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SECOND ENGROSSED SUBSTI TUTE HOUSE BI LL 2016

State of WAshi ngton 63rd Legislature 2013 Regul ar Session

By House Appropriations (originally sponsored by Representatives
Ji nkins, Hunter, and Al exander)

READ FI RST TI ME 04/ 09/ 13.

AN ACT Relating to a hospital safety net assessnent; amendi ng RCW
74.60. 005, 74.60.010, 74.60.020, 74.60.030, 74.60.050, 74.60.070,
74.60.080, 74.60.090, 74.60.100, 74.60.110, 74.60.120, 74.60.130,
74. 60. 140, 74.60.150, 74.60.900, and 74.60.901; adding a new section to
chapter 74.60 RCW adding a new section to chapter 74.09 RCW providing
an expiration date; and decl aring an energency.

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

Sec. 1. RCW74.60.005 and 2010 1st sp.s. ¢ 30 s 1 are each anended
to read as foll ows:

(1) The purpose of this chapter is to provide for a safety net
assessnent on certain Washington hospitals, which wll be used solely
to augnment funding from all other sources and thereby ((ebtatn
additional —funds —to —restore —recent —reduetions—and —toe)) support
addi ti onal paynents to hospitals for nedicaid services as specified in
this chapter.

(2) The legislature finds that ((+

a A
C VA v O w, - Ci v, v Ci

heath—servieces——have—proposed—a—hosprtalb—saltety—net—assessrent—to
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{b)y)) federal health care reformwll result in an expansion of

nedicaid enrollnment in this state. The hospital safety net assessnent
and hospital safety net assessnent fund created in this chapter
({ aHows — the — state — o — generate — addi-tonal — federal — Hnanetralb
part-etpaton—for —the —medicard — program—and —provides —For —pereased
reiwburserent—to—hospitals)) will inprove the state's ability to
provide nedicaid clients with access to hospital care by generating
additional federal financial participation for the nedicaid programand
to provide for additional reinbursenment for hospital services and
grants to certified public expenditure hospitals.

(3) In adopting this chapter, it is the intent of the | egislature:

(a) To inpose a hospital safety net assessnent to be used solely
for the purposes specified in this chapter;

(b) ((Fhat—tunds—generated-bythe—assessrent—shal—beused-—solely
Lo—aughent—atH—other—funding—sowrces—and-not—as—a—substtuletor—any
ot her funds;

{€y)) To generate approximately four hundred forty-six mllion nine
hundred thirty-eight thousand dollars per state fiscal year_ in_new
state and_federal funds by disbursing all of that amunt to_pay for
nedi caid hospital services and grants to certified public expenditure
hospitals, except costs of adnm nistration as specified herein, in the
formof additional paynents to hospitals and nanaged care plans, which
may not be a substitute for paynents fromother sources;

(c) To generate one hundred ninety-nine mllion eight hundred
t housand dollars in assessnent funds per bienniumto be usedin |lieu of
state general fund paynents for nedicaid hospital services;

(d) That the total anmobunt assessed not exceed the anmount needed, in
conbination wth all other available funds, to support the
( ( Fetrbursermrent—rates—and—other)) paynents authorized by this chapter
and

(((6))) (e) To condition the assessnment on receiving federal
approval for receipt of additional federal financial participation and
on continuation of other funding sufficient to maintain ((hespital
Hpatk-ent — and — oulbpattent — retburserent — rates — and — swab — rural
d-sproporttonate—share—payrents—at—least—at—the—levels—in—effect—on
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Juhy—1,—2009)) aggregate paynent levels to hospitals for inpatient and
out patient services covered by nedicaid, including fee-for-service and
managed care, at least at the levels the state paid for those services
on July 1, 2009, as_adjusted for current _enrollnent and utilization
but without regard to paynent increases resulting fromchapter 30, Laws
of 2010 1st sp. sess.

Sec. 2. RCW74.60.010 and 2010 1st sp.s. ¢ 30 s 2 are each anended
to read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Authority" means the health care authority.

(2) "Base year" for nedicaid paynents for state fiscal year 2014 is
state fiscal year 2011. For each followng yvear's calculations, the
base year nmust be updated to the next follow ng year

(3) "Bordering city hospital” neans_a hospital as_defined in WAC
182- 550- 1050 and bordering cities as described in WAC 182-501-0175, or
successor rul es.

(4) "Certified public expenditure hospital” neans a hospital
participating in ((the—department-s)) or that at any point from the
effective date of this section to July 1, 2017, has participated in the
authority's certified public expenditure paynent program as descri bed
in WAC ((388-550-4650)) 182-550-4650 or successor rule. For purposes
of this chapter, any hospital shall continue to be treated as a
certified public expenditure hospital for assessnment and paynment
purposes through the date specified in RCW74.60.901. The eligibility
of such hospitals to receive grants under RCW 74.60.090 solely from
funds generated_ under this_ chapter nay_ not be_ affected_ by any
nodification or termnation of the federal certified public expenditure
program _or reduced by the_ anmount of any federal funds_no_|onger
avai l abl e for that purpose.

(()) (5 "Critical access hospital™ means a hospital as
described in RCW74.09. 5225.

({ (3 —"“Pepartrent- —peans — the —departrent — ol —soctal —and —health
services.

(4Y)) (6) "Director" neans the director of the health care
aut hority.

p. 3 2ESHB 2016
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(7) "Eligible new prospective paynent hospital” neans a prospective
paynent hospital opened after January 1, 2009, for which a full year of
cost report data as described in RCW 74.60.030(2) and a full year of
nmedi caid base vyear data required for the calculations in_RCW
74.60.120(3) are avail abl e.

(8) "Fund" neans the hospital safety net assessnent fund
est abl i shed under RCW74. 60. 020.

((65))) (9) "Hospital" nmeans a facility licensed under chapter
70.41 RCW

((66))) (10) "Long-termacute care hospital” neans a hospital which
has an average inpatient length of stay of greater than twenty-five
days as determ ned by the departnent of health.

((6)) (11) "Managed care organization" nmeans an organization
having a certificate of authority or certificate of registration from
the office of the insurance conm ssioner that contracts with the
((departrent)) authority under a conprehensive risk contract to provide
prepaid health care services to eligible <clients under the
((departrent—s)) authority's nedi caid nmanaged care prograns, including
t he heal thy opti ons program

((8))) (12) "Medicaid" neans the nedical assistance program as
established in Title XIX of the social security act and as adm ni stered
in the state of Wshington by the ((departrent—eft—soctal—and—health
serviees)) authority.

((69Y)) (13) "Medicare cost report” neans the nedi care cost report,
form 2552((-96)), or successor docunent.

((628y)) (14) "Nonnedicare hospital inpatient day" neans total
hospital inpatient days |less nedicare inpatient days, including
medi care days reported for nedi care managed care plans, as reported on
the nedicare cost report, form 2552((-96)), or successor fornms,
excluding all skilled and nonskilled nursing facility days, skilled and
nonskil |l ed swi ng bed days, nursery days, observation bed days, hospice
days, hone health agency days, and other days not typically associ ated
Wi th an acute care inpatient hospital stay.

(((2H)) (15) "Qutpatient"” neans services provided classified as
ambul atory paynment classification services or _successor payment
net hodol ogies_as_defined_in_ WAC 182-550-7050_ or _successor_ rule_ and
applies to fee-for-service paynents and nmanaged care encounter data.

2ESHB 2016 p. 4
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(16) "Prospective paynent system hospital”™ neans a hospital
rei mbursed for inpatient and outpatient services provided to nedicaid
beneficiaries under the inpatient prospective paynent system and the
out pati ent prospective paynent system as def i ned in WAC
((388-550-1650)) 182-550-1050 or success or rule. For purposes of this
chapter, prospective paynent system hospital does not include a
hospital participating in the certified public expenditure program or
a bordering city hospital |ocated outside of the state of Washi ngton
and in one of the bordering cities listed in WAC ((388-564+-0175)) 182-
501-0175 or successor ((regulatioen)) rule.

