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HOUSE BI LL 2256

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on
By Representatives Sommers, Fronhold and Moel l er

Read first tinme 04/16/2003. Referred to Commttee on Appropriations.

AN ACT Relating to the nursing facility nedicaid paynent system
amendi ng RCW 74. 46. 165 and 74. 46. 506; providing an effective date; and
decl ari ng an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW74.46.165 and 2001 1st sp.s. ¢ 8 s 2 are each anended
to read as foll ows:

(1) Contractors shall be required to submt wth each annual
nursing facility cost report a proposed settlenent report show ng
under spendi ng or overspending in each conponent rate during the cost
report year on a per-resident day basis. The departnent shall accept
or reject the proposed settlenent report, explain any adjustnents, and
i ssue a revised settlenent report if needed.

(2) Contractors shall not be required to refund paynents nmade in
the operations, variable return, property, and financing allowance
conponent rates in excess of the adjusted costs of providing services
correspondi ng to these conponents.

(3) The facility will return to the departnent any overpaynent
anopunts in each of the direct care, therapy care, and support services
rate conponents that the departnent identifies followng the audit and
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settl enment procedures as described in this chapter((—providedthat—the
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(4) Determ nation of unused rate funds, including the anounts of
direct care, therapy care, and support services to be recovered, shal
be done separately for each conponent rate, and, except as otherw se
provided in this subsection, neither costs nor rate paynents shall be
shifted from one conponent rate or corresponding service area to
anot her in determ ning the degree of underspending or recovery, if any.
In conputing a prelimnary or final settlenent, savings in the support
services cost center shall be shifted to cover a deficit in the direct
care or therapy cost centers up to the amount of any savings, but no
nore than twenty percent of the support services conponent rate nay be
shifted. In conputing a prelimnary or final settlenent, savings in
direct care and therapy care nay be shifted to cover a deficit in these
two cost centers up to the anount of savings in each, regardl ess of the
percentage of either conponent rate shifted. ((Contractor-retatned

conpleted.))

(5) Total and conponent paynent rates assigned to a nursing
facility, as calculated and revised, if needed, under the provisions of
this chapter and those rules as the departnent may adopt, shal
represent the maxi num paynment for nursing facility services rendered to
medicaid recipients for the period the rates are in effect. No
increase in paynent to a contractor shall result from spending above
the total paynent rate or in any rate conponent.
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(6) RCW 74.46.150 through 74.46.180, and rules adopted by the
departnent prior to July 1, 1998, shall continue to govern the nedicaid
settlenment process for periods prior to October 1, 1998, as if these
statutes and rules remained in full force and effect.

(7) For calendar year 1998, the departnent shall calculate split
settlenments covering January 1, 1998, through Septenber 30, 1998, and
Cctober 1, 1998, through Decenber 31, 1998. For the period beginning
Cctober 1, 1998, rules specified in this chapter shall apply. The
departnent shall, by rule, determ ne the division of cal endar year 1998
adj usted costs for settlenent purposes.

Sec. 2. RCW74.46.506 and 2001 1st sp.s. ¢ 8 s 10 are each anmended
to read as foll ows:

(1) The direct care conponent rate allocation corresponds to the
provision of nursing care for one resident of a nursing facility for
one day, including direct care supplies. Therapy services and
supplies, which correspond to the therapy care conponent rate, shall be
excluded. The direct care conponent rate includes el enents of case m x
determ ned consistent with the principles of this section and other
appl i cabl e provisions of this chapter.

(2) Beginning October 1, 1998, the departnent shall determ ne and
update quarterly for each nursing facility serving nedicaid residents
a facility-specific per-resident day direct care conponent rate
allocation, to be effective on the first day of each cal endar quarter.
In determning direct care conponent rates the departnent shal
utilize, as specified in this section, mninmum data set resident
assessnment data for each resident of the facility, as transmtted to,
and if necessary corrected by, the departnent in the resident
assessnent instrunent format approved by federal authorities for use in
this state.

