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NEW/REVISED MATERIAL--EFFECTIVE DATE: June 1, 2000

Section 2337, Effective Date of Change in Bed Size and/or Bed Designation(s) of Participating Skilled
Nursing Facility and/or Nursing Facility, titleof sectionchanged and materid previoudy foundinthissection
is moved to §82337.2 and 2337.3. This section now includes new material on HCFA’s authority to
regulate bed size changes.

Section 2337.1, Requirements for Distinct Part Certification, title of section changed and material
previoudy found in this section is moved to §82337.2 and 2337.3. This section now includes previousy
published information found in Skilled Nursing Facility and State Operations Manuals regarding the
definition of a distinct part.

Section2337.2, Changesin Bed Size of Participating SNF and/or NF, title of section changed and material
previoudy found in this section is moved to §2337.3. This section now includes previously published
information on how often a SNF can changeits beds size and under what circumstances, aswell as, when
such a change is effective, as revised.

Section 2337.3, Genera Request Filing Requirements, title of section changed and material previoudy
found inthissection ismoved to 82337.4. Thissectionnow includes previoudy published information on
filing a general request for a change in bed size, as revised.

Section2337.4, Exceptions, titleof section changed and materid previoudy found inthissectionismoved
to 82337.6. Thissection now includes previoudy published information on exceptions and new meaterial
allowing for an exception based on the elimination of a distinct part.

Section 2337.5, Change in Designated Bed L ocation(s), is added to incorporate previously published
information on the definition of what constitutes achange in adesignated bed location(s) and information
on how to request a change in designated bed location(s) as found in the State Operations Manual .

Section 2337.6, Cost Report Requirement After Change in Bed Size and/or Change in Designated Bed
L ocation(s), replaces what was formerly §2337.4.
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CLARIFICATION--EFFECTIVE DATE: NOT APPLICABLE

Section 2336, Separate Cogt Entitiesin an Ingtitutional Complex, title of section changed and subsection
B deleted.

Section 2336.1, Patient Service Criteriafor Establishing Cost Entitiesin an Ingtitutional Complex, title of
section changed.

Section 2336.2, Accounting Criteriafor Establishing Cogt Entitiesin an Institutional Complex, title of
section changed.

Section 2336.3, Cost Report Requirements of an Institutional Complex, replaces what was formerly
§2336.4, retitled.

Section2337.1, Requirementsfor Distinct Part Certifi cationclarifiesprevioudy publishedinformationfound
inskilled nurangfacility and state operationsmanual sregarding the definition of adistinct part and provides
examples by way of afloor plan of anursing facility.

DISCLAIMER: Therevisondateand transmittal number only apply totheredlined material.
All other material was previoudy published in the manual and isonly being
reprinted.
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D. Gift, Hower and Coffee Shops.--Where cost centers are maintained for these functions (see
882/05.2 and 2|45 concerning coffee shops), the cost should be carried forward for cost finding and
receive an dlocable share of generd service costs. After the dlocation is made, the total cost of these
functions must be excluded in determining reimbursable costs. In this case, income will not be used to
reduce costs. Where the costs (direct and alowable share of general service costs) attributable to any
nondlowablecost areaaresoing gnificant asto not warrant establishment of anonreimbursable cost center,
these costs may be adjusted on the Adjustments to Expenses worksheet of the cost reporting forms.
However, where cost centers are not maintained for these functions, the income derived from them must
be used to reduce total hospital costs. For expediency, the cost in the "Operation of Plant” account can
be reduced.

E. Amount Applicableto Part B for Hospital-Based Physicians.--Since thisamount is generally
based upon the direct sdlary and fringe benefits of the physcians, no generd service costswould normally
apply and the adjustment would be made on the Adjustments to Expenses worksheet. If, however, the
contractual agreement with hospital-based phys ciansrequiresthe physciansto reimbursethe hospitd for
costsincurred by the hospital related to physician services, these costs should bear an appropriate portion
of general service costs.