((x»)) (47) "Psychiatric hospital™ neans a hospital facility
licensed as a psychiatric hospital under chapter 71.12 RCW

(( " Dadgien DO networ k" h he e paning
HA-ROW- 124025

24))) (18) "Rehabilitation hospital™ nmeans a nedicare-certified
freestanding inpatient rehabilitation facility.

(((E5)—"Seeretary—neans—theseecretaryofthedepartrent—of—social-
and heal th services.

£26))) (19) "Small rural disproportionate share hospital paynent”
means a paynent nade in accordance with WAC ((388-550-5200)) 182-550-
5200 or ((subsegquentty—FHitedregulation)) successor rule.

(20) "Upper paynent |limt" neans the aqgregate federal upper
paynent limt on the anobunt of the nedicaid paynent for which federa
financial participationis available for a class of service and a cl ass
of health care_ providers, as_specified in 42 CF.R Part_ 47, as

separately deternm ned for inpatient and outpati ent hospital services.

Sec. 3. RCW74.60.020 and 2011 1st sp.s. ¢ 35 s 1 are each anended
to read as foll ows:

(1) A dedicated fund is hereby established within the state
treasury to be known as the hospital safety net assessnent fund. The
pur pose and use of the fund shall be to receive and disburse funds,
together wth accrued interest, in accordance with this chapter.
Moneys in the fund, including interest earned, shall not be used or
di sbursed for any purposes other than those specified in this chapter.
Any anmounts expended from the fund that are later recouped by the

((departrent)) authority on audit or otherw se shall be returned to the
fund.
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(a) Any unexpended balance in the fund at the end of a fiscal
bi enni um shall carry over into the follow ng biennium and shall be
applied to reduce the anount of the assessnent under RCW
74.60.050(1) (c).

(b) Any anmounts remaining in the fund ((er)) after July 1, ((2643))
2017, shall be ((usedtormaketnereasedpayrents—+naccordance—wHh-RON
74.60.090 and 74.60.120 for any outstanding clainms wth dates of

. . | ’ _ . . he f Lot
sueh—tnereased—payrents—are—rmade—shatlH—be relunded —to—hosprtals—pro
rata—according—to—the—anpunt—patd—by—the —hospttal——subject—to—the
H-mtat+ons—of federal—taw ) refunded to hospitals, pro rata according
to the ampunt paid by the hospital since July 1, 2013, subject to the
limtations of federal |aw

(2) Al assessnents, interest, and penalties collected by the
((departrent)) authority under RCW 74.60.030 and 74.60.050 shall be
deposited into the fund.

(3) Disbursenents fromthe fund ((my—berade—onty—astolows—

far—Subject—to—approprtattons—and—the —conttnued—avat-babr-H-ty—of
other funds in an anount sufficient to naintain the level of nedicaid

W%%%MWW
ROW-—74-60-080-—paynent s —provi-ded —under — ROW—74-60-120{2) - —and —any
Ak —payrents—ander —ROA-74-60-100 —and — 7460110 —funds—shal-—be

Hposed—under— R@A/—?—4—69—93@%—} and—the—payrents—provi-ded —under —REW
460090 —ahrd — 1460130 —payrents—nrade —subsequent —to—the —initial-
payrents —under —ROAM-74-60-1006—and — 7460110 —and—payrents —under —RCW
74.60.120(3), funds shall be disbursed periodically as necessary to
| I £ ed I . ;

(dy—To—refund—erroneous—or —excessive—payrents—rade—by—hospitals
purstant—to-thi-s—ehapter-

e} T w . o I hundred_t] L dol
for the 2009-2011 fiscal biennium may be expended in lieu of state
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hospHtabls—Hom- Fund—H—the—assessnents—or—payrent—inereases—set
forth—in—this—echapter—are—deened —out-—of —compHance —wth —federal-

medicald —payrents)) are_ conditioned_ upon_ appropriation__and_ the

continued availability of other funds sufficient to nmaintain aggregate
paynent |evels to hospitals for inpatient and outpatient services
covered by nedicaid, including fee-for-service and_ nanaged care, at
least at the levels the state paid for those services on July 1, 2009,
as adjusted for current enrollnent and utilization, but wthout regard
to paynent increases resulting fromchapter 30, Laws of 2010 1st sp

sess.

(4) Disbursenents fromthe fund may be nade only:

(a) To_ neke_ paynents_to_hospitals_ and_ nmnaged care_plans_as
specified in this chapter;

(b) To_ refund_erroneous_or_ excessive paynents nmade by hospitals
pursuant to this chapter;

(¢) U _to_one_mllion_dollars_ per biennium_for _ paynent of
adm ni strative expenses_incurred by the authority in performng the
activities authorized by this chapter;

(d) Up to one hundred ninety-nine mllion eight hundred thousand
dollars per bienniumto be used in lieu of state general fund paynents

p. 7 2ESHB 2016
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for nmedicaid hospital services: PROVIDED, That if the full anount of
the paynents required under RCW 74.60.120 and_74.60.130_cannot be
distributed in a given fiscal vyear, this amount nust be reduced
proportionately: PROVIDED FURTHER, That absolutely no anount greater
than one hundred ninety-nine mllion eight hundred thousand dollars may
be used in lieu of state general fund paynents for nedicaid hospita

services and if such greater ampunt is_so used this chapter ceases to
be inposed in accordance with RCW74. 60. 150(2);

(e) To repay the federal governnent for any excess paynents nmade to
hospitals fromthe fund if the assessnents or paynent increases set
forth in this chapter are deenmed out of conpliance wth federal
statutes _and_requlations_in_a_final determnation_ by a_ court of
conpetent jurisdictionwith all appeals exhausted. 1In such a case, the
authority nmay require hospitals receiving excess paynents to refund the
paynents in question to the fund. The state in turn shall return funds
to the federal governnment in_the sane_ proportion_as_the_ original
financing. |If a hospital is unable to refund paynents, the state shal
develop either a paynent plan, or deduct noneys from future nedicaid
paynents, or both;

(f) Beginning in state fiscal year 2015, an anpunt sufficient, when
conbined with the maxi num avail able amount of federal funds necessary
to provide a one percent increase in nedicaid hospital inpatient rates
to hospitals eligible for quality inprovenent incentives under section
17 of this act.

Sec. 4. RCW74.60.030 and 2010 1st sp.s. ¢ 30 s 4 are each anended
to read as foll ows:

(1) ((An assessnent is inposed as set forth in this subsection
efHeettve—after—the —date—vwhen—the —apph-cable—conditions—under —RCW

suhsecton—are —due —and —payable—oen—the—Hrst—day—of —ecach—calendar
quarter—after—the—departnent—sends—notice—of—assessrent—to—atfeeted
I tale _theinitial : I I ble |
than—thirty—ecalendar—days—after—nottece—of —the—ampunt—due—has—been
provided to affected hospitals.

