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(i) 	 ONE-HALF OF THE CHANGEINCONSTRUCTION COSTS 
DURING THETIMETHE LESSOR HELD EACH ASSET 
UNTIL THE BEGINNING OF THE LEASE, AS CALCULATED 
BY ODHS USING THE "DODGE BUILDING COST INDEXES, 
-NORTHEASTERN AND CENTRALNORTH STATES," 
PUBLISHED BY MARSHALL AND SWIFT;OR 

(ii) 	 ONE-HALF OF THECHANGEINTHE "CONSUMER _PRICE 
INDEX FOR ALL ITEMS FOR ALL URBAN CONSUMERS," 
AS PUBLISHED BY THEUNITED STATES BUREAU OF 
LABOR STATISTICS, TIME THEDURING THE THAT 
LESSOR HELD EACH ASSET UNTILTHE BEGINNING OF 
THE LEASE. 

(b) 	 IMPUTEDDEPRECIATIONEXPENSESHALL BE BASED ON THE 
ALLOWABLE COST BASIS AS DETERMINED UNDER PARAGRAPH / 

(F)(2)(a) OFTHIS RULE. FOR PURPOSES OF CALCULATING THE 
IMPUTED DEPRECIATION EXPENSE, THE LESSEE SHALL: 

(i) 	 SEPARATE THE LEASED ASSETS INTOTHREE ACCOUNTS 
AND DEPRECIATE THE SEPARATED LEASED ASSETS 
USING THE FOLLOWING USEFUL LIVES: 

(a) "LAND" IS NOTDEPRECIATED;AND 

INCLUDE AND@) 	 "BUILDINGS" BUILDINGS 
RENOVATIONS COMPLETED BY THE LESSOR A N D  
SHALL BE DEPRECIATED OVER A t h i r t y  three 
YEAR USEFUL LIFE; A N D  

&) 	 "EQUIPMENT"IS ALL ASSETS NOTINCLUDEDIN 
LAND OR BUILDINGSSHALL BE 
DEPRECIATED OVER A TEN-YEAR USEFUL LIFE. 

(ii) A DEPRECIATIONSCHEDULE ESTABLISHED AT THE 
THE LEASEINCEPTION OF SHALL BE USED TO 

DETERMINE THE ANNUAL DEPRECIATIONIMPUTED 
EXPENSE. - -1 
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(iii) 	 IN THE CASE OF A CAPITALLEASE, REPORT DOUBLE 
ACCUMULATED DEPRECIATION IN AN AMOUNT EQUAL 
TO TWICE THE DEPRECIATION EXPENSE INCURRED ON 
ITS COST REPORT FOR THE FIRST YEAR OF OPERATION 
UNDER THE LEASE IF THEPROVIDER REQUESTS A RATE 
ADJUSTMENT FOR THE CHANGE IN LEASE. 

(c) IMPUTED INTEREST EXPENSESHALL BE BASED ON THE 
ALLOWABLE COST BASIS ASDETERMINED UNDER PARAGRAPH 
(F)(2)(a)OF THIS RULE. FOR PURPOSES OF CALCULATING THE 
IMPUTED INTEREST EXPENSE, THE LESSEE SHALL: 

(i) 	 ASSUME AN AMORTIZATION PERIOD OF THIRTY-THREE 
YEARS. 

* 
(ii) 	 CALCULATE THE IMPUTEDINTEREST RATE FOR THE 

FIRST YEAR OF OPERATION UNDER THE LEASE. 

(iii) 	 AN AMORTIZATION SCHEDULE ESTABLISHED AT THE 
INCEPTION OFTHE LEASE SHALL BE USED TO 
CALCULATE THE ANNUAL IMPUTEDINTEREST 
EXPENSE,EXCEPT AS PROVIDED UNDER PARAGRAPH 
(F)(2)(c)(v) OFTHIS RULE. 