(3) The departnment may question the accuracy of assessnent data for
any resident and utilize corrected or substitute information, however
derived, in determ ning direct care conponent rates. The departnent is
authorized to inpose civil fines and to take adverse rate actions
agai nst a contractor, as specified by the departnment in rule, in order
to obtain conpliance with resident assessnent and data transm ssion
requi renents and to ensure accuracy.
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(4) Cost report data used in setting direct care conponent rate
all ocations shall be 1996 and 1999, for rate periods as specified in
RCW 74. 46. 431(4) (a) .

(5) Beginning Cctober 1, 1998, the departnent shall rebase each
nursing facility's direct care conponent rate allocation as described
in RCW74.46. 431, adjust its direct care conponent rate allocation for
econom c trends and conditions as described in RCW 74.46.431, and
update its nedicaid average case mx index, consistent with the
fol | ow ng:

(a) Reduce total direct care costs reported by each nursing
facility for the applicable cost report period specified in RCW
74.46.431(4)(a) to reflect any departnent adjustnments, and to elimnate
reported resident therapy costs and adjustnents, in order to derive the
facility's total allowable direct care cost;

(b) Divide each facility's total allowable direct care cost by its
adjusted resident days for the sanme report period, increased if
necessary to a mni num occupancy of eighty-five percent; that is, the
greater of actual or inputed occupancy at eighty-five percent of
i censed beds, to derive the facility's allowable direct care cost per
resi dent day;

(c) Adjust the facility's per resident day direct care cost by the
applicable factor specified in RCW 74.46.431(4) (b) and (c) to derive
its adjusted all owable direct care cost per resident day;

(d) Divide each facility's adjusted all owable direct care cost per
resident day by the facility average case m x index for the applicable
quarters specified by RCW 74.46.501(7)(b) to derive the facility's
al l owabl e direct care cost per case mx unit;

(e) Effective for July 1, 2001, rate setting, divide nursing
facilities into at least two and, if applicable, three peer groups
Those | ocated in nonurban counties; those located in high |abor-cost
counties, if any; and those |ocated in other urban counties;

(f) Array separately the allowable direct care cost per case m X
unit for all facilities in nonurban counties; for all facilities in
hi gh | abor-cost counties, if applicable; and for all facilities in
ot her urban counties, and determ ne the nedian allowable direct care
cost per case mx unit for each peer group;

(g) Except as provided in (i) of this subsection, from Cctober 1,
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1998, through June 30, 2000, determ ne each facility's quarterly direct
care conponent rate as foll ows:

(1) Any facility whose allowable cost per case mx unit is |ess
than eighty-five percent of the facility's peer group nedian
established under (f) of this subsection shall be assigned a cost per
case mx unit equal to eighty-five percent of the facility's peer group
medi an, and shall have a direct care conponent rate allocation equal to
the facility's assigned cost per case mx unit nmultiplied by that
facility's nedicaid average case m x index fromthe applicable quarter
specified in RCW 74.46.501(7)(c);

(1i) Any facility whose all owabl e cost per case m x unit is greater
than one hundred fifteen percent of the peer group nedi an established
under (f) of this subsection shall be assigned a cost per case m x unit
equal to one hundred fifteen percent of the peer group nedian, and
shall have a direct care conponent rate allocation equal to the
facility's assigned cost per case mx wunit nultiplied by that
facility's nedicaid average case m x index fromthe applicable quarter
specified in RCW 74.46.501(7)(c);

(tit) Any facility whose allowable cost per case mx unit is
bet ween ei ghty-five and one hundred fifteen percent of the peer group
medi an established under (f) of this subsection shall have a direct
care conponent rate allocation equal to the facility's all owabl e cost
per case mx unit nultiplied by that facility's nedicaid average case
m x i ndex fromthe applicable quarter specified in RCW74. 46.501(7)(c);