2ESHB 2016 p. 8
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) — Each — prospective — payrent — system—hosprtal —shal—pay —an
assesshent—of —forty —dolHars —for—each—annval- —nonnedicare —hospi-tal-
Hapatient—day——mH-t+pH-ed—by—the —purber—of- —days—nr—the —assesshent

i hoeritical hosoital _shall :

(—l—}E&&hﬁF@SﬁeeH%payn%ﬂt—sys{—emhesmﬁkshaJ—Fpay&n
assessrert—ol—forty-—towr—dol-bars—tor—each—annual—nonredicare—hosprtalk
Hpat-ent —day——nuwH-Hph-ed — by —the—purber — ol —days—in—the —assessrent

i hoeritical hosoital _shall :

%—%—%%W%—%%%%%%

dayda{—a#epeaehhewﬁkpakeﬂﬁpem—kheeemwm-e&ke&né
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redi-cal-d —servieces——hospital-—2552-96 —cost—repoert—data—fH+e—as—ef

{2) An assessnent s inposed in the anpunts set forth in this
wirder —ROW-74-66-1060 —and — 7466110 —whieh—shalH-—be—due—and —payable
WA — Ry — ecal-endar —days—af-ter —the —departvent—has—transm-tHed—a
Hred-atbelby —upon—determnaton—by —the—secretary—that—the—apphbicable

» . I tal

H—Each— apes1eeet—|—\+e payrent — system— hosprtal — shatk — pay ar

2ESHB 2016 p. 10
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be —transmtted —onlby —alter — the —secretary —has —determned —that —the
appeable —conditions —establi-shed — by — ROAN—74-60-150{1) —have —been
L ofied | chall | N I I i I I I :
he initial hall_inelude the full I : I

Hve—
() —Each— hi o] 't ol and—each—_rehabili on_| Lt al
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shalt—pay —an —assessrent —of —thirty—one —doHars —for—each —annual-

assesshent—of—six—doH-ars—for—each—annual—nonnedi-care—inpattent—day

departrent—may —adiust—the —assessrent-—or—the —npuber—of—nonnedi-care
hospital—inpatient—days—used—to—calculate—the—assessrent—armpunt—H-

I I i caid heal tl I I _
) —Each— hi o] ol —and—each_ s on_| Lt al
shalt—pay —an—assesshrent—of —thirty-—nine —doeHars —for —each —annual-

assesshent—of—six—doH-ars—for—each—annual—nonnedi-care—inpattent—day

departrent—may —adiust—the —assessrent-—or—the —npuber—of—nonnedi-care
hospital—inpatient—days —+—necessary—to—maintaln—econpHance —wth
federal-—statutes—and—regulations—related—to—nedical-d—program-health
care—relatedtaxes—

2ESHB 2016 p. 12
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) —Each— hi o] 't ol and—each—_rehabili on_| Lt al

shalt—pay —an—assesshrent —of —thirty-—nine —doeHars —for —each —annual-

nenredi-care—inpatient—day——mubtH-pHed —by—the—nrurber—of —days—+n—the
od_divided | I I r od_si i ve

) —Feor—purpeses—of-— (&) —and —{b)—of —this—subseetiton-—the

day—data—ftor—each—hosprtal—taken—from-the—centers—for—meditcare—and
ed-catd —services—— hesp+%a+- 2552-96 —cost—report—data—He—as—of

seet+on—oen—thet+ —npedicare —and —redicatld —eoest—repoerts)) (@) _ Upon
sati sfaction of the conditions stated in RCW 74. 60. 150(1), and so | ong

as the conditions set forth in RCW74.60.150(2) have not occurred, an
assessnment is inposed as set forth in this subsection, effective as of
July 1, 2013. The authority shall calculate the anpunt due annually
and_shall issue_ assessnents quarterly for one-fourth of the annua

anobunt due fromeach hospital. 1Initial assessnent notices nust be sent
to each hospital not earlier than thirty days after satisfaction of the
conditions set forth in RCW74.60.150(1), nust include all anounts due
fromand after July 1, 2013, and paynent is due not sooner than thirty

p. 13 2ESHB 2016
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days thereafter. Subsequent notices_nust be sent _on or about thirty
days prior _to the end of each subsequent quarter and paynent is due
thirty days thereafter.

(b) Beginning July 1, 2013:

(i) Each prospective paynent system hospital, except psychiatric
and rehabilitation hospitals, shall pay a gquarterly assessnent. Each
quarterly assessnent shall be one quarter of three hundred forty-four
dollars for each annual nonnedicare hospital inpatient day, up to a
maxi mum of fifty-four thousand days per year. For_ each_ nonnedi care
hospital inpatient day in excess of fifty-four thousand days, each
prospective paynent system hospital shall pay an_assessnent of one
guarter of seven dollars for each such day;

(ii) Each critical access hospital shall pay a quarterly assessnent
of one_quarter of ten_dollars for_ each_ annual nonnedicare hospita
i npatient day;

(iii) Each psychiatric hospital shall pay a quarterly assessnent of
one quarter of sixty-seven dollars for each annual nonnedi care hospital
i npati ent day; and

(iv) Each rehabilitation hospital shall pay a quarterly assessnent
of one_ quarter of sixty-seven_ dollars_ for_ each_annual nonnedicare
hospital inpatient day.

(2) The authority shall determine each hospital's annua
nonnedi care hospital inpatient days by sunming the total reported
nonnedi care_hospital inpatient days_ for each_ hospital that is_not
exenpt from the assessnment under RCW 74.60.040, taken from_ the
hospital's 2552 cost report data file or successor data file available
t hrough the centers for nedicare and nedicaid services, as of a date to
be determned by the authority. For state fiscal vyear 2014, the
authority shall use cost report data for hospitals' fiscal years ending
in 2010. For subsequent years, the hospitals' next succeeding fiscal
year cost report data nust be used.

(a) Wth the exception of a_ prospective paynent system hospita
commenci ng operations after January 1, 2009, for any hospital wthout
a cost report for the relevant fiscal year, the authority shall work
wth the affected hospital to identify appropriate supplenenta
information that may be used to determ ne annual nonnedi care hospital
i npati ent days:;

2ESHB 2016 p. 14
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(b) A prospective paynent system hospital comencing_operations
after January 1, 2009, nust be assessed in accordance with this section
after becom ng an eligible new prospective paynent system hospital as
defined in RCW74.60.010.

Sec. 5. RCW74.60.050 and 2010 1st sp.s. ¢ 30 s 6 are each anended
to read as foll ows:

(1) The ((departrent)) authority, in cooperation with the office of
financi al managenent, shall develop rules for determ ning the anmount to
be assessed to individual hospitals, notifying individual hospitals of
t he assessed anmount, and collecting the anmounts due. Such rul e making
shal | specifically include provision for:

(a) Transmttal of ((guarterby)) notices of assessnent by the
((departrent)) authority to each hospital informng the hospital of its
nonnedi care hospital inpatient days and the assessnment anount due and
payahl e.  ({ Sweh—guarterby—notices—shatlH—be-—sent—to—each—hospital—at
Feast—thirty—calendar—days—prior—to—the—due—date—for—the—guarterty
assessnent paynent.))

(b) Interest on delinquent assessnents at the rate specified in RCW
82. 32. 050.

(c) Adjustnent of the assessnent anounts ((as—feH-oews—

ék}—FeF—eaeh—#+sea#—yea#—beg+ﬂn+ng—éa#y— QG&GT—Phe—asseSSHenP

(A I sufficient other funds for hospitals, e*e#adkng any
extenston—ol——sectton-5004 o1+ No—1H1-5—are—avartableto-—support
Hre — retrburserent —rates —and — ob-her — payrents —under —ROA- 7460080
460090 —74-66106——74-60110-—or — 7460120 —wthout —utt-H2z+hrg—the
full assessnent authorized under RCW 74.60.030 (1) or (3), the
departnent shall reduce the anmount of the assessnent for prospective
payrment — system  psychiatric,  and  rehabilitation  hospitals
proportionately —to—the — mnrpm— Fevel — necessary — o —support —those
rel mbur senent rates and other paynents.

