
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT ATTACHMENT 4.19-D 

MEDICAL ASSISTANCE PROGRAM  Page 7a 

 

STATE OF LOUISIANA 

 

PAYMENT FOR MEDICAL AND REMEDIAL CARE AND SERVICES 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES – NURSING FACILITY SERVICES 

AND INTERMEDIATE CARE FACILITY SERVICES FOR INDIVIDUALS WITH INTELLECTUAL 

DISABILITIES 

 

TN 20-0019     Approval Date       Effective Date December 20, 2020  

Supersedes 

TN 17-0005  

 

ii. The administrative and operating component of the rate shall be determined as                  

follows. 

 

(1) The per diem administrative and operating cost for each nursing 

facility is determined by dividing the facility’s administrative and 

operating cost during the base year cost reporting period by the 

facility's actual total resident days during the base year cost reporting 

period.  These costs shall be trended forward from the midpoint of the 

facility's base year cost report period to the midpoint of the rate year 

using the index factor. 

 

(2) Each facility's per diem administrative and operating cost is arrayed 

from low to high and the resident day-weighted median cost is 

determined. 

 

(3) The statewide administrative and operating price is established at 107.5 

percent of the administrative and operating resident-day-weighted 

median cost. 

 

iii. The capital component of the rate for each facility shall be determined as follows. 

 

(1) The capital cost component rate shall be based on a fair rental value 

(FRV) reimbursement system.  Under a FRV system, a facility is 

reimbursed on the basis of the estimated current value, also referred to as 

the current construction costs, of its capital assets in lieu of direct 

reimbursement for depreciation, amortization, interest, and rent/lease 

expenses.  The FRV system shall establish a nursing facility's bed value 

based on the age of the facility and its total square footage 

 

(2) Effective January 1, 2003, the new value per square foot shall be $97.47.  

This value per square foot shall be increased by $9.75 for land plus an 

additional $4,000 per licensed bed for equipment.  This amount shall be 

trended forward annually to the midpoint of the rate year using the change 

in the unit cost listed in the three-fourths column of the R.S. Means 

Building Construction Data Publication or a comparable publication if 

this publication ceases to be published, adjusted by the weighted average 

total city cost index for New Orleans, Louisiana.  The cost index for the 

midpoint of the rate year shall be estimated using a two-year moving 

average of the two most recent indices as provided in this Subparagraph.  

A nursing facility's fair rental value per diem is calculated as follows.
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(a). Each nursing facility's actual square footage per bed is multiplied by 

the January 1, 2003 new value per square foot, plus $9.75 for land.  

The square footage used shall not be less than 300 square feet or more 

than 450 square feet per licensed bed.   If 15 percent or more of the 

nursing facility’s licensed beds are private rooms compared to the 

total licensed beds of the nursing facility, then the maximum square 

footage used shall not be more than 550 square feet per licensed bed. 

 To this value add the product of total licensed beds times $4,000 for 

equipment, sum this amount and trend it forward using the capital 

index.  This trended value shall be depreciated, except for the portion 

related to land, at 1.25 percent per year according to the weighted age 

of the facility.  Bed additions, replacements and renovations shall 

lower the weighted age of the facility.  The maximum age of a 

nursing facility shall be 30 years.  Therefore, nursing facilities shall 

not be depreciated to an amount less than 62.5 percent or [100 percent 

minus (1.25 percent * 30)] of the new bed value. There shall be no 

recapture of depreciation. 

 

 Effective December 20, 2020, if 15 percent or more of the nursing 

facility’s licensed beds are private rooms compared to the total 

licensed beds of the nursing facility, then the maximum square 

footage used shall not be more than 550 square feet per licensed bed. 

 

 

(b). A nursing facility's annual fair rental value (FRV) is calculated by 

multiplying the facility's current value times a rental factor.  The 

rental factor shall be the 20-year Treasury Bond Rate as published in 

the Federal Reserve Bulletin using the average for the calendar year 

preceding the rate year plus a risk factor of 2.5 percent with an 

imposed floor of 9.25 percent and a ceiling of 10.75 percent. 

 

 

 

 

  

   


