
FRV (Fair Rental Value)
Steven Jones

Manager ORCA, UDOH

8/22/2024



FRV
Location for all of this information is in the State Plan 

under 4.19-D - Methods and Standards for 
Establishing Payment Rates - Skilled Nursing and 

Intermediate Care Facility Services
And

the Medicaid website

https://medicaid.utah.gov/stplan/

https://medicaid.utah.gov/stplan/l
ongtermcarenffcp/



FRV

• Used as part of the NF rate setting process
• Case Mix
• Flat Rate
• Property (FRV)

• Based on:
• Square Footage of facility
• Number of licensed beds
• Year of initial construction

• RS Means rate
• Capital changes

• FRV Calculation



FRV calculator
https://medicaid.utah.gov/stateplan/NursingHomes/FRV/FRV%20Calculation%20T
emplate.xlsx

https://medicaid.utah.gov/stateplan/NursingHomes/FRV/FRV%20Calculation%20Template.xlsx
https://medicaid.utah.gov/stateplan/NursingHomes/FRV/FRV%20Calculation%20Template.xlsx
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FRV

This is the Fair Rental Value of the facility as calculated each July 1. 
It reflects the fair rental market value of the facility.

(See Section 634) 

FRV Data Report - Generally, the FRV Data Report reporting period is 
for 12 months. However, when there is a new facility or a change in 
owners or operators, there may be reporting periods of less than 12 
months. Normally, the reporting period is March 1 through February 

28 or 29. 



FRV Data Report

FRV Data Report – The Fair Rental Value Data report is an 
optional report that provides the State with more timely 

information for inclusion in the FRV calculation.

The Fair Rental Value Data Report is used for reporting 
capital improvements and related items for use in the FRV 

calculation.



FRV Data Report

In order to recognize, in a timely manner, facility construction costs, 
this optional report must be submitted if the facility wishes the 

Department to include that information in
calculating its Fair Rental Value.

This report is due on the first business day of March. This report is 
optional. It must be submitted for the data to be used in the 

following July 1 FRV calculation. Failure to submit this report, or 
having submitted it late, will preclude the information from being 

used in the following July 1 FRV calculation.



FRV for property

Property costs will be calculated and reimbursed as a component of the 
facility rate based on a Fair Rental Value (FRV) System.

(a) Under this FRV system, the Department reimburses a facility based on 
the estimated value of its capital assets in lieu of direct reimbursement 
for depreciation, amortization, interest, and rent or lease expenses. The 
FRV system establishes a nursing facility's bed value based on the age of 
the facility.

(i) The initial age of each nursing facility used in the FRV calculation is 
determined as of September 15, 2004, using each facility's initial 
year of construction.

(ii) The age of each facility is adjusted each July 1 to make the facility 
one year older.



FRV for property

(iii) The age is reduced for replacements, major renovations, or additions 
placed into service since the facility was built, provided there is sufficient 
documentation to support the historical changes.

A. If a facility adds new beds, these new beds are averaged into the age 
of the original beds to arrive at the facility's age. The number of beds added 
is obtained through the State’s facility licensing entity prior to calculating the 
FRV for the new rate period.

B. If a facility reduces beds, the reduced beds are subtracted from the 
total beds used. The number of beds added or reduced is obtained through 
the State’s facility licensing entity prior to calculating the FRV for the new rate 
period.



FRV for property

C. If a facility has replacement beds, these replacement beds are averaged 
into the age of the original beds to arrive at the facility's age.

I. The project must have been completed during a 24-month period, 
except during an emergency as declared by the president of the United States 
or the governor, affecting the building or renovation of the physical facility 
which may extend up to 24 additional months as approved by the Utah 
Medicaid director or designee, and reported on the FRV Data Report for the 
reporting period used for the July 1 rate year and be related to the 
reasonable functioning of the nursing facility.

D. If a facility completed a major renovation, the cost of the project is 
represented by an equivalent number of new beds.



FRV for property

(I) The project must have been completed during a 24-month period and 
reported on the FRV Data Report for the reporting period used for the 
July 1 rate year and be related to the reasonable functioning of the 
nursing facility. Renovations unrelated to either the direct or indirect 
functioning of the nursing facility shall not be used to adjust the facility's 
age.

