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5.400 DIRECT CARE PAYMENT PARAMETERS 

5.410 Labor Factors 

For each labor region, the labor factor shall be a three-year, moving average of the factors from the most recent cost period 
and the two immediately preceding cost periods. 

County Labor County Labor 
Factor Factor 

Adams 0.956 Marathon 1.037 

AsWand 0.956 Marinette 0.956 

Barron 0.956 Marquette 0.956 

Bayfield 0.956 Milwaukee 1.076 

Brown 0.969 Monroe 0.956 

Buffalo 0.956 Oconto 0.969 

Burnett 0.956 Oneida 0.956 

Calumet 1.000 Outagamie 1.000 

Chippewa 0.965 Ozaukee 1.076 

Clark 0.956 Pepin 0.956 

Columbia 1.090 Pierce 1.155 

Crawford 0.956 Polk 0.956 

Dane 1.090 Portage 0.956 

Dodge 0.956 Price 0.956 

Door 0.956 Racine 1.003 

Douglas 1.073 RicWand 0.956 

Dunn 0.956 Rock 1.090 

Eau Claire 0.965 Rusk 0.956 

Florence 0.956 St. Croix 1.155 

Fond duLac 0.926 Sauk 1.090 

Forest 0.956 Sawyer 0.956 

Grant 0.956 Shawano 0.956 

Green 0.956 Sheboygan 1.034 

Green Lake 0.956 Taylor 0.956 

Iowa 1.090 Trempealeau 0.956 

Iron 0.956 Vernon 0.956 

Jackson 0.956 Vilas 0.956 

Jefferson 0.956 Walworth 0.956 

Juneau 0.956 Washburn 0.956 

Kenosha 1.040 Washington 1.076 

Kewaunee 0.969 Waukesha 1.076 

La Crosse 1.025 Waupaca 0.956 

Lafayette 0.956 Waushara 0.956 

Langlade 0.956 Winnebago 0.998 

Lincoln 0.956 Wood 0.956 

Manitowoc 0.956 Menominee 0.956 
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Calculation of 3-Year Moving Average for SFYll Nursing Home Labor Factors by Region 

Labor 
Factors 

Labor 

Re2ion 

A 
SFY08 

Final 

B 

SFY09 

Final 

C 
SFYIO 

Base 

D 
SFYIO 

Final 

E 
SFYll 

Base 

F=B+D+E/3 

SFYll 

Final 

Rural 0.957 0.956 0.954 0.956 0.957 0.956 

Minneapolis 1.142 1.150 1.165 1.152 1.164 1.155 

Duluth 1.038 1.053 1.097 1.063 1.104 1.073 

Eau Claire 0.978 0.983 0.953 0.971 0.941 0.965 

La Crosse 1.035 1.035 1.034 1.035 1.006 1.025 

Wausau 

Madison 

Janesville 

Racine 

Kenosha 

Green Bay 

Sheboygan 

Milwaukee 

Appleton 

Oshkosh 

FondDu Lac 

1.044 

1.082 

1.082 

0.993 

1.039 

0.984 

1.034 

1.078 

1.002 

1.021 

0.937 

1.036 

1.083 

1.083 

0.990 

1.035 

0.981 

1.039 

1.077 

0.999 

1.014 

0.941 

1.035 

1.090 

1.090 

1.000 

1.028 

0.975 

1.037 

1.066 

1.000 

1.007 

0.949 

1.038 

1.085 

1.085 

0.994 

1.034 

0.980 

1.037 

1.074 

1.000 

1.014 

0.942 

1.036 

1.103 

1.103 

1.026 

1.051 

0.945 

1.027 

1.076 

1.000 

0.965 

0.896 

1.037 

1.090 

1.090 

1.003 

1.040 

0.969 

1.034 

1.076 

1.000 

0.998 

0.926 
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5.420 Case Mix Weights 

Level of Care Case Mix Weie:ht 
DD3 1.07 
DD2 1.51 

DD1A1DDlB 1.94 
DD Bedho1d 1.07 

Ventilator 3.89 

RUGs Group Case Mix WeilZht 
SE3 2.10 
SE2 1.79 
SE1 1.54 
RAA 1.07 
RAB 1.24 
RAC 1.31 
RAD 1.66 
SSA 1.28 
SSB 1.33 
SSC 1.44 
CAl 0.95 
CA2 1.06 
CBl 1.07 
CB2 1.15 
CCI 1.25 
CC2 1.42 
IA1 0.67 
IA2 0.72 
IBl 0.85 
IB2 0.88 
BA1 0.60 
BA2 0.71 
BBI 0.82 
BB2 0.86 
PAl 0.59 
PA2 0.62 
PBl 0.63 
PB2 0.65 
PCl 0.81 
PC2 0.83 
PDl 0.89 
PD2 0.91 
PEl 0.97 
PE2 1.00 

