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MEETING SUMMARY 

MONEY FOLLOWS THE PERSON: FINANCING 
AND BUDGETING

Robert Mollica, Susan Reinhard & Jennifer Farnham

January 2007 

Introduction
This document will summarize the meeting on Money Follows the Person: Financing 

and Budgeting, convened by Rutgers Center for State Health Policy (CSHP) and the National 
Academy for State Health Policy (NASHP), and held September 11-13, 2006 in Olympia, 
Washington.  Attending the meeting were 34 participants from ten states to discuss budgeting 
and financing approaches states can use to assist their residents in moving from institutions to 
community settings.  This document will provide a brief description of the meeting and a guide 
to the resources distributed at the meeting, for the benefit of those unable to attend. 

Background
The Rutgers CSHP/NASHP technical assistance team is holding a series of meetings to 

promote collaboration among state leaders who develop and implement policies and programs to 
assist their residents needing long-term care services in receiving those services in their homes
and communities rather than in institutions.  The series is called the Money Follows the Person 
Systems Design Learning Collaborative,1 and involves discussion of state efforts under the 
Money Follows the Person Demonstration Program2 as well as other state policies and programs.
This meeting was the second in the series. The resources from the first meeting were 
incorporated into the Money Follows the Person Toolbox, released in August of 2006.3

Meeting Summary 
The purpose of this meeting was to discuss different methods of financing and budgeting 

that make community-based care a viable option.  In many states, the method of financing long-
term care locks funds in institutional care.  Washington state personnel discussed the global 
budget/pooled financing model they use.  Vermont personnel presented their global budget 
model with HCBS (home and community-based services) entitlement in use under their 1115 
demonstration waiver.  Texas personnel discussed their method of moving institutional funds to 

1 A list of the meetings can be found in the Agenda on pp.4-5.
2 The announcement and additional information can be found at 
http://www.cms.hhs.gov/NewFreedomInitiative/02_WhatsNew.asp
3 Available at: http://www.cshp.rutgers.edu/cle/Products/MFPToolboxWEB.pdf
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pay for HCBS.  A former senior budget analyst from Oregon led a discussion on harmonizing 
program and budget priorities.4  Finally, state personnel from Indiana and Minnesota talked 
about financial incentives to close institutional beds.

Resource Guide 
After some general references and background material, this guide contains the meeting

agenda, participant list, and materials for each state that presented at the meeting.  Where 
materials are available online, the reader is directed to the online address.  Other handouts are 
included here in the summary.

General Reference 

Meeting participants were given the following documents:

Mollica, R., Reinhard, S., Farnham, J. & Morris, M. (2006). Money Follows the Person Toolbox. New 
Brunswick, NJ: Rutgers Center for State Health Policy & National Academy for State Health Policy: 
Community Living Exchange. Available at: 
http://www.cshp.rutgers.edu/cle/Products/MFPToolboxWEB.pdf

Hendrickson, L. & Reinhard, S. (2006). Money Follows the Person: State Approaches to Calculating 
Cost Effectiveness. New Brunswick, NJ: Rutgers Center for State Health Policy & National 
Academy for State Health Policy: Community Living Exchange. Available at: 
http://www.cshp.rutgers.edu/cle/Products/MFPCalcCostEffectivenessWEB.pdf

Morris, M. (2006). Draft: Reducing Nursing Home Utilization and Expenditures and Expanding
Community-Based Options.  New Brunswick, NJ: Rutgers Center for State Health Policy & National 
Academy for State Health Policy: Community Living Exchange. Available by email request to: 
jabramo@ifh.rutgers.edu

With input from meeting participants, the following tool was designed: 

Mollica, R. & Hendrickson, L. (2006). Money Follows the Person Modeling Tool.  New 
Brunswick, NJ: Rutgers Center for State Health Policy & National Academy for State 
Health Policy: Community Living Exchange. 