F.  Sevices Furnished as Payment-In-Kind Under Reserved Bed Agreements--Under the terms
of areserved bed agreement, a provider may agree to compensate another facility for reserving beds by
offering free or discounted services rather than by making cash payment. (See 82105.3.) When this
occurs, the provider making payment must make an adjustment to remove the cost of furnishing the free
or discounted servicesfromitsalowablecosts. Thisisaccomplished by (1) "grossing-up" the appropriate
department charges as described in 82314 B., if the services are billable or (2) if the services are not
billable, by either establishing a nonallowabl e cost center, as described above, or making appropriate
adjustments on the Adjustments to Expenses worksheet to remove direct as well as indirect costs
associated with the cost of the services provided.

G. Home-Ddivered Meds.--Theacquisition cost of med sinahome-delivered med sprogram may
be excluded from the statistical basis used to dlocate A& G codt. Inthe case of meals prepared by the
provider, the cost of raw food isexcluded. Inthe case of the purchase of prepared meds, the cost of the
medlsisexcuded. The amount of cost excluded must be based on auditable records of actual cost.
Neither estimates nor statistics are acceptable. All other direct costs (saaries, fringe benefits,
transportation and contract services) will receive overhead cost through the required step-down process.
This treatment of direct cost is limited to the costs of home-delivered meals programs only.

H. Home Health Agency-Based Hospice.--The cost of inpatient care provided under contract for
an HHA -based hospice may beexcluded from thestatistical basisused to dlocate A& G cost. Theamount
of cost excluded must be based on auditable records of the actud cost to the HHA for care provided to




hospice patients under an arms-length contract with anon-related provider of inpatient care. All other
hospice costs will receive overhead cost from the parent HHA through the required step-down process.

Thistreatment of direct cost islimited to the determination of the costs of HHA-based hospice programs
only.

The next pageis 23-13
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2336. SEPARATE COST ENTITIESIN AN INSTITUTIONAL COMPLEX

A. Generd.--Thereareanumber of ingtitutionswhich, athough operating asasingleadministrative
entity, offer severa clearly different types of service; e.g., short-term acute, long-term medical,
rehabilitation, skilled nursing, home health, hospice, long-term psychiatric or long-term tuberculosis.

Where the cost of services rendered for each type of service differs or where there are significant
differences in the operating costs of the various facilities, to treat the institution as one entity for cost
reimbursement purposes would mean an underpayment or overpayment for services rendered to
beneficiaries. The average cost of apatient day in one part of the complex may differ from another part,
but treatment of the complex asone unit for cost reimbursement purposeswill result in averaging the costs
of thevariouscomponents. Under these circumstances, ahigh utilization by Medicare patientsin the more
costly areawould resultin an underpayment to theingtitution, whileahigh utilizationin thel ower cost areas
would result in an overpayment.

In order to insure equitable treatment for those ingtitutions furnishing different types of services separate
entitiesfor cost reimbursement must be established in, and subprovider identification numbers issued to,
those indtitutions that meet the criteria described in 88 2336.1 and 2336.2. These separate entities mus,
if they seek to be considered a part of the main provider for purposes of Medicare certification and
reimbursement, meet the applicable criteria.

2336.1  Patient ServiceCriteriafor Establishing Cost Entitiesinan|ngtitutional Complex.--Thefollowing
criteria pertaining to patient services will be evaluated by the State agency.

A. Typesof Sarvice--Separate cost entities can only be established for components providing
clearly different services, e.g., short-term acute, long-term medicd, long-term psychiatric, or long-term
tuberculoss. Thoseservicesgeneraly provided by short-term acute hospitals(intensve care, saif care, and
amilar services) may not be established as separate cost facilities, nor may the customary separate clinical
departments of a short-term hospital (pediatrics, obstetrics, etc.) be set up as separate cost entities.

The definition of long-term and short-term entitieswill bein conformity with the definition in the AHA Guide
Issue(August |, 1969): "L ong term--over 50 percent of al patientsadmitted haveastay of 30 daysor more,
Short term--over 50 percent of all patients have a stay of less than 30 days."

B. Admisson and Discharge Procedures.--Separate admission and discharge records must be
maintained for each unit. When apatient ismoved from one cost entity to another cost entity, the patient's
record must be closed and sent to medical records, and anew medical chart prepared upon admission to
the receiving cost entity.