IMPUTED RATE.( iv )  	 THE INTERESTSHALL BE 
RECALCULATED ON THE FIRST BUSINESS DAY OF 
JANUARY FOLLOWING FIVECALENDAR YEARS OF 
OPERATION AND EVERY FIVE YEARS THEREAFTER. 

(V) A REVISED AMORTIZATION SCHEDULESHALL BE 
ESTABLISHED EACH TIME THEIMPUTED INTERESTRATE 
IS RECALCULATED UNDER PARAGRAPH (F)(2)(c)(iv) OF 
THIS RULE USING THE RECALCULATEDIMPUTED 
INTEREST RATE, THE REMAINING AMORTIZATION 
PERIOD A N D  THE UNAMORTIZED BALANCE FROM THE 
PREVIOUS AMORTIZATION SCHEDULE. 

- .I 
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(G) 	 FOR A LEASE OF A NF WITH A DATE OF LICENSURE ON OR AFTER M A Y  27, 
1992, THAT WAS NOT INITIALLY OPERATED UNDER A LEASE AND HAS NOT 
BEEN IN EXISTENCE AT LEAST TENYEARS, ACTUAL, ALLOWABLE COST OF 
OWNERSHIP SHALL INCLUDE THE LESSER OF THE FOLLOWING: 

(1) THE ANNUAL LEASE EXPENSE; OR 

( 2 )  THE PORTION OF THE ANNUAL LEASE EXPENSETHAT IS EQUAL TO 
A N  IMPUTED EXPENSE FOR DEPRECIATION AND INTEREST 

INCEPTION OFCALCULATED AT THE THE LEASE USING THE 
LESSOR'S HISTORICAL CAPITAL ASSET COST BASIS. THE IMPUTED 
EXPENSE IS CALCULATED BELOW: 

(a)IMPUTEDDEPRECIATION EXPENSE SHALL BE BASEDON THE 
LESSOR'S HISTORICAL CAPITAL ASSET COST BASIS.FOR 
PURPOSES OF CALCULATING THE IMPUTED DEPRECIATION 
EXPENSE, THE LESSEE SHALL: * IC 

(i) 	 SEPARATETHE LEASED ASSETS INTO THREE ACCOUNTS 
AND DEPRECIATE THESEPARATED LEASED ASSETS 
USING THE FOLLOWING USEFUL LIVES: 

(a) "LAND" IS NOT DEPRECIATED; AND 

INCLUDE AND(b) 	 "BUILDINGS" BUILDINGS 
RENOVATIONS COMPLETED BY THE LESSOR AND 
SHALL BE DEPRECIATED OVER A THIRTY-THREE-
YEAR USEFUL LIFE; A N D  

(c) 	 "EQUIPMENT" IS ALL ASSETS NOT INCLUDEDIN 
LAND OR BUILDINGSSHALL BE 
DEPRECIATED OVER A TEN-YEAR USEFUL LIFE. 

(ii) 	 A DEPRECIATION SCHEDULE ESTABLISHED AT THE 
INCEPTION OF THE LEASE SHALL BE USED TO 
DETERMINE THE ANNUAL IMPUTEDDEPRECIATION 
EXPENSE, 
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(iii) 	 INTHE CASE OF ACAPITALLEASE,REPORT DOUBLE 
ACCUMULATED DEPRECIATION IN AN AMOUNT EQUAL 
TO TWICE THE DEPRECIATION EXPENSE INCURRED ON 
ITS COST REPORT FOR THE FIRST YEAR OF OPERATION 
UNDER THE LEASE IF THEPROVIDER REQUESTS A RATE 
ADJUSTMENT FOR THE CHANGE IN LEASE. 