Narrative available at:
http://www.nashp.org/Files/Modeling_Tool_narrative_v_3_4_11.8.doc
Spreadsheet available at: http://www.nashp.org/Files/MFP_cost_calculator_3.4_final.xls

4 Paper for talk: Hendrickson, L. & Reinhard, S. (2006). Money Follows the Person: State Approaches to 
Calculating Cost Effectiveness. New Brunswick, NJ: Rutgers Center for State Health Policy & National Academy
for State Health Policy: Community Living Exchange. Available at: 
http://www.cshp.rutgers.edu/cle/Products/MFPCalcCostEffectivenessWEB.pdf
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Background material 

Medstat. (2006). Distribution of Medicaid Long-Term Care Expenditures for A/D Services: 
Institutional vs. Community-Based Services, FY 2005.  Available at: 
http://www.hcbs.org/files/94/4693/FY2005InstComm.xls (A/D tab). 

New Jersey Global Budget Law http://www.njleg.state.nj.us/2006/Bills/A3000/2823_R1a.PDF

Massachusetts Choices for Care Law http://www.mass.gov/legis/laws/seslaw06/sl060211.htm
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Agenda

Money Follows the Person:  Systems Design Learning Collaborative 

Invitational Forum for 

MFP System Change Architects 

Financing and Budgeting 

September 11-13, 2006
Phoenix Inn 

Olympia, Washington 

Background

Designing state systems that promote “Money Follows the Person” (MFP) goals requires 
vision, leadership, and technical expertise.  The Rutgers CSHP/NASHP technical assistance team
supports and stimulates this vision, leadership and expertise through a Learning Community 
for MFP System Change Architects. Through our technical support and consultation, we will 
advance pro-active collaboration among these leaders to develop and implement sound and 
creative MFP policies and programs. The best ideas will come through shared learning that 
acknowledges the unique needs of each state, while taking full advantage of the experiences and 
knowledge of other states. 

The MFP Systems Design Learning Collaborative will bring together the MFP grantees
and guests in a series of invitational forums that focus on specific MFP design elements.  With
the assistance of MFP National Advisors, we will shape interactive agendas for the following: 

MFP Systems Design Learning Collaborative Forums 

June 13-15, 2006 Seeking Potential MFP Participants 
    Princeton, New Jersey
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September 11-13, 2006 Financing and Budgeting for MFP 
    Olympia, Washington

January 23-25, 2007 Nursing Home Transition Process 
    Austin, Texas

April 24-26, 2007 Local Delivery Systems and Accessing Services 
San Diego, California 

July 24-26, 2007 Quality Assurance and Improvement 
    Portland, Maine

September, 2007 Tracking and Evaluation 
    TBD

Forum II:  Financing and Budgeting for MFP Programs 

This second forum focuses on the financing and budgeting aspects of state MFP initiatives.  To 
improve states’ ability to support programs that assist people in nursing homes and other 
institutions to move to other settings, this technical assistance meeting seeks to meet the 
following objectives:

Support the  MFP Learning Community to share ideas and tools to promote MFP across the 
states.

Define MFP models for promoting community living. 

Identify opportunities for states to invest in MFP programs through provisions of the 2005 
Deficit Reduction Act.

Discuss options for financing services for individuals who move from an institution to a 
community setting.

Share successes and challenges in using various financing tools. 

Identify gaps in current methods for financing and budgeting for MFP programs.

Discuss potential methods for closing unused institutional beds to reinvest in home and 
community based services. 
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Financing and Budgeting 

Date Monday, September 11, 2006 

3:00 – 4:00 p.m. Hotel check-in and Conference Registration 

4:00 – 5:30 p.m. Welcome to the MFP System Change Architects

Introductions
Overview of Agenda 
MFP System Change Architects (participants) list their MFP issues, 
concerns and achievements in their states concerning financing

Susan Reinhard, Co-Director 
Rutgers Center for State Health Policy 

Robert Mollica 
Senior Program Director 
National Academy for State Health Policy

6:00 – 8:00 p.m. Dinner & Networking

Date Tuesday, September 12, 2006 

8:00 – 8:45 a.m. Breakfast

8:45 – 10:45 a.m. Global Budget/Pooled Financing Models

This session will discuss global or pooled budgeting; the process for 
projecting caseloads for programs included in the global budget process; 
the impact of changes in program policy; management practices to ensure 
spending does not exceed the appropriation; and the information systems
needed to support the process.