C. Physicd Arrangement.--The componentsto be separately costed must bein separate buildings,
or, if not separated, the physica arrangement must be equivaent to separate buildingsinthe location of the
nursing stations, the call system hook-ups, and the arrangement of equipment, walks, doors, etc.

Each unit must have enough beds to permit economical and effective operation as a separate unit and al
bedscomprisingaunit must becontiguous(not scattered throughvariousfl oors, wings, or buildings), except
swing beds.

D. Nursing Staff Organization.--Thenursing or patient care staffsassigned to aseparate cost entity
must service exclusively in that cost entity during ashift. Also, there must be a charge nurse or other
supervisor of patient care to supervise each shift for each separate cost entity exclusively.
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E. LicensureandAccreditation.--If Statelaw providesfor separatelicensng of facilitiesof thekind
represented by a unit to be separately costed, the unit must be so licensed

F. UtilizationReview Plan.--Theinditution's utilization review plan mugt reflect the proper sandards
for each type of care offered.

2336.2  Accounting Criteriafor Establishing Cost Entitiesin an Ingtitutional Complex.--Thefollowing
criteria pertainingto the cost-finding capability of eachingtitutional complex will beevauated by thefisca
intermediary.

A. Theprocessof cost finding in aningtitutional complex isone of alocating the cost of the entire
institution to the different entities. In effect, each entity will be treated as a cost center.

B. Theaccounting system must providefor the proper allocation to the various cost entitiesthose
revenues and cogts that are attributable to facilities or servicesthat are shared by them including those
entities providing noncoveredcare. Adequate statistical datamust be devel oped and maintained currently
to corroboratethebasisof alocation. Oneof the required statistics must be the number of squarefeet used
by each component both before and after the effective date of the change to an institutional complex.

2336.3 Cost Report Requirements of an Institutional Complex.-- The following cost reporting
requirements apply:

A. Theingitutionwill berequired tofile one cost report covering the period from thebeginning of
itsreporting periodtoitsregular year-end reporting time. Wherethe effective date of the change does not
coincide with the beginning of the cost reporting year, the provider will use the weighted average method
to determinethetotal squarefeet used by each component during theyear. Thenumber of squarefeet used
by each component, as determined by the use of this method, will be used as a basis to allocate those
expensesthat are required to be allocated on the basis of square feet. This method will be used only for
ayear in which a change in certification occurs.

EXAMPLE:
Facts.
Total square feet in hospital 100,000 sq. ft.
Certified as short-term acute care hospital
9 months
Certified as short-term acute care hospital
and long-term care unit
3 months
Acute care unit - 75,000 sg. ft.
Long-term care unit - 25,000 sg. ft.
Computation of total square feet used by each unit:
Acute care unit - 9 months x 100,000 sg. ft. = 900,000
Acute care unit - 3 months x 75,000 sg. ft. = 225,000
1,125,000 = 93.75%
Long-term care - 3 months x 25, 000 sg. ft. 75,000 - 6.25%

unit [,200.000 100.00%
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Acute care unit - 93.75% x 100,000 sg. ft. = 93,750 gq. ft.
Long-term care- 6.25 x 100,000 sq. ft. = 6,250 sg. ft.
unit 100,000 sq. ft.

B. The cost report must include each entity as a separate cost center (see 8 2336.2A).

C. Worksheet A, trid baance of expenses, and Worksheet B, cost-finding schedule, of the cost
report must show total cost for the entire ingtitutional complex. Separate cost centers must be listed on
Worksheet B for each subprovider number and any noncovered area. Worksheet B-|, Satigtica bassfor
cost-finding, must show the statistical gpportionment basisfor each arealisted on WorksheetB. Separate
calculations of reimbursement settlement and statistics must be submitted by each cost entity.

D. Thecos report and supplemental schedulesfor al componentswithin an ingtitutional complex
must be submitted simultaneously and must cover the same cost reporting period.

E. Allcomponentsincludedinthecost report must usethesamemethod of cost apportionment and
must establish the same charges for like services (see 82203).