(b) THE GREATER THE IMPUTEDINTEREST EXPENSE 
CALCULATED BELOW: 

(i)  THE LESSOR’S ACTUALANNUAL AMORTIZATION OF 
FINANCING COSTS AND INTEREST EXPENSE; OR 

(i i )  	 IMPUTED INTEREST EXPENSE BASED ON SEVENTY PER 
CENTOFTHE LESSOR’S HISTORICAL CAPITAL ASSET 
COST BASIS.FOR PURPOSES OF CALCULATING THE 
IMPUTED INTEREST EXPENSE, THE LESSEE SHALL: 

(a) 

(c) 

(d) 

ASSUME AN AMORTIZATION PERIOD OF THIRTY-
THREE YEARS. 

AN AMORTIZATION SCHEDULE ESTABLISHED AT 
THE INCEPTION OF THE LEASE SHALL BE USED 
TO CALCULATE THE ANNUAL IMPUTEDINTEREST 
EXPENSE,EXCEPT AS PROVIDED UNDER 
PARAGRAPH (E)(2)(b)(ii)@)OF THIS RULE. 

IMPUTED RATETHE INTERESTSHALL BE 
RECALCULATED ON THE FIRST BUSINESS DAY OF 
JANUARY FOLLOWING FIVE CALENDAR YEARS OF 

AND FIVEEVERYOPERATION YEARS 
THEREAFTER. 

c .. 

SUPERSEDES 
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(g) 	 A REVISED AMORTIZATIONSCHEDULESHALL BE 
ESTABLISHED TIME THE IMPUTED 
INTEREST RATE IS RECALCULATED UNDER 
PARAGRAPH (E)(2)(b)(ii)a)OF THISRULE USING 
THE RECALCULATEDIMPUTEDINTERESTRATE, 
THE REMAINING AMORTIZATIONPERIOD AND 
THEUNAMORTIZED BALANCE FROM THE 
PREVIOUS AMORTIZATION SCHEDULE. 

(H) FOR A NEW LEASE OF A NF THAT WAS OPERATED UNDER A LEASE ON 
-may 27, 1992, AND THEOLD LEASE WASIN EFFECT FOR TEN YEARS, 
ACTUAL, ALLOWABLE COST OF OWNERSHIP SHALL INCLUDE THE LESSER 
OF THE FOLLOWING: 

(1)  THE ANNUAL NEW LEASE EXPENSE; OR 

(2) 	 THE OLD LEASE PAYMENT AT THE inception OF THE LEASE 
ADJUSTED BY THE LESSER OF THE FOLLOWING: 

(a) 	 ONE-HALFOFTHECHANGE IN CONSTRUCTION COSTS FROM 
THE BEGINNING OF THE OLDLEASE TO THE BEGINNING OF 
THE NEW LEASE, AS CALCULATED BY ODHS USING THE 
"DODGE BUILDING COSTINDEXES, NORTHEASTERN AND 
-north CENTRAL states PUBLISHED BY MARSHALL AND 
-SWIFT; OR 

(b) 	 ONE-HALF OF THE CHANGE IN THE "CONSUMER _PRICEi n d e x  
FOR ALL ITEMS FOR ALL URBAN CONSUMERS," AS PUBLISHED 
BY THE UNITED STATESBUREAU OF LABOR STATISTICS, FROM 
THE BEGINNING OF THE OLD LEASE TO THE BEGINNING OF 
THE NEW LEASE. 

(I) FOR A NEW LEASE OF A NF THAT WAS OPERATED UNDER A LEASE ON 
-MAY 27, 1992, AND THE OLD LEASE WAS NOT IN EFFECT FOR TEN YEARS, 
ACTUAL, ALLOWABLE COST OF OWNERSHIP SHALL INCLUDE THE LESSER 
OF THE FOLLOWING: 

(1) THE ANNUAL NEW LEASE EXPENSE; OR - .. 
(2) THE OLD LEASE PAYMENT. 