Kathy Leitch 
Administrator, Washington Aging and Disability Services Administration

   Kirsta Glenn
Executive Director, Caseload Forecasting Council 

Nick Lutes
Budget Analyst, Office of Financial Management

   Judy Fitzgerald
   Chief, Budget Office, Department of Social and Health Services 
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Bill Moss, Director, Home and Community Based Services Division
Aging and Disability Services Administration

   Kathy Marshall, Director, Management Services Division
Aging and Disability Services Administration

10:45 – 11:00 a.m. Break

11:00 – 12:30 p.m. Global Budget and HCBS Entitlement

This session will present details of the budget analysis and spending 
projections underlying Vermont’s “Choices for Care” Section 1115 
demonstration program which creates an entitlement to nursing home and 
waiver services for beneficiaries that meet the “highest need” criteria. 
Applicants for nursing home and waiver services who meet high need and 
moderate need criteria are served as funds are available. What data did the 
Department of Disability, Aging and Independent Living use to estimate
total spending? How will spending be monitored to determine the 
availability of funds for high and moderate need applicants? What 
questions were asked by CMS and how was the Department able to 
convince decision makers to approve the demonstration?

Joan K. Senecal, Deputy Commissioner
Vermont Department of Disability, Aging and Independent Living 

12:30 – 1:15 p.m. Lunch

1:15 – 3:00 p.m. Using Institutional Funding to Pay for HCBS

The initial Money Follows the Person concept allows funds appropriated 
for nursing home care to be used to pay for home and community based 
services for Medicaid beneficiaries who move from a nursing home to the 
community. Participants will learn about the process for implementing this 
policy; the impact of waiting lists for HCBS; the impact on nursing home
utilization and spending; and potential incentives for consumers to enter a 
nursing home in order to receive waiver services.

Marc Gold
Texas Department of Aging and Disability Services 

3:00 – 3:15 p.m. Break

3:15 – 4:15 p.m. Crossing Cultures – Harmonizing Program and Budget Priorities

Expanding HCBS raise tensions between program managers seeking more
choice for people with disabilities and budget staff worried about revenue 
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limitations, spending priorities, potential backfilling of institutional beds, 
woodwork effects and cost effectiveness. What information do budget 
offices need to support the expansion home and community based services 
programs?

This interactive discussion allows policy and budget participants to share
different perspectives and test assumptions about the impact of expanding 
HCBS on spending growth; to discuss the level of data and information
needed to make budget decisions; and the limitations of existing data 
systems/research to answer certain questions.

   Leslie Hendrickson
   Rutgers/NASHP Technical Assistance Collaborative

4:15 – 5:00 p.m. MFP DRA Proposals

Participants will have an opportunity to discuss issues related to the RFP 
for the Money Follows the Person Demonstration program.

6:00 – 8:00 p.m. Dinner

Date Wednesday, September 13, 2006 

8:00 – 8:30 a.m. Breakfast

8:30 – 10:00 a.m. Reducing Institutional Capacity

This session will discuss strategies states use to close beds in institutions 
through financial incentives and bed buy outs.

Stephen Smith
Indiana Division of Disability, Aging and Rehabilitation Services 

Robert Held
Minnesota Department of Health

10:00 – 10:30 a.m. Planning for the MFP Learning Collaborative Forum on the Nursing 
Home Transition Process in Austin, Texas in January, 2007. 