RUGs Bedho1d 0.25 
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Attachment 4.19D 

5.421	 Source of the RUGs Case Mix Weights from Various Reporting Periods 

Reporting Period Picture Date Data Available as of Date: 
Jan 2008 - Mar 2008 Mar 31,2008 May31,2010 
Apr 2008 - Joo 2008 Joo 30,2008 May3l,2010 
Jul 2008 - Sep 2008 Sep 30, 2008 May3I,201O 

Oct 2008 - Dec. 2008 Dec. 31, 2008 May 31,2010 
Jan 2009 - Mar 2009 Mar 31,2009 May 31, 2010 
Apr 2009 - Joo 2009 Joo 30,2009 May 31,2010 
JuI. 2009 - Sep 2009 Sep 30, 2009 May3l,2010 

Oct. 2009 - Dec. 2009 Dec 31, 2009 May3l,2010 

5.422 Source of the Reimbursement Period Case Mix Index 

Picture Date Data Available as of Date: Rate Effective Date 
Dec 31, 2009 May31,2010 JulI,201O 
Mar 31, 2010 Aug 31, 2010 Oct 1,2010 
Joo 30, 2010 Nov 30, 2010 Jan 1,2011 
Sep 30, 2010 Feb 28, 2011 Apr 1, 2011 

5.430	 Direct Care Base 
Nursing Facilities ICFsMR 

The Nursing Services Base is $70.13 $65.11 
The Other Direct Care Supplies and Services Base is $11.73 $14.05 

5.450 Statewide Employee Meal Allowance 
The statewide employee meal allowance is $4.25 

5.460 Behavior/Cogitative Impairment Incentive 
The Base for the Behavior/Cogitative Impairment Incentive is $0.12 

5.500	 SUPPORT SERVICES PAYMENT PARAMETERS 

5.510	 Support Services Target 
Nursing Facilities ICFsMR 
$45.60 $43.56 

5.700	 PROPERTY TAX PAYMENT PARAMETERS 

5.710	 Real Estate Tax and Municipal Fees Inflation Rates 

1. Inflation for real estate taxes = 0.7% 
2. Inflation for municipal fees = 0.7% 

5.800	 PROPERTY PAYMENT PARAMETERS 
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5.810	 Service Factors 

1'1 7.5% of equalized value (after adjustments under Sections 3.53 1(a) and (b) 

5.820	 EQUALIZED VALUE 

5.821 URC maximum:	 $75,900 

5.823	 Qualified for Section 4.920 Total replacement 
URC Maximum $135,000 per licensed bed 

5.830	 Cost Share Value 

a.	 Cost Share Value: 20% 

b.	 Cost Share Value for nursing facilities with 50 or fewer beds for rate setting referenced in Sections 3.040, including any 
distinct part ICF-=MR or distinct part IMD units in the total facility. 40% 

c.	 Cost Share Value for facilities that qualify for 4.920(1) Total Replacement. 100% 

5.900	 OTHER PAYMENT PARAMETERS 

5.920	 Exceptional MedicaidlMedicare Utilization Incentive 

Min Max Incentive Incentive Incentive 

MM% MM% >50 Beds <=50 Beds City of Milw. 

95.00% 100.00% 2.70 4.20 4.60 

90.00% 94.99% 2.45 3.65 4.00 

85.00% 89.99% 2.20 3.10 3.40 

80.00% 84.99% 1.90 2.50 2.75 

75.00% 79.99% 1.70 2.00 2.20 

70.00% 74.99% 1.50 1.50 1.65 
Beds referred to in this table are beds for rate setting. 