TNS date 9 8 l@j 
. .  , SUPERSEDES 
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(J) 	 EXCEPT AS PROVIDED UNDER PARAGRAPH (L) OF THISRULE, FOR A NEW 
LEASE OF A NF THAT WAS NOT IN EXISTENCE OR THAT WAS IN EXISTENCE 
BUT NOT OPERATED UNDER A LEASE, ON MAY 27, 1992,ANDTHE OLD 
LEASE WASIN EFFECT FOR TEN YEARS, ACTUAL, ALLOWABLE COST OF 
OWNERSHIP SHALL INCLUDE THE LESSER OF THE FOLLOWING: 

) THE ANNUAL NEW LEASE EXPENSE; OR 

) 	 THE PORTION OF THE ANNUAL LEASE EXPENSE THAT IS EQUAL TO 
AN IMPUTEDEXPENSE FOR DEPRECIATION AND INTEREST 
CALCULATED AT THE INCEPTION OF THE NEW LEASE USING THE 
LESSOR'S HISTORICAL CAPITAL ASSET COST BASIS. THE IMPUTED 
EXPENSE IS CALCULATED BELOW: 

(a) 	 ADJUST THE LESSOR'S HISTORICAL' CAPITAL ASSET COST 
BASIS BY THE LESSER OF: 

(i) 	 ONE-HALF OF THE CHANGE IN CONSTRUCTION COSTS 
DURING THETIMETHE LESSOR HELDEACH ASSET 
UNTIL THE BEGINNING OFTHE NEW LEASE, AS 
CALCULATED BY ODHS USING THE "DODGE BUILDING 
COST INDEXES, NORTHEASTERN AND NORTH CENTRAL 
s t a t e s  PUBLISHED BY MARSHALL AND SWIFT; OR 

(ii) 	 ONE-HALF OF THE CHANGE IN THE "CONSUMER _PRICE 
INDEX FOR ALL i t e m s  FOR ALL URBAN CONSUMERS," 
AS PUBLISHED BY THEUNITED STATES BUREAU OF 
LABOR STATISTICS, DURING THE THATTIME THE 
LESSOR HELD EACH ASSET UNTIL THE BEGINNING OF 
THE NEW LEASE. 

(b) 	 IMPUTEDDEPRECIATIONEXPENSESHALL BE BASED ONTHE 
ALLOWABLE COST BASIS AS DETERMINED UNDER PARAGRAPH 
(J)(2)(a) OF THIS RULE. FOR PURPOSES OF CALCULATING THE 
IMPUTED DEPRECIATION EXPENSE, THE LESSEE SHALL: 
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(a) "LAND" IS NOTDEPRECIATED; AND 

(h) "BUILDINGS" i n c l u d e  BUILDINGSAND 
RENOVATIONS COMPLETED BY THE LESSOR AND 
SHALL BE DEPRECIATED OVER A THIRTY-THREE-
YEAR USEFUL LIFE; AND 

(c) 	 ''EQUIPMENT" IS ALL ASSETS NOTINCLUDED IN 
LAND OR BUILDINGSSHALL BE 
DEPRECIATED OVER A TEN-YEAR USEFUL LIFE. 

(ii) 	 A DEPRECIATION SCHEDULE ESTABLISHED AT THE 
INCEPTION OF THE LEASE SHALL BE USED TO 
DETERMINE THE ANNUAL IMPUTEDDEPRECIATION 
EXPENSE. 

(iii) 	 IN THE CASE OF A CAPITAL LEASE, REPORT DOUBLE 
ACCUMULATED DEPRECIATION IN AN AMOUNT EQUAL 
TO TWICE THE DEPRECIATION EXPENSE INCURRED ON 
ITS COST REPORT FOR THE FIRST YEAR OF OPERATION 
UNDER THE NEW LEASE IF THEPROVIDER REQUESTS A 
RATE ADJUSTMENT FOR THE CHANGE IN LEASE. 

INTEREST EXPENSE SHALL BE(c) IMPUTED BASED ON THE 

ALLOWABLE COSTBASIS AS DETERMINED UNDER PARAGRAPH 


OF THIS RULE. FOR PURPOSES OF CALCULATING THE 

IMPUTED INTEREST EXPENSE, THE LESSEE SHALL: 

(ii) 	 CALCULATE THE IMPUTED INTEREST RATE FOR THE 
FIRST YEAR OF OPERATION UNDER THE LEASE. 