   Participant ideas and feedback
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Wayne Anderson 
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Aging & Disabilities Services Administration 
Washington State Department of Social and  
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Budget and Cash Management Director
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Fax: 517-241-2345 
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Aging and Community Services Robert Held 
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240 West State St, 9th Floor P. O. Box 64973
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Email: Nancy.Day@doh.state.nj.us Email: robert.held@state.mn.us

Denise Gaither Greg Hughes
Executive Assistant Chief Quality Assurance Unit
Aging and Disability Services Administration In-Home Operations 
Washington State Department of Social and California Department of Health Services 
   Health Services 1501 Capitol Ave, Suite 71
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Olympia, WA 98504 Phone: 916-552-9204 
Phone: 360-725-2262 Fax: 916-552-9149 
Fax: 360-407-0304 Email: ghughes@dhs.ca.gov
Email: gaithds@dshs.wa.gov

Dawn Lambert
Jim Giffin Policy Analyst
Financial Services Director Connecticut Department of Social Services
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25 Sigourney Street
Hartford, CT 06790 

103 South Main Street Phone: 860-424-4897 
Waterbury, VT 57671 Fax: 860-424-4850 
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Fax: 802-241-1363 
Email: Jim.Giffin@dail.state.vt.us Kathy Leitch 

Assistant Secretary
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Executive Director Washington State Department of Social and
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Olympia, WA 98504 Olympia, WA 98504
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Director, Promoting Independence Initiative Linda Luebbering 
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How Does the Budget 
Process in Washington 

State Facilitate 
Rebalancing?

Presentation by Kirsta Glenn
Executive Director of the Washington State 

Caseload Forecast Council
September 12, 2006

Background on the Caseload 
Forecast Council

CFC was created in 1997 with the 
mandate of producing statewide 
entitlement caseload forecasts.

The CFC is a small independent agency 
that reports to a Council with both 
legislative and executive branch 
members.
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How does the Caseload 
Forecast Council fit into the 

state budget process?

Caseload 
Forecast
Council Governor’s

Budget

House & Senate
Biennial

Appropriations
Act

Compromise
BudgetNovember

February/
March

June

Entitlement Forecasts:

100%2,170,476Total

0.04%844Juvenile Rehabilitation

0.30%5,952
Medicaid Personal Care 

Services

0.80%17,630Foster Care & Adoption Support

1.20%27,088Public Assistance

2.10%44,623Adult Corrections

2.20%48,623Long-Term Care

39.90%866,578Medical Assistance

53.40%1,158,939Common School

Percent of
Total

Average 2005
Monthly
Caseload

The provision of state entitlements involves about 3/4 of state general fund spending.
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Why was the Caseload 
Forecast Council Created?

State agencies used to provide 
caseload forecasts for their 
programs.

Lack of understanding of forecast 
process
Lack of participation of all users

Legislators and their staff questioned 
forecasts leading to disagreements 
on forecasts used in budget process.

Principles underlying the 
creation of the Council:

Independent – reports to a joint executive, 
legislative council.

Unbiased – reports to a council with not only 
executive and legislative members, but from both 
political parties.

Inclusive – process to develop forecasts involves 
legislative, agency, and OFM staff.

Open and Transparent – Council meetings are 
open to the public, information on forecasts and 
process are available on the Internet.
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Technical Workgroup Process
Organized by program area (medical assistance, K-12 

education, corrections, etc.)

Participants include 
Legislative and executive fiscal analysts 
Program experts (i.e. Medicaid, Corrections, etc) 
DSHS and OFM forecasting analysts and
CFC staff

All major decisions affecting the forecast are made in or 
reviewed by the technical workgroup

Technical workgroups – meet several months 
before Council meeting:

Review forecast tracking
Identify changes in forecast drivers

Demographic
Changes in external environment
Federal policy changes
Departmental policies

Estimate any legislative policy impacts
Review and revise forecast models
Compare alternatives, agree on new 
forecast
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Long-Term Care
caseload forecasts
Washington State
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-

5,000

10,000

15,000

20,000

25,000

30,000

35,000

40,000

45,000

50,000

FY
19

94

FY
19

95

FY
19

96

FY
19

97

FY
19

98

FY
19

99

FY
20

00

FY
20

01

FY
20

02

FY
20

03

FY
20

04

FY
20

05

FY
20

06

Home and Community Services

Nursing Homes



6

Nursing home FTE have been declining in 
Washington since mid -1992.
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Nursing home FTE 
Declining at a rate of about 
438 a month. 