(h) Except as provided in (i) of this subsection, from July 1,
2000, forward, and for all future rate setting, determne each
facility's quarterly direct care conponent rate as follows:

(i) Through June 30, 2003, any facility whose allowable cost per
case mx unit is less than ninety percent of the facility's peer group
medi an established under (f) of this subsection shall be assigned a
cost per case mx unit equal to ninety percent of the facility's peer
group nedian, and shall have a direct care conponent rate allocation
equal to the facility's assigned cost per case mx unit nultiplied by
that facility's nedicaid average case mx index from the applicable
quarter specified in RCW74.46.501(7)(c).  FromJuly 1, 2003, forward,
and for all future rate setting, any facility whose all owabl e cost per
case mx unit is less than or equal to one hundred ten percent of the
facility's peer group nedian established under (f) of this section
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shall have a direct care conponent rate allocation equal to the
facility's allowable cost per case nmix unit multiplied by that
facility's nedicaid average case mx index fromthe applicable quarter
specified in RCW 74.46.501(7)(c);

(1i) Any facility whose all owabl e cost per case m x unit is greater
t han one hundred ten percent of the peer group nedi an established under
(f) of this subsection shall be assigned a cost per case m x unit equal
to one hundred ten percent of the peer group nedian, and shall have a
direct care conponent rate allocation equal to the facility's assigned
cost per case mx unit nultiplied by that facility's nmedicaid average
case mx index from the applicable quarter specified in RCW
74.46.501(7)(c);

(ii1) Through June 30, 2003, any facility whose al |l owabl e cost per
case mx unit is between ninety and one hundred ten percent of the peer
group nedi an established under (f) of this subsection shall have a
di rect care conponent rate allocation equal to the facility's all owable
cost per case mx unit nultiplied by that facility's nmedicaid average
case mx index from the applicable quarter specified in RCW
74.46.501(7)(c);

(1)(i) Between Cctober 1, 1998, and June 30, 2000, the departnent
shall conpare each facility's direct care conponent rate allocation
cal cul ated under (g) of this subsection with the facility's nursing
services conponent rate in effect on Septenber 30, 1998, |ess therapy
costs, plus any exceptional care offsets as reported on the cost
report, adjusted for economc trends and conditions as provided in RCW
74.46.431. A facility shall receive the higher of the two rates.

(1i) Between July 1, 2000, and June 30, 2002, the departnent shal
conpare each facility's direct care conponent rate allocation
cal cul at ed under (h) of this subsection with the facility's direct care
conponent rate in effect on June 30, 2000. A facility shall receive
t he higher of the two rates. Between July 1, 2001, and June 30, 2002,
if during any quarter a facility whose rate paid under (h) of this
subsection is greater than either the direct care rate in effect on
June 30, 2000, or than that facility's allowable direct care cost per
case mx unit calculated in (d) of this subsection nmultiplied by that
facility's nedicaid average case m x index fromthe applicable quarter
specified in RCW 74.46.501(7)(c), the facility shall be paid in that
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and each subsequent quarter pursuant to (h) of this subsection and
shall not be entitled to the greater of the two rates.

(ti1) Effective July 1, 2002, all direct care conponent rate
all ocations shall be as determ ned under (h) of this subsection.

(6) The direct care conponent rate allocations calculated in
accordance with this section shall be adjusted to the extent necessary
to conply with RCW 74. 46. 421.

(7) Payments resulting from increases in direct care conponent
rates, granted under authority of RCW 74.46.508(1) for a facility's
exceptional care residents, shall be offset against the facility's
exam ned, allowable direct care costs, for each report year or parti al
period such increases are paid. Such reductions in allowable direct
care costs shall be for rate setting, settlenent, and other purposes
deened appropriate by the departnent.

NEW SECTION. Sec. 3. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state government and its existing public institutions, and takes effect
July 1, 200S3.

~-- END ---
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