(iii) 'AN AMORTIZATION SCHEDULE ESTABLISHED AT THE 
INCEPTION OFTHE LEASE SHALL BE USED TO 
CALCULATE THE ANNUALIMPUTED i n t e r e s t  
EXPENSE,EXCEPT AS PROVIDED UNDER PARAGRAPH 
(J)(~)(c)(v)OF THIS RULE. c -* 

SUPERSEDES 
TNS #9&* EFFECTIVE date 
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(iv) THE INTERESTSHALLIMPUTED RATE BE 
ON THERECALCULATED FIRST BUSINESS DAY OF 

JANUARY FOLLOWING FIVE CALENDAR YEARS OF 
OPERATION AND EVERY FIVE YEARS THEREAFTER. 

(V) A REVISED AMORTIZATION SCHEDULESHALL BE 
ESTABLISHED EACH TIME THE IMPUTEDINTEREST RATE 
IS RECALCULATED UNDER PARAGRAPH (J)(2)(c)(iv) OF 

RULE USING THE RECALCULATEDTHIS IMPUTED 
INTERESTRATE, THE REMAINING AMORTIZATION 
PERIOD AND THE UNAMORTIZED BALANCE FROM THE 
PREVIOUS AMORTIZATION SCHEDULE. 

(K) 	 EXCEPT AS PROVIDED UNDER PARAGRAPH (M) OF THIS RULE, FOR A NEW 
LEASE OF A NFTHAT WAS NOT IN EXISTENCE OR THAT WAS IN EXISTENCE 
BUT NOT OPERATED UNDER A LEASE, ON MAY 27, 1992,ANDTHEOLD 
LEASE WAS NOT IN EFFECT FOR TEN YEARS, ACTUAL, ALLOWABLE COST 
OF OWNERSHIP SHALL INCLUDE THE LESSER OF THE FOLLOWING: 

( I )  THE ANNUAL NEW LEASE EXPENSE; OR 

(2)THE ANNUAL AMOUNT CALCULATED FOR THE OLD LEASE USING 
THE LESSOR'S HISTORICAL CAPITAL ASSET COST UNDER 
PARAGRAPHS (C)(2), (E)(2), (F)(2), (G)(2), AND (J)(2) OF THIS RULE OR 
FOR ANY PREVIOUS NEW LEASE UNDER THIS PARAGRAPH. 

(L) FOR A NEW LEASE OF A WITH A DATE OF LICENSUREON ORAFTER 
-MAY 27, 1992, THAT WAS INITIALLY OPERATED A LEASE,'IF THERE WAS A 
SUBSTANTIAL COMMITMENT OF MONEY FOR CONSTRUCTION OF THE NF 
AFTER DECEMBER 22, 1992, AND BEFORE JULY 1, 1993,AND THEOLD 
LEASE WAS IN EFFECT FOR AT LEAST TEN YEARS, ACTUAL, ALLOWABLE 
COST OF OWNERSHIP SHALL INCLUDE THE LESSER OF THE FOLLOWING: 

(1) THE ANNUAL NEW LEASEEXPENSE; OR 

(2) OLD PAYMENT THETHE LEASE AT INCEPTION OF THE LEASE 
ADJUSTED BY THE LESSER OF THE FOLLOWING: 

~ -. 

. 
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(a) 	 ONE-HALFOFTHECHANGEINCONSTRUCTION COSTS FROM 
THE BEGINNING OF THE OLD LEASE TO THE BEGINNING OF 
THE NEW LEASE, AS CALCULATED BY ODHS USING THE 
"DODGE BUILDING COSTINDEXES, NORTHEASTERN AND 
-north CENTRAL STATES," PUBLISHED BY MARSHALL AND 
-SWIFT; OR 

(b) 	 ONE-HALF OF THE CHANGEIN THE "CONSUMER _PRICEINDEX 
FOR ALL ITEMSFOR ALL URBAN CONSUMERS," AS PUBLISHED 
BY THE UNITED STATESBUREAU OF LABOR STATISTICS, FROM 
THE BEGINNING OF THE OLD LEASE TO THE BEGINNING OF 
THE NEW LEASE. 