Nursing home residents as a 
percent of 65+ population.

42 Washington 2.7%
43 New Mexico 2.6%
44 Florida 2.4%
44 Rhode Island 2.4%
44 Utah 2.4%

47 Oregon 1.8%
48 Nevada 1.7%
49 Arizona 1.6%
49 Hawaii 1.6%
51 Alaska 1.4%

Kaiser Family Foundation: 2003 data.
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Total long-term care population likely to 
experience strong growth in future.
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Nursing home growth

Total long-term care growth 65+ population growth

Growth in long-term care services has outpaced 
population growth in Washington State.

Average fiscal year growth between 2000 and 2006
Nursing homes -2.4%
Home and community based services 4.3%
Total Long-term care 2.3%
65+ population 1.4%
Under 65 population 1.3%
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Long Term Care

Forecasts
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Long Term Care
Nursing Homes

Age 65 Plus
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Long Term Care
Home and Community Services

Age 65 Plus
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Conclusions:

Long-term care growth is determined by
• Growth in population
• Growth in use of care (population penetration)

Nursing home penetration still has room 
to decline in Washington state
Increase in 65+ population, use of long-
term care services, and decline in nursing 
home residents would all put pressure on 
home on community services.





































Global Budget and HCBS Entitlement: Vermont Materials 

Online materials: 

Vermont Department of Aging and Disabilities. (2003, October 1). The Vermont Long-Term 
Care Plan: A Demonstration Waiver Proposal to the Centers for Medicare & Medicaid 
Services. Available at:
http://www.dad.state.vt.us/dail/1115Waiver/VTLTCWaivernoappendices.pdf  [pp. 1-13 
included in meeting packet] 

Vermont Department of Aging and Disabilities. (2004, May 7). Vermont 1115 Demonstration 
the Vermont Long-Term Care Plan: Revised Budget Neutrality Projections: May 7, 2004.
Available at: http://www.dad.state.vt.us/1115Waiver/VTLTCPlan5704.pdf

Printed materials: 

Vermont’s Choices for Care 1115 Demonstration Waiver: Services by Eligibility
Group (1 page) 

Figures (4 pages): 

Total Nursing Facility Residents: January 1994 to June 2006 

Choices for Care: Medicaid Nursing Home Residents and Home & Community-Based
Participants--July I, 2006 Changes (Yellow) Needed to Achieve 60/40 Balance 

Choices for Care: Total Number of Enrolled Participants October 2005 – August 2005 
(excludes moderate needs group) 

VT Nursing Facility Resident Days--Total & Medicaid 2000 – 2006 

Vermont Monthly Monitoring FY06 (3 pages) 

50



















Using Institutional Funding to Pay for HCBS: Texas Materials 

Online materials 

Promoting Independence Plan: http://www.dads.state.tx.us/business/pi/independence_plan.html

Promoting Independence Reports: 
http://www.dads.state.tx.us/business/pi/piac_reports/index.html

Legislative appropriations request for fiscal 2008 & 2009 from Department of Aging and 
Disability Services: http://cfoweb.bdm.dhs.state.tx.us/lar/2008_09/DADS 08-09 LAR
Vol 1.pdf  [pp. 93-95; 145-151; 155-156 handed out (numbers refer to those printed on 
bottom center of pages, .pdf pages are 102-104; 154-160; 164-166)] 

Printed materials: 

Texas Department of Aging and Disability Services Presentation (9 pages):
Gold, M.S. (2006, April 10). Texas Promoting Independence Initiative: Money Follows
the Person. 

