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In the matter of:

FINAL RULING NO. 2009-58
December 11, 2009

Health Care Provider Tax refund denial for
_LLC for the periods August 1, 2007 to May 31, 2008

FINAL RULING

The Kentucky Department of Revenue has denied net refund requests in the amount of
_ plus applicable interest as depicted in the chart below.
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, LLC (4 ") provides housing and healthcare services

consisting of adult day health, assisted living and nursing services to older adults.

filed amended Health Care Provider Tax Retums for the applicable periods
requesting credit letters for “conversion days”, a term used by the industry but appearing
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nowhere in the health care provider tax statutes. “Conversion days” exist in situations where
one individual resides in one bed in a room and the remaining bed is paid for on that
individual’s behalf to keep it unoccupied.

Ar issue is whether the revenue from unoccupied beds held as unavailable and termed
“conversion day” beds should be included in s gross revenue and subject to the health
care provider tax.

Il coriends thar the unoccupied beds at issue should not be included in the
calculation of tax due and that only beds with patients should be counted. [JJjjjjfurther
contends that the basis of the tax is the number of “non-Medicare patient days”, not the revenue
generated.

KRS 142.361 (1)(b) states:

The base for the assessment shall be determined on July 1 of each year, beginning
on July 1, 2004, by dividing total gross revenues received by all nussing facilities
for nursing facility services during the prior fiscal year by the total patient days for
all nursing facilites attributable to nursing facility services during the prior fiscal
year. The resulting amount shall be the base for the assessment imposed under
this subsection, and shall be called “average daily revenue per patient bed.”

(Emnphasis added))

It is the Depantment of Revenue’s position that the term “total gross revenues” as used
in KRS 142.361 includes all revenues received from patient beds, irrespective of actual bed
occupancy. The statute does not differentiate between a bed that is occupied by a patient and a
bed that is still generating revenue, but reserved for a patient who is physically elsewhere for a
time.

Based upon the foregoing, the net Health Care Provider tax refund of S| (Plus
applicable interest) was properly denied.
This letter is the final ruling of the Department of Revenue.
APPEAL

You may appeal this final ruling to the Kentucky Board of Tax Appeals pursuant to the
provisions of KRS 131.110, KRS 131.340-131.365, 103 KAR 1:010 and 802 KAR 1:010. If you
decide to appeal this final ruling, your petition of appeal must be filed at the principal office of the
Kentucky Board of Tax Appeals, 128 Brighton Park Boulevard, Frankfort, K entucky 40602-2120,
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within thirty (30) days from the date of this final ruling. The rules of the Kentucky Board of Tax
Appeals, which are set forth in 802 K AR 1:010, require thar the petition of appeal must:

Be filed in quintuplicate;

Contain a brief statement of the law and facts in issue;

Contain the petitioner’s or appellant’s position as to the law and facts; and
Include a copy of this final ruling with each copy of the petition of appeal.

CRwNe

The petition of appeal must be in writing and signed by the petitioner or appellant. Filings
by facsimile or other electronic means shall not be accepted.

Proceedings before the Kentucky Board of Tax Appeals are conducted in accordance with
103 KAR 1:010, 802 KAR 1:010 and KRS 131.340-131.365 and KRS Chapter 13B. Formal
hearings are held by the Board conceming the tax appeals before i, with all testimony and
proceedings officially reported. Legal representation of parties to appeals before the Board is
governed by the following rules set forth in Section 2 (3) of 802 KAR 1:010:

1. An individual may represent himself in hearings before the Board;

2. An individual who is not an attorney may not represent any other individual,
COTpOration, trust, estate, or partnership before the Board; and

3. An artorey who is not licensed to practice in Kentucky may practice before the Board if he
complies with Rule 3.030(2) of the Rules of the Kentucky Supreme Court.

You will be notfied by the Clerk of the Board of the date and time set for any hearing,

Sincerely,

A ety

Interim Executive Director
Office of Legal Services for Revenue
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