5.930 Private Room Incentive 
Base allowance for the private room incentive = $1.00 
Replacement allowance for the private room incentive = $2.00 

5.940	 Medicaid Access Incentive 

5.941	 Nursing Facilities = $9.65 

5.942 ICFIMR Facilities = $28..42 
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5.950	 Specialized Psychiatric Rehabilitation Services 
Specialized Psychiatric Rehabilitation Services $9.00 per qualifying resident per day 

Section 5.970	 Behavioral Add-On Categories 

Section E1. Indicators of Depression, anxiety, Sad Mood 

Variable
 
Weighting Factor
 

Eld. Persistent Anger 3 
Elh. Repetitive health complaints 3 
Eli Repetitive anxious complaints 3 
Eln Repetitive physical movements 3 

Section E2. Mood Persistence 

no mood indicators o 
easily altered 1 
not easily altered 2 

Section E4. Behavioral Symptoms 

E4a Wandering 3 
E4b Verbally abusive behavior 3 
E4c Physically Abusive Behavior 3 
E4d Socially Inappropriate/Disruptive 3 
E4e Resists Care 3 

Section P2. Intervention Programs 

P2a Behavior Symptom Evaluation 3 
P2b Evaluation by a Licensed MHP 3 
P2c Group Therapy 3 
P2d Resident Specific 3 

Other IndicatorsApply if Preliminary Behavior Score derived from the Weights above is greater than One 

G Ie	 Locomotion on Unit - Self Performance 

Independent = 0 score is 3 

Supervision = 1 score is 2 

Limited Assistance = 2 score is 1 

Section PI	 Special Treatments 

Plam AODA 
Plar Community Skills Training 
J5a Condition Unstable 
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SECTION 6.000 MEDICAID NURSING HOME PAYMENT RATE METHODS ADDENDUM FOR STATE PLAN 
PURPOSES 

6.100 COST FINDING AND REPORTING 

6.110 Provider Cost Reports 
All NF and ICF-MR facilities, which are certified to participate in the Medicaid program, must complete the unifonn cost 
report prescribed by the Department. Completed cost reports must be submitted to the Department normally no later than 
three months after the close of each cost reporting period. An additional 30 days may be allowed to facilities that have a 
certified audit completed for the period of the cost report. A copy of the audit report including certified fmancial statements 
and notes thereto must be submitted with the cost report. The cost of central administrative services generally are to be 
reported using the Department's home office cost allocation report, a Medicare cost allocation report, or another cost 
allocation report acceptable to the Department. 

The cost reports, which will be based on the unifonn chart of accounts approved by the Department, must be completed in 
accordance with generally accepted accounting principles (GAAP) and the accrual method of accounting. The Department 
may allow exceptions to reporting under certain specific accounting standards. Facilities under 30 beds may be exempted 
from accruing certain items. Governmental institutions nonnally operated on a cash method of accounting may use this 
method, if they so desire. 

Also see Section 1.170 of this Methods regarding cost reporting requirements. 

6.120 Cost-Finding Method 
The cost-fmding method used by NF and ICF-MR facilities is described in the cost report. The cost report requires basic cost 
and statistical information used in the calculations of the payment rates. 

6.130 Actual Costs Considered 
The Methods referenced in this Methods are intended to take into account the reasonable, actual costs of nursing home 
services and to provide rates which will be adequate to reimburse the actual allowable costs of a facility that is economically 
and efficiently operated. This level is determined from study and analysis of cost reports submitted by facilities. Such an 
analysis may include the use of representative sample of facilities' cost reports. 

6.200 AUDITS 

6.210 General 
The Department will periodically audit cost reports submitted by nursing home providers and the related fmancial and 
statistical records of the providers. The providers selected for on-site audit and the scope of the on-site audit will be 
determined by: (1) a desk analysis of the cost report submitted by each provider or (2) other criteria determined by the 
Department. On-site audits will generally be selective in scope. 

6.220 Desk Analysis of Cost Reports 
Upon submission of the cost reports to the Department, desk reviews will be conducted by Department auditors to determine 
that, to the extent possible and necessary for rate-setting: (1) only those expense items that the Department has specified as 
allowable costs are included in the computation of the costs of the nursing home services and (2) expenses have been reliably 
reported. 
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Based on the results of the cost report analysis, some of the submitted cost reports will be selected for further on-site 
examination. The audit will be limited to specific items in the cost report based on the desk analysis or other observations. 

6.230 Overpayments Identified and Recovered
 
Overpayments identified in the audit of a nursing home provider's cost report(s) will be recovered from the provider.
 
Immaterial amounts may not be recovered.
 

6.300 SEPARATELY BILLABLE ANCILLARY ITEMS
 

6.310 Items
 
The costs for the following items may be billed separately by the nursing home and, thus, are not included in the calculation
 
of the daily payment rate of the nursing home:
 

1.	 Tracheotomy and ventilatory supplies and related equipment, subject to guidelines and limitations published by the 
Department. 