By — Provided —that —none —of —the —condittons —set —forth—n—REW
74.60. 150(2) have occurred, if the departnent's forecasts indicate that
the-assesspent —anmpunts—underROW-74. 60030 (1) —and{3)—together—wth
at+ — ether — avat-table —tunds— — are — not — subHetent — o —support —the
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assessheat—rates —or —prospeetive —payrent —system—psyehiat e —and
rehabi-H-tat-on—hospitals—proportionately—to—the—anbunt —necessary—to
support — Hhoese — retpburserent — rates — and — ot-her — payrents— —plus —a
contingency factor-up to ten percent of the total assessnent anount.
Hscal—year—shall—be—appbiedtoreducethe—assessnent—arpunt—fFor—the
subsequent—i-secal—year—

(—I—I—)— Any &d—]—H—S—t—HEEﬂ-t— to—the —assessent —anbunt-s— pu#suam— —to—thts

I b I I hi I ¢ al . : .

suveh—adiusted—assessnent—ammunts——Ary—irevi-ewand—comrent—provi-ded—by
HreVashington—state—hosprtal—assoectaton—shat—not—H-mt+—the—abi-H-ty
of — the —VAshington —state —hosprtal —assoctation —or —Hs —erbers —to
hall ' I . I I I I e not

as —npeeded —to—ensure—that —the —foregolng—data—+s—reported— by ak-

hespitals—as—nheededin—order—toeconply—w-ththissubsectien{2-tdh—
3 —Fhe —departrent—shal-—determne —the —nunber—of —nonnedicare

I Ctal . I : o tal I od
4 —Fo—the —extent —necessary —the —departwent —shall-—anrend —the
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payrent—rates—to—panaged —care —orgamtzatons —in—accordance —wHh—RCOW
#4-60-120)) in accordance wth subsection (2) of this section.

(2) For_ each fiscal year following state fiscal year 2014, the
assessnent anpunts established under RCW74.60.030 nust be adjusted as
foll ows:

(a) _If_ sufficient other funds, including_ federal funds, are
avai lable to nake the paynents required under this chapter and fund the
state portion of the quality incentive paynents under section 17 of
this act and RCW 74. 60. 020(4)(f) without utilizing the full assessnent
under RCW 74.60.030, the authority shall reduce the anount_ of the
assessnent to the mninum |l evels necessary to support those paynents;

(b) If in any fiscal year the_ total anmount of inpatient_ or
out pati ent suppl enental paynents under RCW 74.60.120 is in_excess of
the upper paynent |imt and the entire excess anmount cannot be
di sbursed by additional paynents to_managed care organi zations_under
RCW 74.60.130, the authority shall proportionately reduce future
assessnments on prospective paynent hospitals to the I evel necessary to
generate additional paynents to hospitals that are consistent with the
upper paynent limt plus the maxi num perm ssi ble anpbunt of additi onal
paynents to nanaged care organi zations under RCW 74. 60. 130;

(c) I'f the anbunt of paynents to nmnaged care organizations under
RCW 74. 60. 130 cannot be distributed because of failure to neet federal
actuarial soundness or utilization_ requirenents or other federal
requi renents, the authority shall apply the anpunt that cannot be
distributed to_reduce future assessnents to_the |evel necessary to
generate additional paynents to nanaged care_organi zations that are
consistent with federal actuarial soundness or utilization requirenents
or other federal requirenents;

(d) If required in order to obtain federal nmatching funds, the
maxi rum_nunber of nonnedicare inpatient days at the higher rate
provi ded_ under RCW 74.60.030(1)(b)(i)_ nay be adjusted in_order_to
conmply with federal requirenents;

(e) If the nunber of nonnedicare inpatient days applied to the
rates provided in RCW74.60.030 will not produce_ sufficient funds to
support the paynents required under this chapter and the state portion
of the quality incentive paynents under section 17 of this act and RCW
74.60.020(4) (f), the assessnent rates provided in RCW 74. 60. 030 may be
i ncreased proportionately by category of hospital to anbunts no greater
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than necessary in order to produce the required |evel of funds needed
to make the paynents specified inthis chapter and the state portion of

the quality incentive paynents under section 17 of this act and RCW
74.60.020(4) (f): and

(f) Any actual or estinated surplus renmining in the fund at the
end of the fiscal year nust be applied to reduce the assessnent anount
for the subsequent fiscal year.

(3)(a) Any adjustnent to the assessnent anounts pursuant to this
subsection, and the data supporting such adjustnment, including, but not
limted to, relevant data listed in (b) of this subsection, nust be
submtted to the Washington _state hospital association for review and
coment at least sixty calendar days prior to inplenentation of such
adj ust ed assessnent anounts. Any review and coment provided by the
Washi ngton state hospital association does not Iimt the ability of the
Washi ngton state hospital association or its nenbers to _chall enge an
adjustnent or_other action_by the_ authority that is_ not nade_in
accordance with this chapter.

(b) The authority shall provide the followng data to the
Washi ngton state hospital association sixty days before inplenenting
any revised assessnent levels, detailed by fiscal year, beginning with
fiscal year 2011 and extending to the nost recent fiscal year, except
in connection with the initial assessnent under this chapter:

(i) The fund bal ance;

(ii) The anpbunt of assessnent paid by each hospital;

(iii) The state share, federal share, and total annual nedicaid
fee-for-service paynents for inpatient hospital services made to each
hospital under RCW 74.60.120, and_the data used to_calculate the
paynents to individual hospitals under that section;

(iv) The state share, federal share, and total annual nedicaid fee-
for-service paynents for_ outpatient hospital services nmade to_ each
hospital under RCW 74.60.120, and the data used to calculate annua
paynents to individual hospitals under that section;

(v) The annual state share, federal share, and total paynents made
to_each hospital under each _of the_ follow ng_ prograns: Gants_to
certified public expenditure hospitals under RCW 74.60.090, for
critical access hospital paynents under RCW 74.60.100; and
di sproportionate share prograns under RCW74.60.110, and the data used

2ESHB 2016 p. 18
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to calculate annual paynents to_ individual hospitals under those
sections; and

(vi) The anpunt of paynents made to nmanaged care plans under RCW
74.60.130, including the anpbunt representing additional prem umtax,
and the data used to calculate those paynents.

Sec. 6. RCW74.60.070 and 2010 1st sp.s. ¢ 30 s 8 are each anended
to read as foll ows:

The incidence and burden of assessnents inposed under this chapter
shall be on hospitals and the expense associated with the assessnents
shall constitute a part of the operating overhead of hospitals.
Hospital s shall not increase charges or billings to patients or third-
party payers as a result of the assessnments under this chapter. The
((departrent)) authority may require hospitals to submt certified
statenments by their chief financial officers or equivalent officials
attesting that they have not increased charges or billings as a result
of the assessnents.

Sec. 7. RCW74.60.080 and 2010 1st sp.s. ¢ 30 s 9 are each anended
to read as foll ows:
(( o . Y i cabl it : i
74.60. 150(1), the departnent shall:
3 i caid_| . I . -
I | Lt i he f i caid i . I .
reductions di d not occur on July 1, 2009;- and
o Leul I N i tal il b I
an — otherwse — alHowable — elatbm— for — bapattent — and — outpatient
nedicatd-covered——services—renderedtromand—atbter—July—1—2009—up—to
and —Hheludi-ng —the —date —when —the —appH-cable —conditions —under —RCEW
?4—60—%596}} have—been—sattsted——as—+—the—four—percent—medtcatd

sa%+s#+ed——Fen+%—%he—d+##e%enee—%e—eaeh—hespkpa#—)) In each fiscal year

and upon satisfaction of the conditions set forth in ROW 74. 60.150(1),
after deducting or reserving anpunts authorized to be disbursed under
RCW 74. 60. 020(4) (d), (e), and (f), disbursenents fromthe fund nust be
made as foll ows:

p. 19 2ESHB 2016
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(1) For grants to certified public expenditure hospitals
accordance with RCW74. 60. 090;

(2) For paynents to critical access hospitals in_accordance wth
RCW 74. 60. 100;

(3) For small rural disproportionate share paynents in accordance
with RCW74.60.110;

(4) For paynents to hospitals under RCW 74.60. 120; and

(5) For paynents to nmanaged care organi zations under RCW74.60.130
for the provision of hospital services.

