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CONSULTATION PRIOR TO PREPARING AN APPLICATION

Before preparing the application, the applicant should contact the Division of Certificate of Public Need of the Virginia Department of Health and the regional health planning agency (RHPA), if one is in operation for the area encompassing the project site, concerning existing community health resources and the projected need for the proposed project.  Of particular importance is a discussion of the information required to complete the application.  The applicable review standards from the State Medical Facilities Plan and the Code of Virginia's required considerations for review of certificate of public need applications are included in this application form.  Any applicable RHPA plans and policies will be made available upon request to the RHPA.

The Division of COPN and the RHPA can be contacted at the following addresses and telephone numbers:

Commonwealth of Virginia:


Virginia Department of Health





(804) 367-2126


Division of COPN








FAX (804) 527-4501

9960 Mayland Drive, Suite 401





E-mail:  [first name.last name]@vdh.virginia.gov


Henrico, Virginia  23233-1463
Health Planning Region II:


Health Systems Agency of Northern Virginia


(703) 573-3100


7245 Arlington Boulevard, Suite 300




FAX (703) 573-1276


Falls Church, Virginia  22042





E-mail:  hsanv@aol.com

PREPARATION AND ORGANIZATION OF THE APPLICATION

General.  All regular text prepared by the applicant should be in a typeface (font) of at least ten points in size.  Tables, other numeric material, and limited special text prepared by the applicant should be in a typeface of not less than eight points in size.  All material, whether prepared by the applicant or prepared by others and submitted as an attachment to the application, must be fully legible as submitted and capable of being legibly reproduced on a typical office copy machine.

Body of the Application.  The preferred method of preparing the application is for the applicant to answer each question immediately following that question (for longer-answer, description or discussion questions) or in the specific blank space provided (for most short-answer questions).  Very lengthy answers or those involving data tables or other special formats may be presented as separate exhibits or attachments to the application (see “Attachments” below).  

Text portions of the application should be prepared on standard paper and placed in a loose-leaf ring binder that permits convenient insertion and removal of individual pages.  (Plastic spiral-bound, stapled, Acco-fastener, or other similar methods of assembly are not desirable.)  Any later amendments or additions to the application (including responses to the Department’s “completeness” questions) should be prepared as whole-page replacements or additions to be inserted in the proper place in the ring binder.

Each page in the body of the application, including any replacement or additional pages filed later, should show:  (1) brief name of the project, (2) the assigned COPN request number, (3) the date the material was prepared, and (4) the page number.  (Page numbers may be subdivided, 1.1, 1.2, etc., to accommodate additional pages filed later.)

Attachments to the Application.  If the response to a question on the application form incorporates a separate document (e.g., legal document, separate study, drawing, etc.) or is extremely long, the response may be provided in whole or in part as a separate exhibit or attachment to the application.  All exhibits or attachments should be presented sequentially, immediately following section VI “Assurances” of the application form.  An index or list of all attachments should precede the first one.  

Each exhibit or attachment to the application must be labeled to identify the section of the application form to which it relates.  For example, an attached partnership agreement should be labeled as attachment (exhibit) I.E, because it responds to section I.E of the application form.  Similarly, an attached copy of a financial feasibility study should be labeled as attachment (exhibit) IV.D.6, because it responds to section IV.D.6 of the application.

In so far as possible, all attachments to the application should be placed in the ring binder with the body of the application.  Drawings or other items prepared on oversized sheets should be folded, placed in plastic pockets, and included in the ring binder in the correct sequence, behind a properly labeled divider.  An unusually bulky attachment or a bound document unsuitable for the ring binder may be presented separately from the ring binder and labeled to show the section of the application form to which it relates.

Each attachment should be separated from surrounding material by a tabbed divider sheet or some other device (labeled to show the related section of the application form), so that a reader of the application can quickly locate any particular attachment.