2.	 Transportation provided by a nursing home to permit a recipient to obtain health treatment or care if the treatment or care 
is prescribed by a physician as medically necessary and is performed at a physician's office, clinic, or other recognized 
medical treatment center. Such transportation may be provided in the nursing home's own controlled equipment and by 
its staff, or by common carrier, such as bus or taxi. 

3.	 Oxygen, or the daily rental of oxygen concentrators. (The nursing home will be subject to maximum fees for these 
services, and prior authorization is required for more than 30 days rental of an oxygen concentrator.) 

6.320 Reimbursement Manner 
The costs of services and materials identified above which are provided to patient recipients shall be reimbursed in the 
following manner: 

1.	 Claims shall be submitted under the nursing home's National Provider Identifier (NPI), and shall appear on the same 
claim form used for claiming reimbursement at the daily nursing home rate. 

2.	 The items shall either have been prescribed in writing by the attending physician or the physician's entry in the medical 
records or nursing charts shall make the need for the items obvious. 

3.	 The amounts billed shall reflect the fact that the nursing home has taken advantage of the benefits associated with 
quantity purchasing. 

4.	 Reimbursement for questionable materials and services shall be decided by the Department. 

5.	 Claims for transportation shall show the name and address of any treatment center to which the patient recipient was 
transported and the total number of miles to and from the treatment center. Claims must be submitted on a form other 
than the rate claim form. 

6.	 The amount charged for transportation may not include the cost the facility's staff time and shall be for an actual mileage 
amount. 

7.	 Reimbursement will be limited to the amount set per Section 3.801. 

6.400 REIMBURSEMENT OF OUT-OF-STATE NURSING HOMES 

Nursing home services may be provided to a Wisconsin Medicaid recipient in a nursing home located outside the State of 
Wisconsin, provided the home is certified in the Medicaid program of the other state. 
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Payment for temporary coverage of the Wisconsin recipient at the out-of-state home will be at a standardized payment rate for 
the month of admission and for a maximum of three full calendar months after the admission date. The Department will 
establish the standardized payment rate based on the approximate average payment rate for a comparable level of care as paid 
to Wisconsin nursing homes in the July preceding the admission date. 

A payment rate more specific to the out-of-state nursing home may be established if: (1) the temporary coverage payment rate 
is not appropriate for the patient; (2) the temporary rate is not appropriate for the nursing home; (3) the facility requests a 
specific payment rate; or (4) the period of the temporary payment rate has been completed. 

In determining a different rate, the Department may take into consideration: Medicaid rates which are being paid to the 
facility by states other than Wisconsin; payment for similar services in Wisconsin; available information on the cost of the 
facility's operation; and any specialized services or unique treatment regimens which may not be available in Wisconsin at a 
similar or lesser cost. 

Ancillary items listed in Section 3.800 may be separately reimbursed to the out-of-state nursing home, if coverage for such 
materials or services is not included in the daily care rate. 
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MEDICAID NURSING HOME PAYMENT RATE METHODS 

ADDENDUM: COSTS FOR OBRA '87 COMPLIANCE 

6.500	 REIMBURSEMENT OF THE OMNIBUS BUDGET RECONCILIATION ACT OF 1987 (OBRA '87) 
REQUIREMENTS 

6.503 Payments for OBRA '87 Requirements 
Upon compliance, the allowance under Section 3.100 has been adjusted for facilities over 120 beds for the addition of 
qualified social workers. Notwithstanding Section 3.121, the facility's actual allowable direct care expenses shall be inflated 
from the cost reporting period to the common period, to fund costs incurred to comply with OBRA '87, as well as the annual 
estimated inflationary increase. 

In Section 3.251 describing the calculation for Administrative and General Services allowances, the expense factor is defmed
 
as the facility's allowable expenses (per patient day) adjusted by a composite inflation factor, including annual inflation and
 
cost inflation to comply with OBRA '87 applied to the common period.
 

6.503(a) For ICF facilities converting to NF facilities
 
The related direct care costs have been included in the allowable costs reported under Section 4.600.
 

6.506 Compliance with OBRA '87 Requirements 
The Department's Bureau of Quality Assurance determines compliance with OBRA '87 for each nursing facility. Allowances 
under Section 6.503 of these Methods will only recognize costs determined by Bureau of Quality Assurance to be related to 
OBRA '87 compliance. 