(M) 	 FOR A NEW LEASE OF A NF WITH A DATE OF LICENSURE ON OR AFTER 
-MAY 27, 1992, THATWAS INITIALLY OPERATED A LEASE, IF THERE WAS A 
SUBSTANTIAL COMMITMENT OF MONEY FOR CONSTRUCTION OF THE NF 
AFTER DECEMBER 22, 1992, AND BEFORE JULY 1, 1993,AND THE OLD 
LEASE WAS NOT IN EFFECT FOR AT LEAST TEN YEARS, ACTUAL, 
ALLOWABLE COST OF OWNERSHIP SHALL INCLUDE THE LESSER OF THE 
FOLLOWING: 

(1) THE ANNUAL NEW LEASE EXPENSE; OR 

(2) THEOLD LEASE PAYMENT. 

(N) 	 FOR ANY REVISION OF A LEASE SPECIFIED UNDER PARAGRAPHS (B) TO (L) 
OFTHIS RULE, ORANY SUBSEQUENT LEASE OF A OPERATED UNDER 
SUCH A LEASE, OTHER THAN EXECUTION OF A NEW LEASE, THE PORTION 
OF ACTUAL, ALLOWABLE COST OF OWNERSHIP ATTRIBUTABLE TO THE 
LEASE SHALL BE THE SAME AS BEFORE THE REVISION OR SUBSEQUENT 
LEASE. 

(0) 	 IF A LESSOR ADDS BEDS OR RENOVATES A AND THE PROJECT HAS 
BEEN PRIOR APPROVED BY ODHS, THE LESSEE MAY SEEK RATE 
RECONSIDERATION UNDER RULE 5 101:3-3-24 OFTHE ADMINISTRATIVE 
-CODE TO INCREASE REIMBURSEMENT UNDER THE COST OF OWNERSHIP 
FOR THE INCREASED LEASE PAYMENTS WHICH RESULT FROM THE ADDED 
BEDS OR RENOVATIONS. 

--'TNS #-7407APPROVAL O A J b  
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( p )  	 THIS RULE DOES NOT APPLY TOSPECIFIC LEASES OFEQUIPMENT, BUT 
DOES APPLY IFTHE AND EQUIPMENT ARE LEASEDUNDER THE SAME 
LEASE AGREEMENT. 

(Q) 	 A PROVIDER WHO ACQUIRES A FACILITYTHROUGH A CAPITALLEASE IS 
SUBJECT TO THE RECOVERY OF EXCESS DEPRECIATION PAID (WHETHER 
IT IS IMPUTED OR ACTUAL DEPRECIATION) IN ACCORDANCE WITH RULE 
510113-3-516 OF THE ADMINISTRATIVE CODE. A LESSOR WHO HAS NEVER 
OPERATED A UNDER THE ASSISTANCEMEDICAL PROGRAM IS NOT 

PROVISIONS OF RULESUBJECT THE 510113-3-5 16 THE 
-ADMINISTRATIVE CODE. 

REPLACES RULE 5 101 13-3-22 

EFFECTIVE DATE: 

CERTIFICATION: 

DATE 

PROMULGATEDUNDER:CHAPTER 119. 

STATUTORY AUTHORITY: RC SECTION 5 11 1.02 

RULEAMPLIFIES: RC SECTIONS 5111.01, 5111.02, 5111.25 

PRIOR EFFECTIVE DATES: 7/3/80, 9/1/82, 212 1/83, 8/15/83 (EMER.),11/10/83 (EMER.), 


12/25/83,2/12/85 (EMER.), 6/1/85,8/1/87,9/30/87 (EMER.), 
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