INSTRUCTIONS FOR COMPLETING SECTION V, SUBSECTION E:

ESTIMATED CAPITAL COSTS

GENERAL

If additional space is required, attach a separate sheet and show the line number to which the additional information relates.  Spaces left blank will be interpreted to mean zero or not applicable.
Provide capital and financing cost data relating only to nursing home beds and services, even if the construction project will also provide facilities for other than nursing home beds and services.  If the project also involves beds and services other than for nursing home residents, briefly describe the method or basis for apportioning capital and financing costs between the nursing home and any other components of the construction project.
SECTION V, SUBSECTION E, ITEM 1

EXISTING SPACE TO BE CONVERTED TO NURSING HOME USE

Conversion (reassignment) of existing space, not part of a previously approved COPN project, for use in a COPN-reviewable project represents a consumption of resources on behalf of the COPN project, just as new construction would.  It therefore is considered part of the project cost.  Report the cost of the space to be converted to nursing home use as the net depreciated value of the space, determined from the facility’s accounting records.  (Exclude from this amount any remodeling or modernization costs to convert the space to the planned new use.  Remodeling and modernization costs are to be reported in item E.2.)

SECTION V, SUBSECTION E, ITEM 2

DIRECT CONSTRUCTION COSTS
Report the planned expenditures for the construction, remodeling, or modernization of the primary structure(s) to provide nursing home services and for all equipment for nursing home services included in the construction contract, such as life support systems, communications systems, etc.  Attach a separate schedule showing each category of equipment included in direct constructions costs and the number of items and total cost per category.  

If the project also involves beds and services other than for nursing home residents, briefly describe the method or basis for apportioning the direct construction costs between the nursing home and any other portions of the construction project.
SECTION V, SUBSECTION E, ITEM 3

EQUIPMENT NOT INCLUDED IN CONSTRUCTION CONTRACT OR FACILITY LEASE
List and price the depreciable equipment to be purchased which was not supplied as part of the construction contract (line 2c above) or not included in the lease of a leased facility (line 4c below).  This generally includes equipment not permanently affixed to the structure.  Examples include x-ray equipment, beds, freezers, etc.  List by individual item or by category as appropriate.  Be complete.

List the equipment to be leased (other than that included in a facility lease, line 4c below), and report the entire contract lease amount summed over the full term of the lease.  Ignore any optional extensions or renewals of the lease.  Ignore lease escalator provisions, unless they are fixed in amount or percentage at the time the lease is executed.  (For example, ignore escalator provisions tied to an inflation index or tied to undetermined future utilization of the equipment.)

SECTION V, SUBSECTION E, ITEM 4

SITE ACQUISITION COSTS
Report the cost of acquiring the site for the nursing home project covered by this application.  If the site will serve more uses than just the nursing home project covered by this application, include only that portion of the total site acquisition cost that is appropriately allocable to the land necessary to support the nursing home project.  Describe the basis for any apportionment of site acquisition costs between the nursing home and any other components of the project.  If an existing structure is included in the site purchase price, and it is anticipated that this structure will continue to be used for any purpose, apportion the total site purchase price between the value of the existing structure and the value of the raw land (lines 4b(1) and 4b(2)).  

For a leased facility or leased site, report the entire contract lease amount summed over the full term of the lease.  Ignore any optional extensions or renewals of the lease.  Ignore lease escalator provisions, unless they are fixed in amount or percentage at the time the lease is executed.  (For example, ignore escalator provisions tied to an inflation index or tied to undetermined future expenses of the landlord.)  

If the leased facility or leased site will serve more uses than just the nursing home project covered by this application, apportion the lease expense to the nursing home project, using a reasonable and convenient method of apportionment.  Explain the method that was used and provide the data used to apportion the lease expense to the nursing home project.

If the site was acquired or is proposed to be acquired by some means other than a current purchase or lease (for example, use of land held by a parent corporation), consult with the Division of COPN regarding the site acquisition cost to be shown in this item.

SECTION V, SUBSECTION E, ITEM 5

SITE PREPARATION COSTS
Report the expenses of site preparation work related to the nursing home project covered by this application.  If the site will serve more uses than just the nursing home project covered by this application, apportion the site preparation expenses accordingly and describe the basis for the apportionment.  Earth work (line a) refers primarily to land contouring.  Site utilities (line b) include the installation of water, sewer, electric, and gas utilities.  Roads and walks (line c), lawns and planting (line d), and unusual site conditions (line e) refer to expenses for on-site work only.  Accessory structures (line f) are unattached structures, such as storage buildings, garages, etc., to be used in support of the nursing home.  Demolition expenses (line g) are those incurred in clearing standing structures from the project site.

SECTION V, SUBSECTION E, ITEM 6

OFF-SITE COSTS
Report expenses for off-site work, such as extension of utilities to the site, modification of highways for safe entrance, etc., which will serve the nursing home project covered by this application.  If the site will serve more uses than just the nursing home project covered by this application, apportion the off-site expenses accordingly and describe the basis for the apportionment.

