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project will be determined by dividing the cost of the renovation/improvement project by the
accumulated depreciation per bed of the facility's existing beds immediately before the
renovation/improvement project The equivalent number of new beds will be used to
determine the weighted average age of all beds for this facility.

Major renovation/improvement costs must be documented through cost reports, depreciation
schedules, construction receipts or other auditable records. Costsmustbaoapimlimdm
compliance with the Medicare provider reimbursement manual in order to be considered in

a major renovation/improvement project The cost of the project shall only include the cost of
items placed into service during a time period not to exceed the previous 24 months priorto &
re-aging. Entities that also provide non-nursing ficility services or conduct other non-nursing
facility business activities must allocate their renovation cost between the nursing facility and
non-nursing facility buginess activities. Documentation must be provided to the Department
or its designes to substantiste the accuracy of the allocation of cost. If sufficient
documentation is not provided, the renovation/improvement ptoject will not be used to re-age
the nursing facility.

Weighted average age changes as a result of replacements/ improvements and/or new bed
additions must be requested by written notification to the Department prior to the rate
effective date of the change and separate from the snnual cost report. The written notification
must include sufficient documentation as determined the Department. All valid requests will
become part of the quarterly case-mix FRV rate calculation beginning January 1, 2007.

Pass-Through Component of the Rate,

A

e nursing facility’s per diem property tax and property insurance cost is determined by dividing
facility’s property tax and property insurance cost during the base year cost reporting period
y the facility’s actual total resident days. These costs shall be trended forward from the

idpoint of the facility’s base year cost report period to the midpoint of the rate year using the
factor. The pass through rate is the sum of the facility’s per diem property tax and property
ce cost trended forward plus the provider fee determined by the Department of Health and
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