F.  All componentswithin aningtitutional complex must be serviced by thesamefiscd intermediary
for purposes of audit and settlement.

G. Eachcomponentwithinaninstitutional complex that offerspatient care servicesthat arecovered
under the program should be considered, within the limitations imposed by this section, to be a provider
for rembursement purposes. Suchreimbursement functionsastheestablishment of interimrates, limitation
of reasonable cogts, gpplication of lower of costs or charges, and similar matters will be governed by
regulations and policies that apply to all hospital cost reports.

H. Aningitutional complex must file the profit and loss and the balance sheet section of the cost
report to reflect the entire hospital .

The next page is 23-13.4
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2337. EFFECTIVE DATE OF CHANGE IN BED SIZE AND/OR BED DESIGNATION(S) OF
PARTICIPATING SKILLED NURSING FACILITY AND/OR NURSING FACILITY

Under 81866 of the Social Security Act (the Act), the Secretary has the authority to enter into an
agreement with an ingtitution or an ingtitutional complex to provide covered servicesto our beneficiaries.
The provider agreement requires compliance with the requirements the Secretary deems necessary for
participationin the Medicare or Medicaid program. See 81866(b)(2) and 81902 (8)(27) of the Act. On
the effective date of the provider agreement, theingtitution or institutional complex isdeemed to have met
the requirementsfor participation based upon asurvey of theingtitution or ingtitutional complex asit was
configured (i.e., bed size/bed |ocation configuration) on the date(s) of the survey. HCFA’ s authority to
regulate bed size changesin a SNF or a NF is based on the authority to ensure compliance with the
provider agreement under 81866 of the Act and to further ensure that the configuration that has been
approved for theingtitution or ingtitutional complex doesnot so drastically changefromthat of the original
certified configuration so asto endanger resi dent health and safety or otherwisechangeinamaterid fashion
the identity of the entity that HCFA originally certified for program participation.

Aningtitutionor ingtitutiona complex may chooseto participateintheM edicareand/or Medicaid programs
ether initsentirety, or aportion thereof, but not both. If only a portion of an ingtitution or institutional
complex actudly participatesin either programit is classfied asadistinct part and must meet the criteria
found in 82337.1. For example, aningtitution has4 wingsthat consst of 25 bedseach. Three contiguous
wings that contain 75 beds are dudly participating (i.e., participating in Medicare and Medicaid) . The
fourthwingisonly certified to participatein Medicare. It consstsof 25 beds. Therefore, in thisinstance
theingtitutionisfully participating for purposesof Medicare (i.e., 100 beds) and isparticipating asadistinct
part (i.e., 75 beds) for purposes of Medicaid. The policies on bed size changes and changesin designated
bed | ocationsthat areincludedinthissection apply, regardlessof whether aningtitutionisfully participating
(i.e., dl bedswithintheingtitution or institutional complex arecertified to participateintheMedicareand/or
Medicaid program) or participating as or with a distinct part.

A SNF may be:
0 Anentireingttution for skilled nursing or rehabilitative care, such as a nursing home; or
0 Adidinct part of an indtitution such as, a hospital, persond care home, asssted living facility,
board and carehome, domiciliary carefacility, rest home, continuing careretirement community or nursing
home.

Aninstitution that is primarily for the care and treatment of mental diseases cannot be a SNF.
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EXHIBIT |
FLOOR PLAN OF A NURSING FACILITY