SECTION V, SUBSECTION E, ITEM 9

TAXES DURING CONSTRUCTION
Estimate the property taxes to be paid during the construction period.  List any other taxes or government fees, such as permit fees, utility connection fees, cash or non-cash proffers, etc., expected to be paid during the construction period.  If the site will serve more uses than just the nursing home project, include only that portion of total property taxes, any other taxes, and any fees allocable to the nursing home project and its supporting land area covered by this application.  

SECTION V, SUBSECTION E, ITEM 10

HUD SECTION 232 FINANCING
or

SECTION V, SUBSECTION E, ITEM 11

INDUSTRIAL DEVELOPMENT AUTHORITY REVENUE

AND GENERAL OBLIGATION BOND FINANCING
or

SECTION V, SUBSECTION E, ITEM 12

CONVENTIONAL MORTGAGE LOAN FINANCING
Complete item 10, or item 11, or item 12, according to the method of financing for the project.

INSTRUCTIONS FOR COMPLETING SECTION V, SUBSECTION F:

NURSING HOME ACTUAL AND PROJECTED REVENUE AND EXPENSE STATEMENT
GENERAL

Project nursing home revenue and expense data for the first two twelve-month periods of operation after project completion.  All projections should relate only to nursing home beds and services and should exclude any revenue and expenses attributable to beds and services for other than nursing home residents.  

Indicate the final month of each twelve-month period to which the data applies.  Be sure the annual periods used in this subsection agree with those used in Table III-B, attached to the application form, and in Table V-F-1.  If the project includes an existing nursing home, the projected revenue and expense data should cover the existing nursing home along with the nursing home addition or changes proposed.

Base all projections of future revenue and expenses on current levels of wages and prices, on current third-party reimbursement rates that would apply to the proposed facility if it were in operation at the time the application is submitted, and on the facility’s proposed charges immediately following project completion.  Do not incorporate any allowance for inflation.  (Please see the note on page 9 for discussion of circumstances where projected increases in reimbursement rates would not reflect inflation and should be incorporated into the revenue projections presented in the application.)

If the project includes an existing nursing home, provide actual revenue and expenses for the existing nursing home for two preceding twelve-month periods ending as close as possible to the filing date of the application.  Indicate the final month of each twelve-month period to which the data applies.

If additional space is required, attach a separate sheet and show the line number to which the separate information relates.  Spaces left blank will be interpreted to mean zero or not applicable.

SECTION V, SUBSECTION F, PART II

REVENUE
Report patient care revenue according to the principal source of payment for each nursing home patient.  For example, if a patient’s principal source of payment is Medicaid, report all payment on behalf of that patient as Medicaid, even though some of the payment may have been from Medicare Part B, and some of the payment may have been made directly by the patient as part of the required patient co-insurance.

“Medicaid specialized care” refers to very intensive nursing home care, as defined by the Virginia Department of Medical Assistance Services (DMAS).  Medicaid specialized care is given to Medicaid patients approved for such care in nursing homes designated by DMAS as authorized to provide this care and eligible to receive the special reimbursement rates established for it.

Each patient care revenue category includes a line for “Other” revenue.  Other revenue is all payment received on behalf of patients whose principal source of payment is other than Medicare, Medicaid, or self-pay.  These “other” sources may include Veterans Administration, commercial insurance, HMOs, local government, etc.  

Describe the principal assumptions used in the revenue projections, so that reviewers of the application can assess the reliability of the projections.  Key assumptions for the revenue projections might include the projected mix of patients by principal payment source and the projected frequency of particular patient conditions that will require specific ancillary services and produce ancillary services revenue.  The revenue projections should be consistent with the utilization and payer-source information provided in Table V-F-1 and the room-rate information provided in Table V-F-2 (except as noted just below).

Report “Other Revenue," i.e., non-patient care revenue, in lines 13a through 13h.

Base all projections of future revenue on the facility’s proposed charges immediately following project completion and on current methodologies, parameters, and rates for third-party reimbursement that would apply to the proposed facility if it were in operation at the time the application is submitted.  Do not incorporate any allowance for inflation of reimbursement rates beyond the rates in effect when the application is submitted.  

