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Allowable operating costs as determined in the preceding paragraphs will be trended by 
the Medicare inflation factor. 

Effective July 01, 2021 through March 31, 2022, operating rates of payment will be 
increased for a Cost of Living Adjustment (COLA), calculated to support a one percent 
(1.0%) annual aggregate payment to be paid out over the 9 month period between July 
1, 2021 and March 31, 2022, and a one percent (1%) annual increase to be paid out over 
12 months in subsequent years until such time as the COLA increase is reflected in the 
base period cost reports. 

Effective on or after February 1, 2022, the C/DC rate component will be adjusted to include 
a twenty-five percent (25%) increase to include additional funds, not included in the base 
year, appropriate to maintain the required level of care. This increase will be included until 
such a time as the increase is reflected in the base period cost reports.  
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2. CAPITAL COSTS
To allowable operating costs are added allowable capital costs. Allowable capital costs are
determined by the application of principles developed for determining reasonable cost
payments under the Medicare program. Allowable capital costs include an allowance for
depreciation and interest. To be allowable, capital expenditures which are subject to the
Office of Mental Health’s Prior Approval Review (PAR) procedures must be reviewed and
approved by the Office of Mental Health.

Transfer of Ownership 
In establishing an appropriate allowance for depreciation and for interest on capital 
indebtedness and (if applicable) a return on equity capital with respect to an asset of a 
hospital which has undergone a change of ownership, that the valuation of the asset after 
such change of ownership will be the lesser of the allowable acquisition cost of such asset 
to the owner of record as of July 18, 1984 (or, in the case of an asset not in existence as 
of such date, the first owner of record of the asset after such date), or the acquisition cost 
of such asset to the new owner. 

3. APPEALS
The Commissioner will consider requests for rate revisions which are based on errors in
the calculation of the rate or based on significant changes in costs resulting from changes
in:

Capital projects approved by the Commissioner in connection with OMH’s PAR
procedures.
OMH approved changes in staffing plans submitted to DOH in a form as determined
by the DOH.
OMH approved changes in capacity approved by the Commissioner in connect with
OMH’s PAR procedures;
Other rate revisions will be based on requirements to meet accreditation standards
of the Joint Commission on Accreditation of Hospitals, or other Federal or State
mandated requirements resulting in increased costs.

Revised rates will utilize existing facility cost reports, adjusted as necessary. The rates of 
payment will be subject to total allowable costs, total allowable days, staffing standards 
as approved by the Commissioner, and a limitation on operating expenses as determined 
by the Commissioner. These rates must be certified by the Commissioners of OMH and 
DOH and approved by the Director of the Budget. 