2337.1 Requirements for Distinct Part Certification.--If the institution or institutional complex is
participating asadistinct part SNF and/or NF, for a change to be gpproved the requested change in bed
sze must conform with the requirementsto be classfied asadigtinct part. Theterm “digtinct part” refers
to aportion of aningtitution or ingtitutional complex (e.g., anursnghome or ahospital) that iscertified to
provide SNF and/or NF services. A distinct part must be physically distinguishable from the larger
ingtitutionandfiscally separatefor cost reporting purposes. Aningtitution or institutional complex canonly
be certified with one distinct part SNF and/or one distinct part NF. A hospital-based SNF is by definition
adigtinct part. Multiple certifications within the same institution or institutional complex are strictly
prohibited. Thedigtinct part must consist of dl bedswithinthedesignated area. The bedsin the certified
digtinct part areamust be physicaly separatefrom (that is, not commingledwith) the beds of theingtitution
or inditutional complex in whichit islocated. However, the distinct part need not be confined to asingle
location within the ingtitution or ingtitutional complex’ s physica plant. 1t may, for example, consist of
severd floorsor wardsinasinglebuilding or floorsor wardswhich arelocated throughout severd different
buildingswithin theingtitutional complex. In each case, however, dl residents of the ditinct part would
have to be located in unitsthat are physically separate from those units housing other patients of the
ingtitutionor ingtitutional complex. Whereaningtitution or institutiona complexownsand operatesaSNF
and/or aNF distinct part, that SNF and/or NF distinct part isasingle distinct part eveniif it isoperated at
variouslocationsthroughout theingtitution or institutional complex. Theaggregate of theSNF and/or NF
locations represents asingle distinct part subprovider, not multiple subproviders, and must be assigned a
sngle provider number. Exhibit 1, above, isanillustration of afloor planof anurangfacility followed below
by example which meet the requirements for a distinct part, as well as examples that do not meet the
requirements for a distinct part.
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1. Meet Didtinct Part Certification.--An ingtitution or ingtitutional complex can any one of
thefollowing examplesdiscussed inthe context of Exhibit | above, that meetsthe requirementsfor distinct
part certification.

0  All roomsnumbered 1 through 12 inwing 1 and al rooms numbered 1 through 12
inwing 2condtituteadistinct part. Thisoptionisapprovable becauseit congtitutes al bedsin each wing.

0  All roomsnumbered 1 through 12inwing 5. Thisoption isgpprovable because it
includes al beds in the wing.

0 Room numbers 1 through 6 in wing 4 constitute a distinct part. Thisoption is
approvable because it includes all beds that congtitute a single side of the corridor.

0 Room numbers 7 through 12 in wing 2 and all rooms 1 through 12 in wing 1
congtitute adigtinct part. Thisoption isapprovable becauseit includes dl bedsin wing 1 and dl bedsthat
congtitute a single side of the corridor in wing 2.

2. Do Not Mest Digtinct Part Certification.--Neither of the options discussed below, inthe
context of Exhibit | above, meet the requirements for distinct part certification.

0 Room numbers 1 through 12 in wing 1 and rooms 3,4, and 5 in wing 6 do not
congtituteadistinct part. Thisoptionisnot approvable because of theinclusion of thethreeroomsinwing
SX.

0 Room number 2 inwing 1, room numbers 5 and 7 in wing 6, and room numbers
45,6, 10, 11, and 12 inwing 4. This option is not approvable because the distinct part area must be
physicaly separate from (that is, not commingled with) the beds of theingtitution or ingtitutional complex
in which it islocated.

2337.2 Changesin Bed Size of Participating SNF and/or NF.--When an institution or institutional
complex not previoudy certified as or with a SNF or NF establishes a SNF or NF, it must be initialy
certified and periodicdly recertified. If aningtitution or ingtitutional complex has an existing SNF or NF
agreement, it may elect to change the number of beds that are certified to participate in the Medicare or
Medicaid program up to two times per cost reporting year in accordance with the requirements set out
below. Where achangein the size of a SNF aso impactsthe size of aNF, or vice versathis represents
one change for the SNF and one change for the NF. An institution or institutional complex may only
change the bed size of its SNF and/or its NF once on the first day of the beginning of its cost reporting
year and again on the first day of asingle cost reporting quarter within that same cost reporting year in
order to effect one of the following combinations:

0 Anincreaeinitsbed sze on thefirg day of the beginning of its cost reporting year and an
increasein its bed Size on the first day of asingle cost reporting quarter that falls within the same cost
reporting year, or;

0 Anincreaseinitsbed szeonthefirs day of the beginning of its cost reporting year and a
decreaseinits bed size on the first day of asingle cost reporting quarter that falls within the same cost
reporting year, or;
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0 A decreaseinitsbed sze onthefirg day of the beginning of its cost reporting year and an
increase in its bed Sze on the first day of asingle cost reporting quarter that falls within the same cost
reporting year.