(NOTE:  “Inflation” is an increase in the price, charge, or rate for a specific and fixed unit of service.  If the unit of service changes in content or character, and if that change results in a higher reimbursement rate, “inflation” has not occurred.  For example, if a nursing home’s Medicaid patient mix becomes more “service-intensive” or "higher acuity", the Medicaid rate will subsequently increase.  Such a rate increase does not constitute “inflation”, and the expected rate increase should be reflected in the application's projected future revenues.  Also, if an existing nursing home expands, the new construction at today’s costs will likely result in an increase in Medicaid-reimbursable plant cost per patient day.  Since the increased plant reimbursement rate results from the normal application of the current reimbursement methodology and not from an “inflation” allowance, this increased revenue is not “inflation” and it should be included in the revenue projections presented in the application.)

SECTION V, SUBSECTION F, PART III THROUGH PART VI

The categorization and definition of expenses used for the COPN application form follow those employed by the Virginia Medicaid program.  Applicants are expected to be familiar with the expense-reporting instructions of the Virginia Medicaid program.  The instructions here are not intended to replicate or substitute for those from Virginia Medicaid.  All actual and estimated expenses that would be reported in a standard income statement should be shown here, whether or not they are reimbursable by the Virginia Medicaid program.  

Describe the principal assumptions used in the expense projections, so that reviewers of the application can assess the reliability of the projections.  Key assumptions for the expense projections might include the projected frequency of particular patient conditions that will require specific ancillary services and result in ancillary services expenses.  

The expense projections should be consistent with the compensation and staffing information provided in Table III-C, attached to the application form.  Show the number of full-time-equivalent (FTE) personnel in the places indicated.  An FTE is defined as 2,080 paid hours per year.  For facilities that use a 7.5-hour workday for nursing staff, use 1,950 hours to calculate FTEs, and note in the application that this is the definition of nursing staff FTEs that was used.

Base all projections of future expenses on the current level of wages and prices that would apply to the proposed facility if it were in operation at the time the application is submitted.  Do not incorporate any allowance for inflation.
SECTION V, SUBSECTION F, PART III

DIRECT PATIENT CARE EXPENSES
Part III deals with “direct” patient care expenses, as defined by the Virginia Medicaid program.  

All employee benefit and payroll tax expenses for nursing personnel are included in nursing administration expenses.  Nursing care expenses (other than nursing administration) are further subdivided by certification unit and Medicaid specialized care beds within the nursing home.  Each subdivision of nursing care expenses asks for “non-personnel expense,” such as minor supplies or materials whose expense is not reported elsewhere, for example in central supply.

SECTION V, SUBSECTION F, PART IV

INDIRECT PATIENT CARE EXPENSES
Part IV deals with “indirect” patient care expenses, as defined by the Virginia Medicaid program. 

In “Other A&G expenses,” include such items as travel, vehicle operation and maintenance, employee education, professional publications, telephone, management consulting services (those not included in home office charges or management fees), liability or other non-property insurance, licenses and permits, taxes not properly classifiable elsewhere, rental or purchase of non-depreciable office equipment, office supplies, and similar items not properly classifiable elsewhere.  Do not include personal property taxes on depreciable equipment and real property taxes here.  Report them in “capital-related expense.”  Do not report income taxes.

Note the Virginia Medicaid program’s distinction between direct care and indirect care expenses for nursing administration, and report them accordingly.  Be sure they are neither overstated by duplication nor understated by incompleteness.

SECTION V, SUBSECTION F, PART V

EXPENSES OTHER THAN DIRECT AND INDIRECT PATIENT CARE
Report depreciation of the building and related improvements on the site and depreciation of equipment whose purchase expense was capitalized.  Report amortization of financing costs, leasehold improvements, good will, and similar assets, if present.  

Report interest on debt used to finance the development or purchase of the nursing home or the purchase of other capitalized assets.  (Report interest on any borrowings for operating purposes in “Administration & General.”)

Report taxes on real property and on any other capitalized assets subject to a personal property or similar tax.  Report the expense of fire and casualty insurance covering plant and equipment.  (Report the expense of separate liability insurance in “Administration & General.”)  

Report the rental expense of a leased nursing home or leased site and the rental expense of leased equipment that would normally be subject to a depreciation schedule if owned.  (Report the rental expense of minor equipment, which normally would not be capitalized and depreciated, in the appropriate operating expense category, e.g., rental of office equipment in “Administration and General.”)
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