in

Sec. 8. RCW74.60.090 and 2011 1st sp.s. ¢ 35 s 2 are each anended
to read as foll ows:

(1) (( Upon—satistactton—ol—the—appltecableconditions—set—forth—in
ROW-74-60-150{(1)—and—for—services—rendered—on—or—atter—February—1+-

2ESHB 2016 p. 20



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDMDNDNMNDNMDDNMNMNDNMDNMNMDNPEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O NO O A W NPEFP O OOWwuNO O P WNEPEOOOWOOLwWNO O~ owDNDE.Oo

fee—tor—service—hospital—retrburserent—rates—in—effect—on—June—30+-
» : I Lt ale
" : hi : : : i ;

i _ but—prier—to— Lo on—of —the_ Licable_ it
spectted—+n—ROA- 74601501 —the —departhwent —shat——wthtn—stxty
I lar—days—af B Lo on—of—t] B it __caleul the
N I tals I itk thi . I .
the —etfterence —to—each—hosprtal —that —has —submtted —an—otherwse
] N Ui : I . _
n I | 4 I " b I I
Legtstature —wth —recomnrentdatons —on—the —alwpunt —of —the —assessnents
. I ¢ al : I
bi . he I Conwill _ redicaid_| Ceal
Lati i caid | ¢ al _ I I hould_add
federal-—law-—ineludi-ng—any—ehanges—en—scope—of-—nedical-d —coverages
provi-stons—related—to—provider—taxes—and—+pacts—ofl—federal—health
care—retormtegtstation—The—study—should—al so—address—the—state's
econone—feorecast—Based —on—the —forecast - —the —departrent —shoubd
recorrend—the —ampunt— ol —assessrent —needed—to—support—tuture—hospital
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show-d—he—developed—wth—the —H-seal—commttees—ol—the—tegisltature—
ofHH+ece—of —Hnanckal —managenent - —and — the —Vashington—state—hospital
asseetatton—)) In each fiscal year commencing upon satisfaction of the
applicable conditions _set forth in RCW 74.60.150(1), funds_ nust_ be
disbursed from the fund and the authority shall nake grants to
certified public expenditure hospitals, which may not be_ considered
paynents for hospital services, as foll ows:

(a) University of Washington nedical center: Three mllion three
hundred thousand dollars per fiscal year;

(b) Harborview nedical center: Seven mllion six hundred thousand
dollars per fiscal year;

(c) Al other certified public expenditure hospitals: Four mllion
seven hundred thousand dollars per fiscal year. The anpbunt of paynents
to individual hospitals under this subsection nust be determ ned using
a_nethodology that provides each hospital with a_ proportiona
allocation of the group's total anount of nedicaid and state children's
health i nsurance program paynents determ ned fromclains and encounter
data using the sane general nethodol ogy as described in RCW74.60.120
(3) and (4).

(2) Paynents nust be nade quarterly, taking the total disbursenent
anpunt and dividing by four to calculate the quarterly anobunt. The
initial paynment, which nust include all anpbunts due fromand after July
1, 2013, to the date of the initial paynent, nust be nmade within thirty
days after satisfaction of the conditions set forth_ in_RCW
74.60.150(1). The authority shall provide a quarterly report of such
paynents to the Washington state hospital association.

Sec. 9. RCW 74.60.100 and 2010 1st sp.s. c¢c 30 s 11 are each
anmended to read as foll ows:

(( o . Y i cabl it : i
74.60.150(1), the departnent shall pay critical access hospitals that
do not qualify for or receive a small rural disproportionate share
paynent in the subject state fiscal year an access paynent of fifty
dottars—teor—each—pedcatd—inapattent—day——exclustve—of—days—oen—which—a
swing bed is used for subacute care, from and after July 1, 2009,
Hi-t-ab—payrents—tohosprtals—cecovering—theperiodtromJuly—1—2009-
to the date when the applicable conditions under RCW 74.60. 150(1) are
sat+sted——shalH — be —made —wHHhibn — siodby — ealendar —days —alter —sueh
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condi-t+ons — are — sabsted—Subseguent — payrents —shalkh —be —made —to
erH-cal- — access —hospitals —on—an— anpual — basts —at — the — e — that
h-sproportionate—share—eb-gi-bH-H-ty—and—payrent —for—the—state—Hseal

anbut-—payable—wtHh—respect—to—servieces—provi-ded—by—erittecal—aceess
hospitals—)) In each fiscal year comrencing_upon satisfaction of the
conditions _set forth in RCW 74.60.150(1), the_ authority shall_ nake
access paynents to critical access hospitals that do not qualify for or
receive a_small rural disproportionate share hospital paynent in_a
given fiscal year in the total anpunt of five hundred twenty thousand
dollars fromthe fund. The anbunt of paynents to individual hospitals
under this_ subsection_nust be deternmined using_ a_nethodol ogy that
provides each_hospital with a proportional allocation of the group's
total anmpunt of nedicaid and state children's health insurance program
paynents determned from clains_and_ encounter data_ using the_ sane
general nethodology as described in_ RCW 74.60.120 (3) and_ (4).
Paynents nust be nade after the authority determnes_a_ hospital's
paynents under RCW 74.60.110. These paynents shall be in addition to
any ot her anpunt payable with respect to services provided by critical
access hospitals and shall not reduce any other paynents to critical
access hospitals. The authority shall provide a_report of such
paynents to the WAishington state hospital association within thirty
days after paynents are nmade.

Sec. 10. RCW 74.60.110 and 2010 1st sp.s. ¢ 30 s 12 are each
anended to read as foll ows:

(( o . Y i cabl it : i
74-60-150( 1)+ —smal-—rural-—disproportionate—share —payrents—shall—be
Hereased—to—one—hundred—twenty—percent—ol—the—teveli+n—efteect—as—olb
Hre—date—when—the—apphbi-cable—condittons—under —ROA-74-60150{1) —are
sat+sted——shal—be —made —w it — stxtby — cal-endar —days —alter —these
to—hospitals—by the departrment—oen—a pertodie—basts—)) I n each fiscal

vear conmmencing upon satisfaction of the applicable conditions set
forth in RCW 74.60.150(1), one mnmllion nine hundred nine thousand
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dollars nmust be distributed fromthe fund and, with avail able federal
matching funds, paid to hospitals eligible for small rural
di sproportionate_share_ paynents under WAC 182-550-4900_ or _successor
rule. Paynents nust be nmade directly to hospitals by the authority in
accordance with that requlation. The authority shall provide a report
of such paynents to the Washington state hospital association within
thirty days after paynents are nade.

Sec. 11. RCW 74.60.120 and 2010 1st sp.s. ¢ 30 s 13 are each
anended to read as foll ows:
({ Subfeet — to — the — appbiecable — condi-tons — set — forth — 1 — REW
@y — | redicaid - —and— . L _
. I L itk thi I ;
2} it he i . I . blished
{ay —Upon —satt+stactton—of —the —apphtecable — conditions —under —REW
74.60.150(1), increase paynents to managed care organizations and
regonal-—support—petworks—as—necessary—to—ensure—that—hosp-tals—are
FHom— and — alter — the — date — when — appbicable — condt-tions — under — ROW

the —estimated —ampunt- —of —addi-tHonal- — state —taxes —on —ranaged —eare
organi zations or regional support networks due as a result of the

regional —support —hretworks —to —make —payrents —to —each —hospital—tn
accordance —wth — REOW— 74600680 The — inereased — payrents —pade — o
I Lt al hi | : hall be i it I
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due—as—a—resubt—ob—the—payrents—under— s —subsectton——and—reguire
reraged —care —orgatzat-ons —and —reghonal — support —petwor ks —to — ke
payrents —to —each — hospital — -0 — accordance —wth — the — departrent—s
catleuatons —wtHhin —Fortby-fHve —calendar —days —after —the —departrent

