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(2) The operating cost component of residential heaith care fadilities (RHCF's) rates
of payment effective for the January 1, 2007 through December 31, 2007 and
January 1, 2008 through December 31, 2008 rate periods, respectively, shall
consist of the sum of the Direct, Indirect and Non-Comparable components of
the rate

(1) in effect as of October 1, 2006 and adjusted for inflation to the 2007 rate

period; .

(2) in effect as of December 31, 2006 and adjusted for inflation to the 2008 rate
period; : _
(3) the rates shall be further adjusted as follows: :

i. a per diem add-on reflecting the proportional amount of each facllity’s
projected Medicaid benefit to total Medicaid benefit for all facilities of the
imputed rate methodology to be effective [January 1] April 1, 2009,
including use of the allowable operating costs as reported in each
facility’s 2002 calendar year cost report, adjusted for inflation to the
applicable rate period and reflecting the expiration of the productivity
and efficiency limitation and the fiscal and administrative cap
adjustments; and

ii. for those facilities which do not receive a benefit from the incorporation
of 2002 allowable operating costs, rates for 2007 and 2008 shall be
adjusted by a per diem add-on refiecting a proportional benefit of the
expiration of the productivity and efficiency limitation and the fiscal and
administrative cap adjustments.

(4) aggregate Medicaid payments for the rate adjustments as stated in (i) and

(if) of paragraph (3) of this section will not exceed $137.5 million for the

2007 rate period, and $167.5 million for the 2008 rate period.

(b) Additionally, the rates effective January 1, 2007 and January 1, 2008 shall

(1) include any revisions to the 2006 rates occurring on and after January 1,
2007. Such revisions shall be incorporated into the 2007 and 2008 rate
periods on an annual basis on or about November 30, 2007 and November
30, 2008, respectively. These rate adjustments shall be made on a
retroactive and prospective basis; :

(2) include the cost of local property taxes and payments made in lieu of local
property taxes as reported in each facility’s cost report for the period two
years prior to the rate period;
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(3) not be subject to case mix adjustments; however, a facility may request such
adjustment for increased case mix equal to or greater than .05 if such facility
submits supporting documentation based on a full house schedule of patient
review instruments, and continues to do so in accordance with it's existing
submission schedule for rate periods through December 31, 2008.

(¢) Voluntary not-for-profit facilities shall not be required to deposit reimbursement
received for depreciation expense into a segregated depreciation account for
periods on and after January 1, 2007.

(d) Effective [January] April 1, 2009, the operating component of rates of payment
shall consist of the sum of the Direct, Indirect and Non-Comparable components
based on allowable operating costs and statistical data as reported in each

facility’s cost report for the 2002 calendar year, adjusted for inflation on an
annual basis.

(1) For facilities which do not benefit from the use of 2002 cost report data, the
operating component of the rates shall not be less than the operating
component in effect for the 2008 rate period, adjusted for inflation on an
annual basis.

(2) For facilities with an operating cost component which is based on allowable
costs from a calendar year cost report subsequent to 2002, the rates shall
remain on such costs.

(3) Effective for the period January 1, 2007 through December 31, 2011,
appointment of a receiver, establishment of a new operator, or replacement
or renovation of an existing facility that occurs on or after January 1, 2007,
shall not result in a revised operating component of the rates uniess an
application for these changes is filed with the Department of Health by
December 31, 2006, which is subsequently approved and which otherwise

meets existing Department criteria for the establishment of a new base year
for rate-setting purposes.
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