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(k) Effective July 1, 2012, the capital cost component of the rate for eligible residential
health care facilities will be adjusted to reflect the costs of the annual debt service
related to the financing of equipment and other capital improvements directly related to
the financing of an automatic sprinkler system that will be in compliance with the federal
regulations set forth in 42 CFR 483.70(a)(8). Facilities that submit a request to the
Commissioner and meet at least three of the following criteria, using financial
information obtained from the facility’s latest cost report and more recent financial
information provided by the facility, shall be eligible for such capital rate adjustment:

M Operating losses;

(ii) Negative unrestricted fund balances;

(i)  Documentation demonstrating the inability of the facility to obtain credit, at
current market rates, without the reimbursement treatment accorded
pursuant to this section ;

(iv)  Negative working capital;

(v) Less than 30 days of cash expense on hand;

(vi)  More than 30 days of revenue in accounts receivable;

(vii)  Cash flow statements and budget projections demonstrating material
deterioration in. fiscal stability of facility.

Eligible facilities will also be required to:

1) File the required certificate of need information with the Department of Health and
obtain any required certificate of need approvals.

2) Provide information documenting the costs of the sprinkler project and that such
costs are necessary to achieve compliance with the federal requlations set forth in
42 CFR 483.70(a)(8).
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3) Submit to the Commissioner, for review and approval, a schedule setting forth by
month the estimated debt service payable over the life of the financing. Such
schedule will be provided to the Commissioner at least 60 days prior to the due date
of the first debt service'payment (or such shorter timeframe as the Commissioner
may authorize). :

4) Deposit into a separate account maintained by the facility, Medicaid revenues
attributable to the capital rate adjustments for such sprinklers and any other
additional facility revenues needed to cover the scheduled debt service payments
attributable to such sprinklers. All such deposits in such account may only be used
solely for the purpose of satisfying such debt service payments.
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