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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop S3-14-28

Baltimore, Maryland 21244-1850

CMS

CENTERS FOR MEDICARE & MEDICAID SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

Financial Management Group

October 7, 2024

Meghan Groen

Senior Deputy Director

State of Michigan, Department of Community Health
400 South Pine Street

Lansing, Michigan 48933

RE: TN 24-0013
Dear Director Groen:

The Centers for Medicare & Medicaid Services (CMS) has reviewed the proposed Michigan
state plan amendment (SPA) to Attachment 4.19-D MI 24-0013, which was submitted to CMS on
August 26, 2024. This plan amendment updates the authority to set a principal balance minimum
payment amount for nursing facilities for any loan issued after October 1, 2019, that has a loan period
greater than four years.

We reviewed your SPA submission for compliance with statutory requirements, including in
sections 1902(a)(2), 1902(a)(13), 1902(a)(30), 1903 as it relates to the identification of an adequate
source for the non-federal share of expenditures under the plan, as required by 1902(a)(2), of the
Social Security Act and the applicable implementing Federal regulations.

Based upon the information provided by the state, we have approved the amendment with an
effective date of October 1, 2024. We are enclosing the approved CMS-179 and a copy of the new
state plan pages.

If you have any additional questions or need further assistance, please contact Tom Caughey at
517-487-8598 or via email at tom.caughey@cms.hhs.gov.

Sincerely,
&% 7%&04,

Rory Howe
Director
Financial Management Group
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This SPA provides authority to set a principal balance minimum payment amount for nursing facilities for any loan
issued after October 1, 2019, that has a loan period greater than four years.
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Attachment 4.19-D
Section Il Page 3

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Policy and Methods for Establishing Payment Rates
(Long-Term-Care Facilities)

2. All other facilities will have interest expense determined in accordance with current
Medicare Principles of Reimbursement, including the provisions at 42 CFR 413.153
and section 1861(v)(1)(O) of Title XVIII of the Social Security Act.

3. For loans issued on or after October 1, 2019, interest on loans, to be allowable, must
reflect a principal balance payment on at least an annual basis if the loan is greater
than four years old. For loans issued prior to October 1, 2019, interest on loans, to be
allowable, must reflect a principal balance payment on at least an annual basis starting
on October 1, 2023. As of October 1, 2024 the minimum payment amount on the
principal balance or a payment amount totaling at least 0.1 percent of the total
outstanding loan balance, whichever is greater, must be made at least annually for any
loan that has a loan period of greater than four years and was issued on or after
October 1, 2019 in order for the interest to be an allowable expense. Refinancing of a
loan or refinancing of multiple loans is not considered a priaeipte-principal balance
payment, nor is a refinanced loan considered a new loan for purposes of this section.

H. Allowable lease costs are determined using principle 1 or 2 below:

1. A provider who entered into a bona fide, arms-length lease prior to September 1, 1973
where the lessor refused to open his books, will be allowed an actual lease cost up to
a maximum of $2.50 per patient day. This limit was developed from the average lease
rental cost for facilities leased prior to September 1, 1973, at which time the current
method of calculation was effected. The pre-September 1, 1973 lessee has the right
of appeal for bona fide, arms-length lease agreements which exceed the $2.50 limit.

2. Providers who enter into or amend a bona fide arms-length lease agreement after
August 31, 1973 will be reimbursed a plant cost component determined in accordance
with sections IV. A. or B. as applicable to an owner-provider, if the lessee discloses the
allowable cost information required or rate setting as outlined in section IV.A.3. Without
full disclosure lease expense will not be an allowable cost. The only exceptions to this
disclosure rule shall be for lease expenses for pass through leases.

l. Bad debts, charity and courtesy allowances as defined in 42 CFR 413.80 are not
recognized as allowable costs.

J. The cost of educational activities will be determined in accordance with 42 CFR
413.85, except the costs of educational activities outside the continental United States
are not allowable.

K. The cost of research activities will be determined in accordance with 42 CFR 413.90.

L. The value of services of non-paid workers will be treated in accordance with 42 CFR
413.94.

M. Purchase discounts and allowances and refunds of expenses will be treated in

accordance with 42 CFR 413.98.

TN NO.: 24-0013 Approval Date: _10-07-2024 Effective Date: 10-01-2024

Supersedes TN No.: 19-0008