(II) The equivalent number of new beds is determined by dividing the cost of 
the project by the accumulated depreciation per bed of the facility's existing 
beds immediately before the project.

(III) The equivalent number of new beds is then subtracted from the total 
actual beds. The result is multiplied by the difference in the year of the 
completion of the project and the age of the facility, which age is based on 
the initial construction year or the last reconstruction or renovation project. 
The product is then divided by the actual number of beds to arrive at the 
number of years to reduce the age of the facility.



FRV for property

(b) A nursing facility's fair rental value per diem is calculated as follows:
As used in this subsection (b), "capital index" is the percent change in the Salt 
Lake City Location Factor as found in the two most recent annual R.S. Means 

Data.

(i) On July 1, 2004, the buildings and fixtures value per licensed bed is $50,000. To this $50,000 is 
added 10% ($5,000) for land and 10% ($5,000) for movable equipment. Each nursing facility's 
total licensed beds are multiplied by this amount to arrive at the "total bed value." The total bed 
value is trended forward by multiplying it by the capital index and adding it to the total bed value 
to arrive at the "newly calculated total bed value." The newly calculated total bed value is 
depreciated, except for the portion related to land, at 1.50 percent per year according to the 
weighted age of the facility. The maximum age of a nursing facility shall be 35 years. There shall 
be no recapture of depreciation. The base value per licensed bed is updated annually using the 
R.S. Means Data as noted above. Beginning July 1, 2008, the 2007 base value per licensed bed is 
used for all facilities, except facilities having completed a qualifying addition, replacement or 
major renovation. These qualifying facilities have that year's base value per licensed bed used in 
its FRV calculation until an additional qualifying addition, replacement or major renovation 
project is completed and reported, at which time the base value is updated again



FRV for property

(ii) A nursing facility's annual FRV is calculated by multiplying the 
facility's newly calculated bed value times a rental factor. The rental factor 
is 9 percent.

(iii) The facility's annual FRV is divided by the greater of:
(A) the facility's annualized actual resident days during 

the cost reporting period; and
(B) for rural providers, 65 percent of the annualized 

licensed bed capacity of the facility and, for urban providers, 85 percent 
of the annualized licensed bed capacity of the facility.

(iv) The FRV per diem determined under this fair rental value 
system shall be no lower than $8.



FRV for property

(c) A pass-through component of the rate is applied and is 
calculated as follows:

(i) The nursing facility's per diem real property tax and real 
property insurance cost is determined by dividing the sum of the facility's 
allowable real property tax and real property insurance costs, as reported in 
the most recent FCP or FRV Data Report, as applicable, by the facility's 
actual total resident days.

(ii) For a newly constructed facility that has not submitted 
an FCP or FRV Data Report, the per diem real property tax and real 
property insurance is the average daily real property tax and real property 
insurance cost of all facilities in the FRV calculation.
For examples of fair rental value calculations, please go to 
https://medicaid.utah.gov/stplan/longtermcare/.



Rate Sett ing

The base line per diem rate for all residents in the facility 
consists of:
1) a Case Mix component (See Section 921),
2) a flat rate component (See Section 922), and
3) a property component (See Section 600).



New  Facilit ies

Newly constructed or newly certified facilities’ rates will be calculated as follows: Property component: For a 
newly constructed or newly certified facility that has not submitted an FCP or FRV Data Report, the per diem 
property tax and property insurance is the average daily property tax and property insurance cost of all 
facilities in the FRV calculation.
Case Mix rate component: Newly constructed or newly certified facilities’ Case Mix component of the rate shall 
be paid using the average case mix index. This average rate shall remain in place for a new facility until such 
time as adequate MDS data exists for the facility, whereupon the provider’s case mix index is established. At 
the following quarter’s rate setting, the Department shall issue a new case mix adjusted rate.
Flat rate component: The flat rate component will be the same for all facilities.
An existing facility acquired by a new owner will continue at the same case mix index and property cost 
payment established for the facility under the previous ownership.
(a) Subsequent quarter’s case mix index will be established using the prior ownership facility MDS data 

combined with the new facility ownership MDS data.
(b) The property component will be calculated for the facility at the beginning of the next SFY as noted in 
Section 634. 



Th a n k  yo u !
Steven Jones

stjones@utah.gov / 801-538-6862
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