6.507 Professional Nurse Staffmg Requirement 
Nursing homes' rates have been adjusted for the incremental costs to meet OBRA requirements relating to having a 
professional nurse (RN or LPN) on duty at all times. One of the following conditions had to be met to be eligible for the 
adjustment: 

1.	 The facility has 50 or fewer licensed beds, or 

2.	 The facility changed its certification from intermediate care facility (ICF) to nursing facility (NF) on or after October 1, 
1990. 

The adjustment may be effective on the first day of the month following the date the facility fulfilled the staffmg requirement. 
The adjustment may allow payments for direct care services to exceed the maximums which are applied under Section 3.100, 

by 20%. The costs have now been incorporated in the base cost reports for qualifying nursing homes, and the adjustment has 
been addressed through incorporating the provisions in the Methods in Section 3.122. 
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COMPARISON OF OBRA '87 AND OBRA '90 WITH WISCONSIN NURSING HOME REQUIREMENTS 
(CH. HFS WIS. ADMIN. CODE) 

1. Nurse Staffmg 

State regulations under HFS 132.62(2) and (3), Wis. Adm. Code, comply with OBRA '87 requirements in all areas. 

2. Other Staffmg 

Requirements in this area with the exception of social worker staffmg, are met by State regulations under HFS 132.63 
(dietary services), 64 (rehabilitative services), .65 (pharmaceutical services), .66 (laboratory, radiologic and blood 
services), .67 (dental services), and .69 (activities), Wis. Adm. Code. Medical records requirements are fulfilled under 
HFS 132.45, Wis. Adm. Code. Currently, Wisconsin requires either a full-time or part-time social worker (HFS 
132.68(2), Wis. Adm. Code), while OBRA mandates at least a full-time social worker for facilities over 120 beds. 

3. Continuing Education for Nurse Aides 

HFS 129, Wis. Adm. Code, effective July 1,1991, complies with all OBRA requirements. 

4. Resident Assessment 

Current State requirements at HFS 132.52(3) through (6), Wis. Adm. Code, require evaluation and assessment at the time 
of admission to the facility. A minimum data set and resident assessment protocols are required along with a quarterly 
review and annual reassessment. The State has specified the HCFA MDS as the resident assessment instrument for all 
nursing homes in the State to use. 

5. Plans of Care 

The initial Plan of Care (HFS 132.52(4), Wis. Adm. Code) is required under state code upon admission to a facility and, 
within 4 weeks of admission, a care plan must be written. The care plan must be reviewed, evaluated, and updated as 
necessary (HFS 132.60(8), Wis. Adm. Code). Required areas/contents of the care plan correspond to OBRA '87 
requirements. While timing of the comprehensive plan differs from OBRA '87, other requirements, in general, comply. 

6. Resident Personal Funds 

State regulation under HFS 132.31, Wis. Adm. Code, requires all resident funds be deposited in an interest-bearing 
account with separate accounting for each resident. A quarterly report must be made to each resident except in cases of 
discretionary expenditure authority for the facility, in which case, reporting may be monthly. To comply with OBRA '87, 
facilities will have to establish a second, non-interest bearing account or petty cash fund for amounts under $50 and re­
adjust for current interest-bearing monies under $50. Further, facilities must notifY resident when hislher account reaches 
$200 less than the MA eligibility limits. Monitoring compliance with these requirements performed by the state survey 
agency and the state Medicaid agency is based on an interagency agreement. 

7. Resident Rights 

All State requirements for facilities meet the OBRA requirements regarding all residents rights issues. However, the 
State continues to work with facilities to reduce both physical and chemical restraint use in nursing facilities. 

8. Compliance with the Definition of a Nursing Facility 

All facilities are in compliance with the OBRA defmition of a nursing facility or operating under a waiver of specific 
portions of the regulations. 
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SUMMARY OF OBRA NURSING HOME COMPLIANCE 

1.	 Nurse Staffmg 

- No additional cost. 

2.	 Plans for Care 

- No additional cost. 

3.	 Resident Assessments 

- No additional cost will be incurred in this rate period. 

4.	 Other Staffmg Requirements (Social Workers) 

- No additional cost. 

5.	 Continuing Educations (Nurses Aides) 

- No additional cost. 

6.	 Resident Rights (freedom from restraints) 

- No additional cost will be incurred in this rate period. 

7.	 Personal Funds 

- No additional cost. 

8a. Physical Plant Projects (HVAC and ancillary space) 

- No additional costs will be incurred during this rate period. 

8b.	 ICF Conversions 

- No additional cost in this rate period. 

