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Non-State Government Owned (NSGO) Nursing Facility Supplemental Payments 
(Upper Payment Limit) FAQ’s 

 
Note: The Amended Clarification Notice issued on October 16, 2015 (see at the end of 
this FAQ) was based on CMS directives and discovery by OMPP of provider non-
compliance with the provisions of the supplemental payment agreements with The State 
of Indiana. The Clarification Notice and the FAQ’s below should not be considered a 
change to OMPP policy, but rather clarifications of existing policy. 

 
 

1) 
Question: 
Can a NSGO Nursing Facility (NF) have multiple “operating” accounts?  If multiple 
operating accounts are allowed, must each of these accounts be reflected on the general 
ledger reflecting facility operations and maintained by the Manager on behalf of the 
Operator?  
Answer: 
The supplemental payment agreement does not preclude a NSGO Nursing Facility 
from having multiple operating accounts. The accounts must be accessible (not 
restricted) to the nursing facility.   All operating accounts must be reflected on the 
balance sheet and the nursing facility must retain ultimate responsibility for the 
maintenance of accounts.  
 
2) 
Question: 
If a NSGO has multiple nursing facilities, can one operating bank account be used if a 
subsidiary ledger is kept to track funds by location? Or does each NF need to open a 
separate UPL account? 
Answer: 
One account is acceptable as long as 100% of the funds are maintained in the 
account for allowable nursing facility operating expenses.  The nursing facilities 
must have access to the funds (up to the amount allocated to each home) and a 
subsidiary ledger must be maintained by the NSGO NF. If the NF does not use the 
funds for allowable operating expenses, the total payment must be retained in the 
account until the close of the NF fiscal year end (FYE). 
 
3) 
Question: 
Can a NSGO nursing facility have more than one operating account for supplemental 
payments? 
Answer: 
Yes, as long as the operating accounts are not restricted and the NF has full access 
to the funds. 
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4) 
Question: 
Can the NSGO entity deposit the supplemental payment to the NF net of the IGT 
payment? 
Answer: 
No. The IGT payment must be made by the NSGO entity (hospital) and 100% of the 
supplemental payment must be available to the NF for allowable operating expenses 
until the close of the NF fiscal year. At the close of the FY, the NF may then remit 
the IGT portion back to the NSGO entity. 
 
5) 
Question: 
Some NSGO hospitals have requested that we seek clarification whether a NSGO 
hospital must hold the IGT portion of each quarterly supplemental payment in accounts 
accessible to its NFs for operating expenses until the end of the hospital’s fiscal year. 
Some NSGO hospitals use a line of credit to make IGTs. To avoid unnecessary interest 
expense these hospitals treat payments on the line of credit as operating expenses of 
each of its NFs.  
Answer:  
100% of the supplemental payment is to either be held in an operating account by 
the NF or the funds should be used for allowable NF operating expenses. When 
depositing the funds to the NF operating account, the NSGO entity may not 
withdraw the IGT portion of the payment prior to the end of the NSGO NF’s fiscal 
year.  If the NSGO hospital uses a line of credit to pay the IGT, the interest expense 
is not an allowable operating NF expense (either for rate-setting or using 
supplemental payment funds). At the end of the NF FYE, the NF may transfer the 
IGT portion to the NSGO entity. 
 
6) 
Question: 
Do supplemental payments for a previous state fiscal year (SFY) made in a subsequent 
SFY have to be held until the subsequent SFY? IE- does a payment that applies to 
October-December that is received in February have to be held until the following 
January?  
Answer: 
The supplemental payment agreement specifies that funds must be held until the 
close of the NSGO Nursing Facility current fiscal year. In this example, the 
agreement is signed and dated in February. Therefore, funds must be held until the 
following January, assuming a 12/31 fiscal year end. 
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7) 
Question: 
Can supplemental payment funds deposited into the NF operating account be used for 
capital expenditures? 
Answer: 
Funds may be used for allowable (patient care related) capital expenditures. 
 
8) 
Question: 
If Supplemental Payments and other cash receipts are commingled, how can it be 
determined that a capital expenditure has been funded with Supplemental Payment 
dollars rather than Net Patient Revenues? 
Answer: 
The situation described is fact-sensitive, and as such will be determined on a case by 
case basis. Subsidiary ledgers should be kept to track supplemental payment 
expenditures. 
 
9) 
Question: 
Are payments of management fees an allowable operating expense in which 
Supplemental Payment dollars may be used? 
Answer: 
Supplemental Payment funds may be used for management fees that are allowable 
under the rate setting regulations. 
 
10) 
Question: 
When are providers expected to adhere to the guidelines issued on September 3, 2015 and 
October 16, 2015? 
Answer: 
The December 2015 payment and forward must be in compliance (see the end of this 
FAQ for amended guidelines issued on October 16, 2015). 
 