Figures (3 pages) 

Community Care/Nursing Facility/Waiver Clients: Average Monthly Caseload 1980-
2007

Texas LTC Utilizers Per 1,000 75+ Population, 1980-2007 

Funding Growth for Services: Nursing Facilities and community Care, 1980-2007 

Interest List information (3 pages) 

Rider 28 Demographics as of May 31, 2006 (1 page) 

59



































Reducing Institutional Capacity: Indiana Notes 

Web site: http://www.in.gov/fssa/elderly/options/

Presenter—Steve Smith, Director, Director, Indiana Family & Social Services Administration's
Division of Aging5

Indiana spends about 77% of its aging budget on nursing homes, which are operating at 
around 80% capacity. 
As MBA, director Smith approaches this as a business problem, talking to facilities about
how they can change their business model to better address the demand for community-
based care. 

o Business pipeline—defining customer, thinking about future growth 
o New sources of revenue—from offering new services 
o Using capital efficiently—getting providers to see services as portfolio, rather 

than silo 
o Achieve rate of return with rebalancing—how to make new services profitable 

In addition to existing facilities, the department is also seeking potential new entrants to 
LTC service provision--growing in assisted living, adult day, adult foster care.  May be 
opportunities for entrepreneurship—including for women, minority groups.  Reaching 
out to diverse groups. 
Reducing the oversupply of beds through assistance with closure or conversion 

o Facilities wanting to close or convert must go through a proposal process that 
includes a transition plan. 

o Contract with AAAs or other third party to validate transition plan. 
o 3 milestones to meet before full payment—approved transition, closure, 

successful transition 
o Pay $25,000 for occupied Medicaid/dual certified bed; $10,000 for unoccupied 

Medicaid/dual certified bed.  Also, $15,000 for real estate portion. 
o Most proposals thus far are closures. 
o Moratorium on new bed development. Considering allowing bed trading for 

facilities that want to upgrade quality. 

5 The following notes on Smith’s presentation were written by Jennifer Farnham, based on notes taken at the
meeting.
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Reducing Institutional Capacity: Minnesota Materials 

Online materials 

Minnesota Department of Human Services. (2006, July 19). Bulletin: Nursing Facility Policy 
Changes in 2006 Legislation. Available at: 
http://www.dhs.state.mn.us/main/idcplg?IdcService=GET_FILE&RevisionSelectionMet
hod=LatestReleased&Rendition=Primary&allowInterrupt=1&noSaveAs=1&dDocName=
dhs_id_059224  [pp. 8-14 included in meeting packet] 

Minnesota Department of Human Services. (2006, June). Status of Long-Term Care in 
Minnesota 2005: A Report to the Minnesota Legislature. Available at: 
http://www.dhs.state.mn.us/main/groups/aging/documents/pub/dhs_id_059536.pdf

Printed materials: 

Minnesota Nursing Facility Rates & Policy Division Presentation (4 pages) 
Held, R. (2006, September 13). Minnesota Strategies: Nursing Facility Rightsizing 

77
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Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Minnesota Strategies
Nursing Facility Rightsizing

Money Follows the Person
Robert Held

September 13, 2006

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Goal

Minnesota’s goal is to re-balance 
LTC – to shift the location where 
LTC is provided and where the 
funding goes, from institutions to 
home and community settings. 

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Historical Context

• 1970s - Certificate of Need
• Recognition that Minnesota is extremely 

overbedded (91.2 beds per 1000 in 1987)
• Early 1980s –

CON repealed, Moratorium on new nursing 
home beds enacted
Pre-admission screening
Funding for HCBS

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Historical Context

• 2001 - Long-Term Care Task Force 
Gaps analysis
Community Services Service Development 
Grants
Enhanced PAS - LTC Consultation
Refinements to HCBS programs

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Bed Closure Incentives

• 2000 – Layaway
• 2001 to 2003 Planned Closure
• 2004 Planned Closure Incentive re-

instated
• 2005 – Single Bed Incentive
• 2006 – Planned Closure Incentive 

increased

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Layaway

• Allows facility to remove beds from active 
service without permanently losing the bed

