69O-193.006 Financial Viability.

(1) In order to determine the financial viability of a Florida facility or a provider, the Office shall utilize one or more of the factors set forth in this rule to evaluate the financial condition of the facility or provider by comparing the financial information submitted by the provider with prior reports.

(2) The information derived from the factors set forth in this rule shall be used for the purpose set forth in subsection (1), through an evaluation of financial trends of a facility or provider. Due to the diversity in ownership structure, operation, debt structure, and economic models, the information obtained shall not be used as a basis of comparison to other facilities or providers.

(3) The Office shall analyze the trends of a facility and shall consider the effects that any unusual occurrence may have on the outcome of the calculations specified in subsection (6) prior to making a determination regarding the financial condition of a facility or provider.

(4) The Office may seek the assistance of members of the Continuing Care Advisory Council or other experts in reviewing and evaluating the information obtained from any facility or provider.

(5) In the event that additional information is necessary to further evaluate the condition of that facility or provider, the Office shall request additional information to further evaluate the condition of that facility or provider, and shall consider such factors as:

(a) The governing body and its financial policy statements;

(b) Management or management company;

(c) The organization’s financial plans;

(d) Financial feasibility studies;

(e) Compliance with local, state and federal laws, rules, or ordinances;

(f) Marketing plans;

(g) Continuing care contract benefits and services;

(h) Pricing;

(i) Commitment of financial support from other organizations; and,

(j) Other financial information;

(6) The calculations which shall be utilized by the Office to determine the financial viability as provided in subsection (1) are defined below, and are based on Generally Accepted Accounting Principles (GAAP) using the accrual method (unless otherwise defined) except that ratios related to revenue are adjusted and calculated on a basis excluding amortized entrance fees as revenue and including actual entrance fees received during the period under review. The calculations are divided into four categories: Profitability, Leverage, Liquidity, and Occupancy Ratios. In calculating the ratios, the Office shall use data pertaining to either the facility or provider, as appropriate, based upon the debt and operating structure of the provider.

(a) PROFITABILITY RATIO:

OPERATING RATIO – The Operating Ratio is a measure of the percentage of expenses incurred based on generated revenue and is defined as cash operating revenues divided by cash operating expenses.

	Operating Ratio
	 =
	Cash Operating Revenues

	
	
	Cash Operating Expenses 


(b) LIQUIDITY RATIOS:

1. ADJUSTED CURRENT RATIO – The Adjusted Current Ratio is a measure of liquidity and is defined as the number of dollars held in current assets plus cash and investments that are available for operations without violating loan agreements, contracts, chapter 651, F.S., or any rule promulgated pursuant thereto, per dollar of current liabilities. (Current means occurring within one year.)

	Adjusted Current Ratio 
	 =
	Current Assets

	
	
	Current Liabilities 


2. DAYS CASH ON HAND – The Days Cash On Hand Ratio reflects the number of days that a facility maintains adequate cash and/or readily marketable securities to cover average cash expenditures.

	Cash Expenses per Day 
	 =
	Cash Operating Expenses

	
	
	# of Days in Period

	Days Cash on Hand 
	 =
	Unrestricted Cash +

	
	
	Unrestricted Investments

	
	
	Cash Expenses Per Day


(c) LEVERAGE RATIO:

DEBT SERVICE COVERAGE RATIO – The Debt Service Coverage Ratio is a measure of a facility’s ability to pay its debt service payments through operations and is calculated on a cash flow basis. It is defined as the number of times net revenue is available for total debt service.   

	Debt Service Coverage Ratio
	=
	Cash Operating Revenues –

	
	
	Cash Operating Expenses

	
	
	Total Debt Service 


(d) OCCUPANCY RATIOS:

OCCUPANCY is defined as the total number of occupied units in a facility divided by the total number of units in that facility. Occupancy shall be tracked by each level of care.   

	1.Occupancy of Independent
	=
	Occupied ILU’s

	Living Units (ILU’s)
	
	Total ILU’s

	2.Occupancy of Assisted
	=
	Occupied ALU’s

	Living Units (ALU’s)
	
	Total ALU’s

	3.Occupancy of Skilled
	=
	Occupied SNF

	Nursing Beds (SNF)
	
	Total SNF

	4.Occupancy of Rental
	=
	Occupied Rentals

	Units (Rentals)
	
	Total Rentals 


Notwithstanding the foregoing, the Office shall utilize such other information, criteria, ratios or other factors as necessary in assessing or determining the financial viability of a facility or provider whose financial viability is in question.

(e) DEFINITIONS:

As used in this rule, the following terms shall have the following meanings:

1. CASH OPERATING EXPENSES means total expenses less interest, depreciation and amortization expense.

2. CASH OPERATING REVENUE means all revenue excluding amortized entrance fees and including actual entrance fees received during the period under review.

3. TOTAL DEBT SERVICE is defined as the total principal and interest expense that is due or paid on the facility within the audited period.

4. TOTAL UNITS means the sum of independent living units (ILU’s), assisted living units (ALU’s) and skilled nursing beds (SNF’s) in a facility.

(7) DEFINITIONS: As used in this rule, the following terms shall have the following meanings:

(a) CASH OPERATING EXPENSES means total expenses less interest, depreciation and amortization expense.

(b) CASH OPERATING REVENUE means all revenue excluding amortized entrance fees and including actual entrance fees received during the period under review.

(c) TOTAL DEBT SERVICE is defined as the total principal and interest expense that is due or paid on the facility within the audited period.

(d) TOTAL UNITS means the sum of independent living units (ILU’s), assisted living units (ALU’s) and skilled nursing beds (SNF’s) in a facility.
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