11) 
Question: 
Paragraph 2 of the re-issued clarification of program payment agreement requirements 
(October 16, 2015) states that “NSGO hospitals” may not hold supplemental payment 
proceeds in accounts that are not accessible to the NF’s, i.e. the NSGO hospital must 
deposit 100% of the proceeds in one or more accounts that are available for operating use 
by the NF’s. We read this to mean that the NSGO hospital must be the owner of such 
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account and must designate the individuals who have the signatory authority to make 
transfers or write checks from such accounts. In other words, a NSGO hospital may hold 
a portion of the proceeds in one or more investment accounts (savings accounts, CDs or 
brokerage accounts) for which only officials of the NSGO hospital have signatory 
authority provided there is no restriction that prevents the hospital from transferring funds 
to each of its NFs checking accounts when needed for operating expenses. 
Answer: 
The nursing facility must be the owner of each account and have signatory authority 
and access to 100% of the supplemental payment funds. The NSGO hospital should 
not retain any payment funds, as 100% must be accessible to the NF. 
 
12) 
Question: 
Paragraph 4 of the re-issued clarification notice states that each NSGO NF may use 
supplemental payment proceeds to pay “allowable” operating expenses.  Under the rate-
setting criteria in the Indiana Administrative Code, costs applicable to services, facilities, 
and supplies furnished to an NSGO NF by an entity related by common ownership or 
control to the former provider must be included in the allowable cost of the NSGO 
provider at the cost to the former provider related entity (405 IAC 1-14.6-11), indicating 
that management fees, rent and intangible property royalty fees would be allowable 
nursing facility operating expenses for which the Supplemental Payment funds could be 
used.  However, Paragraph 4 continues on to state that “Non-operating expenses include 
…transfers to management companies or other parties other than management fees for the 
operation of the nursing facility”, which could be interpreted to contradict the operating 
nature of the rent and intangible property royalty fees. Due to the vagueness of the 
language regarding “transfers to other parties” and clear treatment of rent and intangible 
property royalty fees for cost reporting purposes, and the requirement that any such 
policy not contradict the clear language of the Indiana Administrative Code, we believe 
that rent and intangible property royalty fees would be allowable nursing facility 
operating expenses, consistent with management fees specifically addressed in paragraph 
4, for which Supplemental Payment funds could be used. 
  
Consistent with this interpretation, we do not read the rate-setting treatment of payments 
to a former provider related entity as a prohibition against a NSGO NF’s use of 
supplemental payment proceeds to pay the full amount of the rent, management fees and 
intangible property royalty fees due to a former provider related entity under the lease, 
management agreement and intangible property license agreement. 
Answer: 
Supplemental Payment funds may be used for Rent and management fees that are 
an allowable cost for rate setting purposes. Intangible royalty fees are not an 
allowable cost for rate setting and supplemental payment funds may not be used for 
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this purpose. 
 
 
13) 
Question: 
The hospital (NSGO) is required to hold/retain both the net UPL receipts (hospital share) 
and the IGT payment (total IGT amount) until the end of the hospital’s fiscal year.  Is this 
accurate?    
Answer: 
The nursing facility is required to hold 100% of the supplemental payment OR use 
the funds for allowable operating expenses. The retention of the funds must be 
100% of the payment, not the net after IGT payment or net after the NSGO entity 
percentage. 
 
 
14) 
Question: 
What is the purpose behind the holding of supplemental funds until the end of its fiscal 
year?   
Answer: 
This requirement was a CMS directive. The supplemental payments are for nursing 
facility services, and this requirement is to ensure that the funds are available to the 
NF for allowable NF operating expenses.  
 
15) 
Question: 
Are there any restrictions on either the nursing home net UPL or IGT amounts? 
Answer: 
The distribution of funds between the NF and the NSGO hospital prior to the NF 
FYE is not in compliance.  The funds remitted to the NF should not be netted with 
the IGT payment portion. 
 
 
16) 
Question: 
How should the hospital account for the various activities, both IGT submission as well 
as the required reserve of the IGT and Net UPL Share? 
Answer: 
100% of supplemental payments are to be deposited to a NF operating account. 
To ensure compliance, supplemental payment funds used for allowable operating 
expenses should be separately tracked using a subsidiary ledger. 
The IGT payment must come from the NSGO entity (hospital) account.  Funds 
should not be transferred to the NSGO hospital until the close of the NF fiscal year. 
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17) 
Question: 
How should the Nursing Home Net Share of the UPL be reflected in their financial 
statements?  
Answer: 
When supplemental funds are received, 100% should be reflected as such on the NF 
financial statements. 
 
 
 
 
 
 






