services Division for the Department of Human Services. I am

here today to provide information regarding the fiscal note for House Bill
1303.

The fiscal impact of increasing allowable bad debt expense from 120 days
to 180 days cannot be determined. Allowable bad debt is an inconsistent
expense for which the Department does not have data readily accessible.
Bad debt expense is reported in its entirety on a cost report and is
unallowable except for the portion a facility identifies as meeting the
criteria for allowable bad debt. Only the portion of bad debt expense
being claimed as allowed is reviewed on an individual client basis when
establishing the facility's rates and then only if the facility is under the
limit for the Indirect Care cost category.

The Department does not know how many individuals would incur an
additional 60 days; however, the lowest nursing facility rate in the state,
as of January 1, 2009, is $113.61 and the highest rate is $421.02. An
individual incurring bad debt for an additional 60 days could increase
facility costs from $6,817 to $25,261, respectively.

Under current rules, bad debts expense can be included in a nursing
facility's rates if the following criteria are met:

» The bad debt is a result of nonpayment of the payment rate.



* Reasonable documented collection efforts have been made,
the debt is uncollectible, and there is no likelihood of future
recovery,

» The bad debt is not from failure to comply with federal or
state laws, rules, or regulations.

e It is not for nonpayment of private rooms, special services
not included in the rate, or non-covered bed-hold days.

e The facility has an aggressive policy of avoiding bad debts
and documents they have taken action to limit bad debts for
those individuals refusing payment.

» The bad debt expense may not exceed 120 days of resident

care.

The currently approved Medicaid state plan allows for up to 120 days of
bad debt expense to be included in a facility's rates. Because of rate
equalization, debt incurred by an individual who does not pay for his/her
own care is included in the rate paid by Medicaid and by private pay

individuals.
Any change to the number of days of bad debt expense will need to be
submitted to and approved by the Centers for Medicare and Medicaid

Services.

I would be happy to address any questions that you may have.
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Add a new number 4:
50-24.4-06. Rate Determination.

allowabl ebt nse sha Hocated back to the riate cost catego where the




#1

Testimony on HB 1303
Senate Human Services Committee
February 25, 2009

Good Morning Chairman Lee and members of the Senate Human Services
Committee. My name is Shelly Peterson, President of the North Dakota Long
Term Care Association. | am here to ask for your support of HB 1303. HB 1303
increases the bad debt expense that would be allowed for a resident not paying
their monthly bill. Currently, if all conditions are met, you may be allowed 120
days of care for the entire time a resident may be in your facility. HB 1303
expands the 120 days to a new maximum of 180 days for every year the resident
remains in your facility.

Let me share with you the problem that exists and how HB 1303 will help reduce
this financial burden.

Bad Debt Concerns in Nursing Facilities:

When an individual is admitted to a nursing facility, a key question is "how will the
daily care be paid for?” A survey on October 1, 2008 of nursing facility residents
revealed the following payment sources:

Payor Source in Nursing Facilities October 1, 2008
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In past legislative sessions you have clarified nursing facilities do not need to
admit a resident if a viable payment source is not identified. To help facilities
evaluate how a resident bill was going to be paid, we recommended they
complete a “Nursing Facility Intake Form” on every potential admission prior to
admission. (See Attachment A) Certainly you can tell from the form that it is
comprehensive and would give you the information you need to determine how
the bill was going to be paid. We found two problems with the form:
1. The form was time consuming and many residents were in the hospital and
needed admission now;
2. Families many times didn't like the intrusion into their financial affairs and
were offended by the questions.
Those using the form today or some version of it have done so because past or
current resident bad debts are harming the financial viability of their facility and
they have no choice but to carefully evaluate all admissions.

Today 11% of all nursing facility bills are past due 60 or more days. The total
amount of delinquent resident accounts more than 60 days past due amounts to
a minimum of $3.94 million, and estimated to be as high as $4.68 million. Most
past due accounts are related to Medicaid eligibility issues, Medicare appeals,
pending sales of assets and families are not paying the bill.

Why not discharge someone if they are not paying the bill? Under the North
Dakota Bill of Rights, nursing facilities have the right to discharge a resident if
they are not paying their bill. Yes, you in théory have the right to discharge for
non-payment; however federal regulations dictate that when you discharge
someone you must find them a suitable place that will meet their needs.