At notime can the RO or the SA approve two decreasesin the bed Size of an ingtitution within the same
cost reporting year.

Theindtitution or ingtitutional complex may submit only ONE changein bed szeatatime. Furthermore,
an ingtitution cannot request a change in its bed size just because it undergoes a change of ownership
(CHOW) or because it has been approved to change its cost reporting year. In either of these
circumstances, it is still bound by the filing requirements found in §2337.3.

A request for a change in the number of certified beds cannot be approved on aretroactive basis. All
changes are made on a prospective basis only in accordance with the effective date indicated above. The
ingtitution requesting achangein bed sizemust submit awritten request to the RO or SA (as appropriate)
inconformancewiththerequirementsfoundin 82337.3. Aningtitution or ingtitutional complex cannot self-
designate the effective date of a change in bed size.

2337.3 Generd Request Filing Requirements--Aningtitution or institutional complex seeking achange
in the number of Medicare or Medicaid certified beds must:

1.  Submit awrittenrequest tothe RO or SA (asappropriate) for the change 45 daysbefore

o Thefirst day of itscost reporting year to effect achange on thefirst day of its cost
reporting year or;

0 Thefirst day of asngle cost reporting quarter within the same cost reporting year
a which timeit seeks to change its bed size to effect a change on the first day of the designated cost
reporting quarter.

2. Submit floor plansidentifying al areasof theingtitution or institutional complex withthe
current certified bed configuration and the proposed certified bed configuration in order for the RO or SA
to determine that the proposed changeisin fact, in conformance with the rules for full participation or
distinct part certification, whichever applies.

3. Include areference to the cost reporting year of the ingtitution or ingtitutional complex.
If there has been a change in the cost reporting year origindly selected by the ingtitution or ingtitutional
complex, submit acopy of the letter submitted to the fiscal intermediary (for Medicare) and the fiscal
intermediary’ sresponseto therequest. Absent such achange, theinstitution oringtitutional complex must
adhere to the cost reporting year selected at itsinitial certification.

The RO or the SA will review therequest and notify theingtitutioninwriting of itsdetermination regarding
the request, including the effective date of the changein bed size and the bed locations, prior tothe start
of the cost reporting year or the cost reporting quarter, whichever applies.

2337.4 Exceptions--There are certain situations (described below) which we believe warrant an
exceptiontotheabovepalicy. Therefore, evenif theingtitution or ingtitutional complex hasbeen approved
for achangein bed size in accordance with the policies articulated above, the ingtitution or institutional
complex may be granted achange in bed size on the basis of one of these Situations. To request achange
inbed szebased ononeof thesesituations, theingtitutionor ingtitutional complex must fileawritten request
with the RO or the SA (as appropriate) 45 days before the first day of its next cost reporting quarter, at
which time the request will be effective if gpproved, along with floor plansidentifying all areas of the
ingtitutionorinstitutiona complexwiththecurrent certifiedbed configurationandtheproposed certified bed
configuration. An exception may be granted based only on one of the following Situations:
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A. LifeSafety Code(L SC) Requirements--An exceptionmay begrantedif therequestistoreduce
the sze of the SNF or NF to avoid being out of compliance with LSC requirements (e.g., sprinkler
installation). The proposed bed configuration must be separated from the rest of the institution or
ingtitutiona complex by a2-hour firewall, so that thereis no danger of the fire spreading there from other
parts not meeting safety requirements. In this case, the proposed reduction in the size of the SNF or NF
may be established with an effectivedatethat isrequested by theingtitution or ingtitutional complex, but not
earlier than the date that the separation can be documented. A full survey by the fire authority must be
performed if the reason for the request is to limit noncompliance with L SC requirements

B. Elimination of Digtinct Part.--An exception may be granted if an institution or institutional
complex concludes that it wants to become fully participating (i.e., al beds within the institution or
ingtitutional complex arecertifiedto participateintheM edicareand/or Medicaid program). If theingtitution
or inditutional complex decidesto becomefully certified to participate in the Medicare and/or Medicad
program, it cannot return to distinct part certification until, at the earliest, the beginning of its next cost
reporting year.

