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Brief Description:  Simplifying medicaid payment for nursing facilities.

Sponsors:  Representatives Morrell, Pettigrew, Cody, Bailey, Kenney and Johnson; by request of 
Department of Social and Health Services.

Brief Summary of Bill

�

�

�

�

Repeals provision related to reporting, auditing, settlement, allowable costs, billing/
payment, administration, patient trust funds, appeals, and public disclosure in the 
current nursing home payment statute and directs the Department of Social and 
Health Services (DSHS) to establish these in rule.

Provides eleven principles to be used by the DSHS when re-establishing the repealed 
provisions in rule.

Retains the specific rate setting methodology in statute, commonly referred to as Part 
E, and the AIDS pilot nursing facility (also known as the Bailey-Boushay House in 
Seattle).

Removes historical language, dates, and references from statute that have been 
superseded by subsequent legislative changes.

Hearing Date:  

Staff:  Carma Matti-Jackson (786-7140).

Background: 

––––––––––––––––––––––

This analysis was prepared by non-partisan legislative staff for the use of legislative 
members in their deliberations. This analysis is not a part of the legislation nor does it 
constitute a statement of legislative intent.
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Clients receiving long term care services, under Medicaid, are served in their own homes, in 
community residential settings, and in nursing homes.

There are just over 250 skilled nursing facilities licensed in Washington state that provide 24-
hour long-term care services for approximately 10,900 Medicaid eligible clients. The Medicaid 
rates are unique to each facility and are generally based on the facility’s costs, occupancy rate, 
and client acuity (sometimes called the "case mix").  

The Medicaid nursing home payment system is administered by the Department of Social and 
Health Services (DSHS) and consists of seven rate components: Direct care, therapy care, 
support services, operations, property, financing allowance, and variable return. 

Daily, per-client rates are generally calculated by dividing allowable costs for a given period by 
the number of clients.  All rate components, except for direct care, are subject to minimum 
occupancy adjustments that adjusts rates downward for facilities that do not maintain a minimum 
level of Medicaid clients within their licensed bed capacity. Facilities can reduce the effects of 
minimum occupancy through "bed banking" (temporarily reducing the number of patient beds 
for which they are licensed). Beds can be banked for up to eight years before the facility has to 
decide whether to renew the Medicaid license on them, sell them, or relinquish them. Case mix 
adjustments are made on a quarterly basis.  The rate components for direct care, therapy care, 
support services, and operations are rebased every two years. The components for property and 
finance are rebased annually and the variable return component is frozen at the June 30, 2006 
level. 

The current nursing facility payment system was first enacted into statute in 1980 and includes 
the detailed rate methodology with specific formula variables, instructions for payment 
calculations, and procedures for accounting and payment auditing. Since its enactment, the 
nursing facility payment statute has been amended fourteen times.  In 2007, the Joint Legislative 
Task Force on Long-Term Care Residential Facility Payment Systems was established to review 
and consider recommendations on changes to simplify the nursing home payment system. 
Majority recommendations included removing the payment system from statute and establishing 
the system in the DSHS rule. After the 2009 legislative session, the DSHS formed a workgroup 
to review the statute in its entirety and to make joint recommendations on simplifications. 

Summary of Bill: 

Terms and definitions that are no longer relevant or already addressed in Washington 
Administrative Code are removed from statute. Provisions related to reporting, auditing, 
settlement, allowable costs, billing/payment, administration, patient trust funds, appeals, and 
public disclosure in the current nursing home payment statute are repealed and the DSHS is 
directed to establish these in rule. Eleven principles are retained from repealed statute and the 
DSHS is instructed to use these principles when re-establishing these items in rule. 

Historical language, dates, and references that have been superseded by subsequent legislative 
changes are removed.  Rate setting is retained in statute and no substantial changes are made to 
the payment methodology or calculations, commonly referred to as Part E. The AIDS pilot 
nursing facility, also known as the Bailey-Boushay House in Seattle, is retained in statute. 
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Appropriation:  None.

Fiscal Note:  Received.

Effective Date:  The bill takes effect 90 days after adjournment of the session in which the bill is 
passed.
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