If someone is not paying their bill, it becomes virtually impossible to ask another
facility to assume the care of the resident and not get paid. Rarely can a resident
be discharged to the family because most often they cannot meet the demands
of caregiving. Even if the family has the money, isn't paying the bill, indicates
they are not capable of caring for their mother, you cannot discharge them back
home. In cases with these circumstances, administrative law judges have not
allowed the discharge.



Hardship Provision
6 Another option to consider when no one is paying the bill would be to apply to the
Department of Human Services under a provision called the hardship provision.
The hardship provision is suppose to be available to help residents who will be
deprived of food, clothing, shelter, or the necessities of life, or medical care such
that the individuals health or life may be endangered.

Since the hardship provision became available, no one has ever qualified. In
order to meet the provision of deprivation of food, shelter and clothing, a resident
must be discharged from a facility and the person’s life must be perceived to be
in danger. Who wouid ever really do that? Not North Dakota nursing facility
providers! We may try to discharge, but is an idle threat that we hope will get
someone to pay attention and pay the bill. No one will ever put a resident’s life at
risk to collect payment under the hardship provision.

See Attachment B, the letter from the Department of Human Services regarding
b a case at the Good Samaritan Society—Crosby. In the second and third
paragraph it states:
“Upon receipt of a request for a hardship exception, the Medicaid Eligibility
Unit reviews the information and determines whether an undue hardship
exists. An undue hardship exists only if specific conditions are
demonstrated to exist.

One of the conditions require that there is information that shows that the
application of the penalty period will deprive the individual of food, clothing,
shelter, or the other necessities of life, or medical care such that the
individual’s health or life may be endangered. Since the court did not allow
you to discharge, this condition has not been met.”

In the Good Samaritan Society—Croshy case the facility is due over $145,000 as
of January 1, 2009 and the person will not be Medicaid eligible until the summer
of 2010.

®



Another non-payment case comes from the facility in Tioga. This resident’s bad
debt is $168,765 effective January 13, 2009. This case is before the North
Dakota Supreme Court and should you want to listen to this tragic story you can
find the case on the North Dakota Supreme Court web site.

The issue in this case is Medicaid eligibility because of a perceived unfair divorce
settlement. The resident is a 47 year old female with Huntington's disease. She
is the mother of three living children and one deceased child, who died on June
6, 2000. The deceased child suffered from multiple medicai problems. The
couple divorced. She was disqualified for Medicaid because the guardians did
not fight for a reasonable divorce settlement. It was felt by Medicaid that the
resident should have received one-haif of the assets in the divorce, even though
the husband has custody of the three children remaining at home and has
assumed all the debts of the marriage.

The Judge decided in the initial determination, as well as in the appeal re-
confirmed and directed Medicaid to make her eligible. The Department has
appealed to the North Dakota Supreme Court to overrule the district courts
decision. The case is Reinholdt versus Department of Human Services with oral
arguments heard on December 18, 2008. Please note the resident is living in
swing bed and not in their skilled nursing facility, however, the outcome of this
case will affect other cases where the division of assets in a divorce are causing
a resident to be ineligible in a skilled nursing facility.

As you can see, the facility is many times caught in the middle regarding the
resident they are caring for and a resident’s eligible for Medicaid. Many times
assets no longer exist, they desperately need care and the facility is left with very
little recourse. HB 1303 can provide some relief to some facilities.

| really didn’t want to get so lengthy but we have some very difficult cases, with
facilities called upon to deliver care and sometimes never get paid.



An important feature of HB 1303 is that the bad debt expense is allocated back to
the appropriate cost category of where the expense was incurred. Most of our
bad debt is in the nursing, direct care category. Today, the rules require this
expense to be in the indirect cost category where almost 40% of all facilities are
exceeding the limit. Thus even if you can get some bad debt allowed, it wilt not
be a solution for those over the indirect limit.

There is a safeguard in this solution. Prior to any bad debt being allowed you
must:

1. Pursue all avenues of collection, including liens, judgments, and lawsuits;
and only after all avenues have been pursued may your bad debt to be
allowed. (See Attachment C)

This safeguard will limit facilities access to bad debt relief, however, HB 1303 itis
still one more step forward as we try to seek good solutions to non-payment
issues.

Thank you for your consideration of HB 1303. | would be happy to answer
questions at this time.