3y —WHh—respect—to—the—inpatient—and—out pattent—hospi-tal—rates
estabhH-shed—by—ROW 7466090

{ay —Upon —sat+stactton—of —the —apphltecable — conditions —under —REW
F4-601450{1)— —inerease —payrents — Lo —panaged —eare —organtzatons —and
reghonal-—support—petworks—as—necessary—to—ensure—that—hosp-tals—are
retpsed—n—accordance —wiHh—ROW- 7460090 —and —pay—an—addi-t+onal
anbut-—egual- — o —Hhe —esti-rated —arpunt —of —addi-tonal —state—taxes—on

ake—payrents—to—each—hospirtal —+n—accordance—wth—the— dep&r—t—n%ﬂt—s
catleuatons —wtHhin —Fortby-fHve —calendar —days —after —the —departrent
h-shurses—tunds—torthose—purposes—
h—Require—ranaged—care—organi-zati-ons—that—econtract—w-th-health
care organi zations that provide, directly or by contract, health care
serviees—of—a—prepattd—or—capttated—basts—to—nrake—payrents—to—health

p. 25 2ESHB 2016



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDMDNDNMNDNMDDNMNMNDNMDNMNMDNPEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O NO O A W NPEFP O OOWwuNO O P WNEPEOOOWOOLwWNO O~ owDNDE.Oo

care—organtzatioens—ftor—any—of the—hospital—payrents—that—the—ranaged
. . et I . I I ¢ al I

i . T I . . i d o

tHhose — health — care — organtzations— — and — regquire — the — maraged —eare

epgankza%+eﬂs- to—reguire—those —health—care— 9#@&HF%&%+OHS— to — ke

fee schedules as described in RCW 74.60.090 are included in the
developrent—of—healt-hy—opttons—premuns—

5y —TFhe —departrent —ray —regue —ranaged —ecare —organtzatbons —and
reghonal — support — pretworks — Lo — denpnastrate — conplance —w-th — Hhts
seet+oen—)) (1) Beginning in state fiscal year 2014, commencing thirty
days after satisfaction of the applicable conditions set forth in RCW
74.60.150(1), and for the period of state fiscal years 2014 through
2017, the authority shall make supplenental paynents directly to
Washi ngton hospitals, separately for inpatient and outpatient fee-for-
service nedicaid services, as foll ows:

(a) For inpatient fee-for-service paynents for prospective paynent
hospitals other than_psychiatric or rehabilitation hospitals, twenty-
nine mllion two hundred twenty-five thousand dollars fromthe fund,
plus federal matching funds;

(b) For outpatient fee-for-service paynents for prospective paynent
hospitals other than psychiatric or rehabilitation hospitals, thirty
mllion dollars fromthe fund, plus federal matching funds;

(c) For inpatient fee-for-service paynments for psychiatric
hospitals, six hundred twenty-five thousand dollars fromthe fund, plus
federal matching funds;

(d) For inpatient fee-for-service paynents for rehabilitation
hospitals, one_ hundred fifty thousand dollars_from the fund, plus
federal matching funds;

(e) For inpatient fee-for-service paynents for border hospitals,
two hundred fifty thousand dollars fromthe fund, plus federal matching
funds; and

(f) For outpatient fee-for-service paynents for border hospitals,
two hundred fifty thousand dollars fromthe fund, plus federal matching
funds.
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(2) If_the ampunt of inpatient or _ outpatient paynents_under
subsection (1) of this section, when conbined with federal matching
funds, exceeds the upper paynent limt, paynents to each category of
hospital nust be reduced proportionately to a |level where the total
paynent anpunt is consistent wth the upper paynent Iim¢t. Funds under
this chapter unable to be paid to hospitals under this section because
of the upper paynent |limt nust be paid to nmanaged care organi zations
under RCW 74.60.130, subject to the limtations set forth in this
chapter.

(3) The amount of such fee-for-service inpatient paynents to
individual hospitals within each of the cateqories identified in
subsection (1)(a), (c), (d), and (e) of this section nust be determ ned
by:

(a) Applying the nedicaid fee-for-service rates in effect on July
1, 2009, without regard to the increases required by chapter 30, Laws
of 2010 1st sp. sess. to each hospital's inpatient fee-for-services
clainms and nedi caid nanaged care encounter data for the base year

(b) Applying the nedicaid fee-for-service rates in effect on July
1, 2009, without regard to the increases required by chapter 30, Laws
of 2010 1st sp. sess. to_all_ hospitals' inpatient fee-for-services
clains and nedi cai d nanaged care encounter data for the base year; and

(c) Using the amunts calculated under (a) and (b) of this
subsection_to_ determne_ an_individual hospital's percentage of the
total anmpbunt to be distributed to each category of hospital.

(4) The amount of such fee-for-service outpatient paynments to
individual hospitals within each of the cateqories identified in
subsection (1)(b) and (f) of this section nust be determ ned by:

(a) Applying the nedicaid fee-for-service rates in effect on July
1, 2009, without regard to the increases required by chapter 30, Laws
of 2010 1st sp. sess. to each hospital's outpatient fee-for-services
clainms and nedi caid nmanaged care encounter data for the base year

(b) Applying the nedicaid fee-for-service rates in effect on July
1, 2009, without regard to the increases required by chapter 30, Laws
of 2010 1st sp. sess. to_all _ hospitals' outpatient fee-for-services
clainms and nedi caid nmanaged care encounter data for the base year; and

(c) Using the amounts calculated under (a) and (b) of this
subsection_to_ determne_ an_individual hospital's percentage of the
total anmpbunt to be distributed to each category of hospital.
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(5) Thirty days before the initial paynents and sixty days before
the first paynent in each subsequent fiscal year, the authority shall
provide each hospital and_the Washington state hospital association
with an explanation of howthe anpbunts due to each hospital under this
section were cal cul at ed.

(6) Paynents nust be nmade in quarterly installnents on or about the
| ast day of every quarter, except that the initial paynent nust be nade
within thirty days after satisfaction of the conditions set forth in
RCW 74. 60. 150(1) and nust include all ampunts due fromJuly 1, 2013, to
the date of the initial paynent.

(7) A prospective paynent system hospital comencing_operations
after January 1, 2009, is eligible to receive paynents in accordance
with this section after becomng an eligible new prospective paynent
system hospital as defined in RCW74. 60.010.

(8) Paynments_ under this_section_ are_ supplenental to_all _other
paynents and do not reduce any other paynents to hospitals.

Sec. 12. RCW 74.60.130 and 2010 1st sp.s. ¢ 30 s 14 are each
anended to read as foll ows:

(1) ((Fhe—departrent——+n—cotaboratton—wth—the —health—eare
&u{—her—l—t—y— the— elep&r—t—n%m— of —heatth——the— dep&r—t—n%m— of —Labor—and

by —EHHeetive—purehastnrg—st+rategies—to—iAprove—the—gqualty—of
heatth —care — servieces — shouwd — Favolve — the —use — o — compn — guabty
HpEovenent —reasw-es—by—pubbH-c—and —prvate—health—ecare —purchasers—
whti-e —recogitzing — Hhatl — sore — reasu-es —ray — otk —be —appropriate —For

" on—to_ oLty pedi e — hi e —or—rehabil] .
hespital-s-

fer—Chabty—pmeasures—ehosen—tor—the—system-should—be—conststent
it h the_ lards that | ) o | by . L ¥
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FApEovenent —organt-zab-ons——sueh —as—the—pattonal —guabi-y—Forum-—the
federal-—centers—for—nedicare—and —nedicald—services—or—the—federal

at—tevels—that—are—feastblefor—hosprtals—to—achteve—yel—represent
real-—Hproevenrents —i-n —gquab-ty —and —performance —for —a—nmajortty —eof-

. ot Ly i eal I Ctale hi
are—able—to—receive—the—neentive—payrents—iHH—performance—s—at—or
above—the—benehrark—score—set—in—the—system—estabb-shed—under—thts
section.