9.	 Services Required to Ensure the Highest Physical, Mental and Psychosocial Well-Being ofEach Resident 

- No additional cost. 

FY 00 ESTIMATED COST = $ -0- OR $ -0- PPD 
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ANALYSIS AND SUMMARY FOR OBRA '87 AND '90 

Wisconsin has reviewed its estimates for the cost of implementing the requirements of OBRA '87 and OBRA '90. The 
following represents the cost analysis and summary of OBRA implementation for the payment rate year. 

Several sources were used to estimate costs of OBRA '87. Primarily these are the survey guidelines issued by HCFA 
reviewed against costs itemized on nursing facility cost reports, two clinical resident surveys conducted in a group of 
Wisconsin's nursing facilities, and an analysis of facility staffmg collected during annual facility surveys. For both the 
resident assessment system and freedom from restraint requirement, resident sampling was conducted to estimate additional 
staff time needed to conduct the activities necessary to comply with the new requirements. This information is updated with 
survey information as it becomes available and cost report information that document staffing in NFs and ICF-MRs. We 
believe that facilities completed implementation of OBRA on or before October 1, 1990, as required by federal law. The cost 
reports for rate setting are from facility fiscal years subsequent to 1990; therefore, the cost of implementing the requirements 
of OBRA '87 and OBRA '90 are now totally incorporated into the cost reports that are used for the payment plan. 

1.	 Nurse Staffmg: For the facilities licensed and certified as SNF (NF) prior to implementation of OBRA '87, it is 
determined that no additional costs are being incurred since current state regulations already comply with OBRA '87 
requirements in this area. (See Comparison on Current Wisconsin and OBRA '87 Requirements.) 

2.	 Plans of Care: It is anticipated that no additional costs are being incurred to comply with the Plan of Care Requirements. 
(See Comparison of Current Wisconsin and OBRA '87 Requirements.) 

3.	 Resident Assessments: The agency, in a joint effort with the nursing home industry, conducted a sample survey of 
residents in ten nursing facilities to determine the additional time necessary to fulfill the requirements to complete the 
new MDS and RAP. An average of2.63 additional nursing hours were needed, an average 1.13 social work hours and an 
average 0.74 activity hours were reported. Based on the average salary and fringe benefit costs from 1988 cost reports, 
inflated to the 1990-91 year, the estimated implementation cost was $2.0 million. It is assumed that the total cost of 
implementation has been reported on facility cost reports that will be used for establishing rates. 

4.	 Other Staffmg: Survey results indicate no additional needs beyond the funding made available during the 1990-91 rate 
year. 

5.	 Continuing Education for Nurses Aides: Based on revised regulations, continuing education requirements for nurses 
aides have been significantly reduced over original OBRA estimates. No additional funding is required. 

6.	 Resident Rights: Implementation of this requirement was completed during previous cost report periods. 

7.	 Resident Personal Funds: Implementation of these requirements indicate no additional funding will be necessary for the 
payment rate year. 

8.	 Compliance with the Defrnition of "Nursing Facility": 

a.	 Physical Plant Requirements. Review of the new Federal Survey Guidelines indicated that major renovations may be 
necessary for a number of facilities to bring their heating, ventilation and air conditioning (HVAC) systems up to 
compliance with OBRA '87 temperature requirements. To estimate costs, 18 previous projects were identified and 
the average cost of these projects was used as the cost of new projects. In addition, it is anticipated that some 
facilities will have to construct additional spaces for activities, therapies and other ancillary services. The cost basis 
for these construction projects to "ancillary areas" is estimated at the equivalent of 50% of the construction of new 
bed areas. 

Total necessary HVAC renovation and ancillary space additions are expected to cost $3.2 million in prior rate years. 
We believe that all facilities are now in compliance with the defrnition of a nursing facility and costs have been 
incorporated into the cost reports. 
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b.	 ICF Conversion. The basis for this estimate is the change in rates for 11 facilities converting from ICF to SNF 
licensure since July 1, 1987, inflated forward. The average change was applied to patient days for the remaining 14 
ICF facilities at an estimated cost of $1.092 million. All conversions have been completed prior to this rate period; 
therefore, their conversion costs are included in the cost reports that will be used to establish rates for this 
reimbursement period. 

9.	 Services Required to Ensure the Highest Physical, Mental and Psychosocial Well-Being of Each Resident: The costs of 
this requirement are included in the resident direct care costs estimated in items 1-6. The objective of requirements 
included in these items is the maximization ofphysical, mental and psychosocial well-being of all residents. 
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