Shelly Peterson, President

North Dakota Long Term Care Association

1900 North 11" Street « Bismarck, ND 58501

(701) 222-0660 » www.nditca.org » E-mail: shelly@nditca org




Testimony
House Bill 1303 - Department of Human Services
Senate Human Services Committee

Senator Judy Lee, Chairman
February 25, 2009

Chairman Lee, members of the Senate Human Services Committee, I am
Barbara Fischer, Assistant Director, Budget and Operations of the Medical
Services Division for the Department of Human Services. I am here
today to provide information regarding the fiscal note for House Bill 1303
and to oppose the amendment adopted by the House.

House Bill 1303 will have a fiscal impact; however, the fiscal impact of
increasing allowable bad debt expense from 120 days to 180 days cannot
be determined. Allowable bad debt is an inconsistent expense for which
the Department does not have data readily accessible. Bad debt expense

.' is reported in its entirety on a cost report and is unallowable except for
the portion a facility identifies as meeting the criteria for allowable bad
debt. Only the portion of bad debt expense being claimed as allowed is
reviewed on an individual client basis when establishing the facility's rates
and then only if the facility is under the limit for the Indirect Care cost
category.

The Department does not know how many individuals would incur an
additional 60 days; however, the lowest nursing facility rate in the state,
as of January 1, 2009, is $113.61 and the highest rate is $421.02. An
individual incurring bad debt for an additional 60 days could increase
facility costs from $6,817 to $25,261, respectively. The “bad debt” costs

would be applied to the rates for all residents, regardless of the nature of
the debt.
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Under current rules, bad debts expense can be included in a nursing
. facility's rates if the following criteria are met:

e The bad debt is a result of nonpayment of the payment rate.

* Reasonable documented collection efforts have been made,
the débt is uncoilectiblé, an'd tHéré is no likelihood of future
recovery.

« The bad debt is not from failure to comply with federal or
state laws, rules, or regulations.

e It is not for nonpayment of private rooms, special services
not included in the rate, or non-covered bed-hold days.

o The facility has an aggressive policy of avoiding bad debts
and documents they have taken action to limit bad debts for
those individuals refusing payment.

e« The bad debt expense may not exceed 120 days of resident
care.

The currently approved Medicaid state plan allows for up to 120 days of
bad debt expense to be included in a facility's rates. Because of rate
equalization, debt incurred by an individual who does not pay for his/her

own care is included in the rate paid by Medicaid and by private pay
individuals.

Allowable bad debt expense is an administrative expense which is
included in the Indirect Cost category. The engrossed bill added section
four at lines 17 and 18 which requires that bad debts be allocated back to
the appropriate cost category from which the expense was incurred. An
allocation would imply that more than one cost category is involved in
bad debt. Bad debt results from all or a portion of nonpayment of the
daily per diem rate. An allocation of bad debt to the direct cost category

Page 2°



would result in individuals in the higher case mix classifications paying a
disproportionate share of costs that do not directly relate to their care
needs. For example, if bad debt effected the direct cost category by $1.00
per day an individual in the highest classification would have a $2.62
incréase in his/her rate and én individual in the Ibwest classificatioh would
have only a $.62 increase in his/her rate. In addition, bad debt expense
may be claimed many years after the debt was incurred making allocation

to a cost category difficult if not impossible to determine.

If the intent of section four is to ensure that bad debt expense not be
subject to the limit for Indirect Care then rather than allocating it back to
cost categories, the bad debt expense should be included in the property
cost category which is a pass through and has no limitations or inflation
applied to it.

Any change to the provisions for bad debt expense will need to be
submitted to and approved by the Centers for Medicare and Medicaid

Services.

I would be happy to address any questions that you may have.
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6 PROPOSED AMENDMENT TO ENGROSSED HOUSE BILL NO. 1303

Line 15 After "rates” insert "the Department shall:

a. _nclude, contingent upon approval of the Medicaid state plan by the Centers
for Medicare and Medicaid, allowable bad debt expenses in an amount not to
exceed one hundred eighty days of resident care per vear or an agqregate of
three hundred and sixty days of resident care for any one individual:

b. Include allowable bad debt expense in the property cost cateqgory in the report

year in which the bad debt is determined to be uncollectible with no likelihood
of future recovery.

And delete the remaining language on line 15

Delete Lines 16, 17, and 18

Renumber accordingly

®