2 Lo . Y Licabl it : b
74.60.150(1), and for state fiscal vyear 2013 and each fiscal vyear

this—seetion—)) For state fiscal year 2014, commencing within thirty

days after satisfaction of the conditions set forth in RCW 74. 60. 150(1)
and subsection (6) of this section, and for the period of state fiscal
years 2014 through 2017, the authority shall increase capitation
paynents to nmanaged care organi zations by an anmpunt at |east equal to
the amount available from the fund after deducting disbursenents
aut hori zed by RCW74.60.020(4) (c) through (f) and paynents required by
RCW 74. 60. 080 t hrough 74.60. 120, which nust be no |l ess than one hundred
fifty-three mllion one_ hundred thirty-one thousand six_hundred
dollars, plus the maxi num avail able anmount of federal natching funds.
The initial paynent follow ng satisfaction of the conditions set forth
in RCW 74.60.150(1) nust include all anmounts due from July 1, 2013.
Subsequent paynents shall be nmade quarterly.

(2) I'n fiscal years 2015, 2016, and 2017, the authority shall use
any additional federal nmatching funds for the increased managed care
capitation paynents under subsection (1) of this section available from
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nedi cai d expansi on under the federal patient protection and affordable
care act to substitute for assessnent funds which otherw se woul d have
been used to pay nmanaged care plans under this section.

(3) Paynents to_individual managed care_organi zations_ shall be
determ ned by the authority based on each organization's or network's
enrollnent relative to the anticipated total enrollnent in each program
for the fiscal year in_ question, the anticipated utilization_ of
hospital services by an organi zation's or network's nedi caid enroll ees,
and such other factors as are reasonable and appropriate to ensure that
purposes of this chapter are net.

(4) In the event that the federal governnent determ nes that tota
paynents to nanaged care_organi zations under this section exceed what
is permtted under applicable nedicaid |aws and requl ati ons, paynents
must be reduced to levels that neet such requirenents, and the bal ance
remai ni ng nust be applied as provided in RCW74. 60. 050.

Further, in the event a nanaged care organi zationis legally
obligated to repay anpbunts distributed to hospitals under this section
to the state or federal governnent, a nanaged care organi zati on nmay
recoup the anount it is obligated to repay under the nedicaid program
fromindividual hospitals by not nore than the anpbunt of overpaynent
each hospital received fromthat nmanaged care organi zati on

(5) Paynments under this section do _not reduce the anpunts_ that
otherwi se would be paid to nmanaged care organi zations: PROVIDED, That
such paynents are consistent with actuarial soundness certification and
enrol | nent.

(6) Before nmking such paynents, the authority shall require
nedi caid managed care_ organizations to conply with the follow ng
requi renents:

(a) All paynents to_nmnaged care organi zations under this chapter
nmust be expended for hospital services provided by Washi ngt on hospitals
in_a manner consistent with the purposes and provisions of this

chapter, and nust be equal to all increased capitation paynents under
this section received by the organi zation or network, consistent with
actuarial certification and enrollnent, |ess an_allowance for any

estimted premumtaxes the organization is required to pay under Title
48 RCWassociated with the paynents under this chapter. Paynents under
this section are exenpt fromRCW74.09.522;
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(b) Before the end of the gquarter in which funds are paid to them

managed care organizations shall expend the increased capitation
paynents under this section in a manner consistent with the purposes of
this chapter;

(c) Providing that any delegation or_ attenpted delegation_of an
organi zation's or netwrk's obligations under agreenents wth the
authority do not relieve the organization or network of its obligations

under this section and related contract provisions.

(7) No hospital or nmanaged care organi zations nmay use the paynents
under this section to gain advantage in negotiations.

(8) No hospital has a claim or cause of action against a nmanaged
care_organi zation_for_ nonetary conpensation based on_ the anount of
paynents under subsection (6) of this section

(9) If funds cannot be used to pay for services in accordance with

this chapter the managed care orqgani zation or network nust return the
funds to the authority, which shall return themto the hospital safety
net assessnent fund.

Sec. 13. RCW 74.60.140 and 2010 1st sp.s. ¢ 30 s 16 are each
anended to read as foll ows:

(1) If an entity owns or operates nore than one hospital subject to
assessnent under this chapter, the entity shall pay the assessnent for
each hospital separately. However, if the entity operates nultiple
hospitals under a single nedicaid provider nunber, it nay pay the
assessnment for the hospitals in the aggregate.

(2) Notwithstanding any other provision of this chapter, if a
hospital subject to the assessnent inposed under this chapter ceases to
conduct hospital operations throughout a state fiscal year, the
assessnent for the quarter in which the cessation occurs shall be
adjusted by multiplying the assessnent conputed under RCW 74.60.030
((H—=anrd3)y)) by a fraction, the nunerator of which is the nunber of
days during the year which the hospital conducts, operates, or
mai ntains the hospital and the denom nator of which is three hundred
si xty-five. I medi ately prior to ceasing to conduct, operate, or
mai ntain a hospital, the hospital shall pay the adjusted assessnent for
the fiscal year to the extent not previously paid.

(3) ({ Nebtwrthstanding—any—other—provision

. , . . ’. I
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£4)7)) Notwi thstanding any other provision of this chapter, if a
hospital previously subject to assessnent is sold or transferred to
another entity and remains subject to assessnent, the assessnent for
that hospital shall be conputed based upon the cost report data
previously submtted by that hospital. The assessnent shall be
al l ocated between the transferor and transferee based on the nunber of
days within the assessnent period that each owned, operated, or
mai nt ai ned the hospital.

Sec. 14. RCW 74.60.150 and 2010 1st sp.s. ¢ 30 s 17 are each
anmended to read as foll ows:

(1) The assessnent, collection, and disbursenment of funds under
this chapter shall be conditional upon:

(a) ((WHhdrawal-—ef —those —aspeets—of—any—pending—state—plan
arendrents —previousty —submtted —to —the —ecenters—for—nedicare —and
i caid . I . : b thi I ’ fieall
ay —pending—state—plan—arendrent —related —to—the—lour —percent—rate

Y ] L i . I I Lt al

Hrplerented—July—1—2009;-

b Ly I : ' I i caid . :
any state plan anendnents or waiver reqguests that are necessary in

I ol I Licabl . ot h I ;

£¢)y)) Einal approval by the centers_ for_ nedicare_and_nedicaid
services of any state plan_anendnents or waiver requests that are
necessary in order to inplenent the applicable sections of this chapter
including, if necessary, waiver of the broad-based or uniformty
requirenents as_specified under section 1903(wW)(3)(E) of the federal
social security act and 42 C F. R 433.68(e);
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(b) To the extent necessary, anendnent of contracts between the
((departrent)) authority and nmnaged care organizations in order to
i npl enent this chapter; and

((€))) (c) Certification by the office of financial mnagenent
that appropriations have been adopted that fully support the rates
established in this chapter for the upcom ng fiscal year.