C. Enlargement ThroughConstruction, Purchaseor L easeof Additiona Space.--Anexceptionmay
begrantedif theingtitutionor ingtitutional complex requeststo increasethesizeof itsSNF or NFtoinclude
gpace acquired through new construction, purchase or lease (e.g., constructing anew wing, purchasing an
adjacent building or leasing a floor in a hospitd).

2337.5 Changein DesgnatedBed L ocation(s).--Aningtitution or ingtitutional complex may request to
changeits designated bed locations, as long as there is no change in the number of beds certified to
participateinthe Medicareand/or Medicaid program, by submitting awritten request to the SA or the RO
30 daysinadvanceof suchachange. Inaddition, theingtitution or ingtitutiona complex must submit floor
plansidentifying dl areas of theindtitution or ingtitutiona complex with the current certified bed configuration
and the proposed certified bed configuration in order for the RO or SA to determine that the proposed
changeisinfact, in conformancewith therulesfor full certification or distinct part certification, whichever
goplies. Theinditution or ingtitutional complex must adhere to the notification requirementsfound in 42 CFR
483.10(b)(12)(ii)(A) and theresidentsrights requirementsfound in42 CFR 483.10(0). Therequest must
be approved by the RO or SA before the ingtitution or institutional complex makes the change. No
changes are made on aretroactive basis.

2337.6 Cost Report Requirement After Change in Bed Size and/or Change in Designated Bed
L ocation(s).--Whereaningtitution or ingtitutional complex receivesapprova for achangeinbed szeand/or
achangeinitsdesignated bed locations, it will be required to file one cost report covering the period from
the beginning of its reporting period to its regular year-end reporting time. Where an institution or
ingtitutional complex changesits bed sze or its designated bed location(s) during its cost reporting year,
adequate statistical data must be maintained to corroborate the basis for alocation of costs. One of the
required statistics must be the number of square feet used by the certified area and nonparticipating area
both before and after the effective date of the changein bed size and/or the effective date of the changein
designated bed location(s). The SNF will usethe welghted average method to determine the total square
feet used by the certified area and the nonparticipating area during the year. The number of square feet
used by the certified area and the nonparticipating area, as determined by this method, will be used as a
badsto alocate those expensesthat are required to be allocated on the basis of squarefeet. This method
will be used only for ayear in which a change in bed sze and/or a change in designated bed |ocation(s)
OCCUrs.
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EXAMPLES:
A. Facts:

Total square feet in facility

Wholly certified SNF

Distinct-part SNF
Certified area - 50,000 sq. ft.
Nonparticipating area - 50,000 sg. ft.

Computation of total square feet used by each area:

Certified area - 6 months x 100,000 sg. ft.
Certified area - 6 months x 50,000 sg. ft.

Nonparticipating-6 months x 50,000 sg. ft.

100,000 sq. ft.
6 months
6 months

600,000
300.000
900,000 = 75%
300.000 = 25%

area 1.200.000 100%

Certified area - 75% x 100,000 sqg. ft.
Nonparticipating - 25% x 100,000 sg. ft.
area

B. Facts:

Total Square feet in facility
Distinct-part SNF
Certified area - 50,000 sq. ft.
Nonparticipating area - 50,000 sg. ft.
Distinct-part SNF
Certified area - 25,000 sq. ft.
Nonparticipating area - 75,000 sg. ft.

Computation of total square feet used by each area:

Certified area - 9 months x 50,000 sqg. ft.
Certified area - 3 months x 25,000 sqg. ft.

Nonparticipating area - 9 months x 50,000 sg. ft=
Nonparticipating area - 3 months x 75,000 sg. ft.

Certified area - 43.75% x 100,000 sg. ft.
Nonparticipating area - 56.25% x 100,000 sqg. ft.

75,000 sq. ft.
25.000 sq. ft.
100,000 sq. ft.

100,000 sq. ft.
9 months

450,000
75.000

525,000 = 43.75%

450,000
= 225,000

675.000 = 56.25%

[,200.000 100.00%

43,750 sq. ft.
56.250 sq. ft.
100,000 sg. ft.
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