• Bed must remain in layaway for at least 
one year

• Layaway for up to 5 years, then it’s gone 
permanently
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Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Layaway Benefits

• Property rate reallocation (would average 
about $12 per resident day if half of beds 
are put in layaway)

• No surcharge or licensure fees – about 
$3000 per year

• Bed holds
• Getting used to operating with fewer beds
• Benefits apply also if bed is de-licensed

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Layaway Policy Issues

• Fiscal note
We want to shift care, but, if you close beds, 
the fixed costs remain
If you close an entire facility, residents are 
relocated
Where are the savings?
Fewer beds leads to diversions

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Planned Closure
• Goal is to close obsolete beds in 

overbedded areas
• Layers on top of layaway
• Permanent de-licensure of beds, or of 

entire nursing facility
• Must coordinate with local planning
• Subject to department approval
• Closure remains voluntary, but approval 

expires after 18 months if not acted on

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Planned Closure -
Benefits

• Planned closure rate adjustment = 
# beds closed
Times $2080 / bed (PCRA Factor)
Divided by # beds receiving rate adjustment 
times 365
= $5.70 per resident day if half of beds are 
closed

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Planned Closure –
Policy Issues

• Fiscal note - What is the purpose of 
planned closure? 

to bring about closures, or 
to ease a transition that will occur anyhow?

• Did the incentive work
Goal was to close 5040 beds
Approvals granted for 4900 beds

• Were there savings?
Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Planned Closure 
Incentive Reinstated

• Negotiated - PCRA Factor conditioned on 
no added cost to the state

• Determined by formula, considering
Case load savings
Increased HCBS costs
Loss of surcharge revenue
PCRA Factor limited to $2080
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Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Single Bed Incentive
• Layers on top of layaway and planned closure
• Added incentive when the closure of a bed 

results in creation of a new single bed room
• Single bed incentive (per resident day payment 

rate increase = 
20% 
Times number of new singles
Divided by number of active beds on 7/1/2005
Would average about $13 per resident day if half of 
beds are closed

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Planned Closure 
Incentive Increased

• PCRA Factor no longer limited to $2080
• Negotiated subject to no added cost to the 

state, cumulatively
• Very complex to implement
• Transparency vs. negotiation

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

What is the right strategy?

• Build HCBS,
• Relocate nursing home residents, or
• Downsize the nursing home industry?

ALL THREE!

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Minnesota / US 
Comparison -

Number of beds

Minnesota
1987 – 48,307
1995 – 47,181
2003 – 39,530
2005 – 37,182

Average annual 
change ’98 to ’03 = 
-1.37%

US
1995 – 1,751,302
2003 – 1,756,699

Average annual 
change ’98 to ’03 =           
+0.03%

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Minnesota / US 
Comparison – Beds 
per 1000 age 65+

• Minnesota
1987 – 91.2
1995 – 82.0
2003 – 64.2
2005 – 59.3

Average annual 
change ’98 to ’03 = 
-2.24%

• US
1995 – 51.9
2003 – 48.9

Average annual 
change ’98 to ’03 = 
-0.66%

Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Minnesota / US 
Comparison – Beds 
per 1000 age 85+

• Minnesota
1987 – 745.3
1995 – 611.4
2003 – 407.7
2005 – 365.4

Average annual 
change ’98 to ’03 = 
-3.68%

• US
1995 – 475.8
2003 – 372.3

Average annual 
change ’98 to ’03 = 
-2.69%
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Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Nursing Home Days

Annual MA Paid NF Days
1995-2005
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Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

NH Beds in Minnesota

Nursing Home Beds
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Trend in Number 
of NH Beds

Projected NH Beds Available
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Trend in Need 
for NH Beds

Projected NH Beds Needed
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Projected Need 
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Nursing Facility Rates & Policy DivisionNursing Facility Rates & Policy Division

Rebalancing

Percent of Public Long-Term Care Dollars Spent on Institutional 
vs. Community Care

for Elderly in Minnesota
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