(2) This chapter ((dees—not—take effeect—or)) ceases to be inposed,
and any noneys remaining in the fund shall be refunded to hospitals in
proportion to the anmounts paid by such hospitals, if and to the extent
that any of the follow ng conditions occur:

(a) ((An—appetHate—court—or—the—centersTfor—medicare—and—nedicatd
serviees)) The federal departnent of health _and human services and a
court of conpetent jurisdiction nmakes a final determnation, with all
appeal s exhausted, that any elenment of this chapter, other than RCW
74. 60. 100, cannot be validly inplenented;

(hy ((Mediecard—inpattent —or—outpattent —retnbursepent —rates—for
hospitals are reduced below the conbined rates established by RCW

ey —EBExecept—For—payrents—to—the—University—of —Vashinglon—nedical
whaeer —ROA- 7460080 — 7460090 7460110 —and — 7460120 —are—not
Liaible f  od | hi : Is:

{dy Oher funding available for the nedicatd program is not

rates at the levels set in RCW74.60.080, 74.60.090, and 74.60.110))
Funds generated by the_ assessnent for paynents to prospective paynent
hospitals_ or nmanaged_care_organi zations are_ determned to_be_ not
eligible for federal match;

(c) Oher funding sufficient to naintain aggregate paynent |evels
to hospitals for inpatient and outpatient services covered by nedicaid,
including fee-for-service and nmanaged care, at least at the |evels the
state paid for those services on July 1, 2009, as adjusted for current
enrollnment _and_wutilization, but wthout regard to paynent increases
resulting from chapter 30, Laws of 2010 1st sp. sess., 1S _not
appropriated or avail abl e;

(d) Paynents_required by this chapter are_ reduced, except as
specifically authorized in this chapter, or paynents are not nmde in
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substantial conpliance with the time franes set forth in this chapter;
or

(e) The fund is used as a substitute for or to supplant other
funds, except as authorized by RCW74.60. 020( (3e))) .

Sec. 15. RCW 74.60.900 and 2010 1st sp.s. ¢ 30 s 18 are each
amended to read as foll ows:

(1) The provisions of this chapter are not severable: If the
conditions set forth in RCW 74. 60. 150(1) are not satisfied or if any of
the circunstances set forth in RCW 74.60.150(2) should occur, this
entire chapter shall have no effect fromthat point forward((—execept

povistons — ol — Hi-s — ehapter — o — s — apphteation — o —hospitals —or
circunstances ot her than those to which it is held invalid shall not be
atFeetedthereby) ).

(2) In the event that any portion of this chapter shall have been
validly inplenmented and the entire <chapter is later rendered
i neffective under this section, prior assessnments and paynments under
the validly inplenented portions shall not be affected.

(({3) tn the event that the paynent under RCW 74.60.100, or the

appLFeaP+eﬂ—%he%ee#—%e—any—hesp+%a#—e#—e+#eans%aﬂees—dees—ﬂe%—%eee+¥e

ROW.74.60.-050(1)}{e)) )

NEW SECTION. Sec. 16. A newsection is added to chapter 74.60 RCW
to read as foll ows:

(1) The legislature intends to provide the hospitals with an
opportunity to contract with the authority each fiscal biennium to
protect the hospitals from future legislative action during the
bi ennium that could result in hospitals receiving less from
suppl enent al paynents, i ncreased managed care paynent s,
di sproportionate share hospital paynents, or access paynents than the
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hospital s expected to receive in return for the assessnment based on the
bi enni al appropriations and assessnent | egislation.

(2) Each odd-nunbered year after enactnent of the biennial omibus
operating appropriations act, the authority shall offer to enter into
a contract for the period of the fiscal biennium beginning July 1st
with a hospital that is required to pay the assessnent under this
chapter. The contract nust include the follow ng terns:

(a) The authority must agree not to do any of the foll ow ng:

(i) Increase the assessnent from the level set by the authority
pursuant to this chapter on the first day of the contract period for
reasons ot her than those all owed under RCW 74. 60. 050( 2) ;

(11) Reduce aggregate paynent levels to hospitals for inpatient and
out pati ent services covered by nedicaid, including fee-for-service and
managed care, allowing for variations due to budget-neutral rebasing
and adjusting for changes in enrollnment and utilization, from the
levels the state paid for those services on the first day of the
contract period,

(ti1) For critical access hospitals only, reduce the levels of
di sproportionate share hospital paynments under RCW 74.60. 110 or access
paynents under RCW 74.60.100 for all critical access hospitals bel ow
the |l evel s specified in those sections on the first day of the contract
peri od;

(1v) For prospective paynment system psychi atric, and
rehabilitation hospitals only, reduce the |l|evels of supplenental
paynments under RCW 74.60.120 for all prospective paynent system
hospitals below the I evels specified in that section on the first day
of the contract period unless the supplenental paynents are reduced
under RCW74.60.120(2);

(v) For prospective paynent system psychiatric, and rehabilitation
hospitals only, reduce the increased capitation paynents to nanaged
care organi zati ons under RCW 74.60. 130 below the levels specified in
that section on the first day of the contract period unless the nmanaged
care paynents are reduced under RCW74. 60.130(4); or

(vi) Except as specified in this chapter, use assessnent revenues
for any other purpose than to secure federal nedicaid matching funds to
support paynments to hospitals for nedicaid services; and

(b) As long as paynent |evels are naintained as required under this
chapter, the hospital mnust agree not to challenge the authority's
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reduction of hospital reinbursenent rates to July 1, 2009, |evels,
which results from the elimnation of assessnent supported rate
restorations and i ncreases, under 42 U S.C. Sec. 1396a(a)(30)(a) either
t hrough adm nistrative appeals or in court during the period of the
contract.

(3) If a court finds that the authority has breached an agreenent
wi th a hospital under subsection (2)(a) of this section, the authority:

(a) Must imedi ately refund any assessnent paynents nade subsequent
to the breach by that hospital upon receipt; and

(b) May discontinue supplenental paynents, increased nmanaged care
paynents, disproportionate share hospital paynents, and access paynents
made subsequent to the breach for the hospital that are required under
this chapter.

(4) The renedies provided in this section are not exclusive of any
ot her renedies and rights that may be avail able to the hospital whether
provided in this chapter or otherwise in law, equity, or statute.

NEW SECTION. Sec. 17. A newsection is added to chapter 74.09 RCW
to read as foll ows:

(1) If sufficient funds are nmde available as provided in
subsection (2) of this section the authority, in collaboration with the
Washi ngton state hospital association, shall design a system of
hospital quality incentive paynents for noncritical access hospitals.
The systemnust be based upon the follow ng principles:

(a) Evidence-based treatnent and processes nust be used to i nprove
health care outcones for hospital patients;

(b) Effective purchasing strategies to inprove the quality of
health care services should involve the wuse of comon quality
i nprovenent neasures by public and private health care purchasers,
while recognizing that sone neasures may not be appropriate for
application to specialty pediatric, psychiatric, or rehabilitation
hospi tal s;

(c) Quality neasures chosen for the system should be consistent
with the standards that have been developed by national quality
i nprovenent organizations, such as the national quality forum the
federal centers for mnmedicare and nedicaid services, or the federa
agency for healthcare research and quality. New reporting burdens to
hospitals should be mnim zed by giving priority to neasures hospitals
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are currently required to report to governnmental agencies, such as the
hospi tal conpare neasures collected by the federal centers for nedicare
and nedi cai d servi ces;

(d) Benchmarks for each quality inprovenment neasure shoul d be set
at levels that are feasible for hospitals to achieve, yet represent
real inprovenents in quality and performance for a mgjority of
hospitals in Washi ngton state; and

(e) Hospital performance and incentive paynents shoul d be designed
in a manner such that all noncritical access hospitals are able to
receive the incentive paynents if performance is at or above the
benchmark score set in the systemestablished under this section.

(2) If hospital safety net assessnent funds described in RCW
74.60. 020 are nmade avail able, such funds nust be used to support an
additional one percent increase in inpatient hospital rates for
noncritical access hospitals that:

(a) Meet the quality incentive benchmarks established under this
section; and

(b) Participate in Wshington state hospital associ ation
col |l aboratives related to the benchmarks in order to inprove care and
pronote sharing of best practices with other hospitals.

(3) Funds directed fromany other |awful source may al so be used to
support the purposes of this section.

Sec. 18. RCW 74.60.901 and 2010 1st sp.s. ¢ 30 s 21 are each
anmended to read as foll ows:
This chapter expires July 1, ((2643)) 2017.

NEW SECTION. Sec. 19. This act is necessary for the imredi ate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi atel y.

~-- END ---
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