
ANALYSIS OF HOUSE BILL1483
Makingmodification tothenursing facility payment system.

Health CareCommittee February 3,1999
WashingtonStateHouse ofRepresentatives

SPONSORS: Representatives Cody and Parlette.

WHAT THE BILLDOES

1) Changestheway inwhicheconomictrends areadjusted for recognizing costs by requiring
theuseoftheHealth CareFinancing Administration (HCFA)index.(This isreferred toas
the HCFA basket.)

2) The ceiling forhome office costsiseliminated.

3) Therapy costsare removed from the dailyrateand are set up on a fee system
administered by theMedical Assistance Administration within theDSHS.

4) The DSHS isgivenauthority forestablishing exceptional ratesforresidents needing
specialized heavycare.

5) Establishes a new rate componentcalled the taxcomponent–allowing facilities that pay
taxestorecoupthesefunds(suchas B&O fortheforprofit facilities).

6) Carries forwardthree yearrebasing beyond its current 2001 expiration date.

7) Requires thatthe DSHS pay back to the nursing facilities when the budget dial is
erroneously implemented.

BACKGROUND:

NursingHomes: Thereare269 medicaidcertified facilities in37 counties providing careto
approximately 14,500 medicaid clients. The state plays two majorroles withregard tonursing
homes: theregulator and service purchaser. The state purchases, through Medicaid, abouttwo-
thirds ofall nursing home caredelivered inthestate.As of10/98 yearly costsperpersonfor
nursing home carewas $41,880 atan averagedaily rate of$114.74.

Nursing Home RateSetting -The Current PaymentSystem: The Washingtonstate nursing home
rate refers totheMedicaid paymentmade toa nursing facility operator tocareforone personfor
one day.The Washingtonnursing home payment systemmay be characterized as prospective,
cost-based, and facility-specific. Thismeans that eachfacility receives its own rate ofpayment,
which isuniqueto thatfacility, and based upon thatfacility’s allowable costsand casemix
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(facility specific) .

Multiple Components totheRate -The rates paidtonursing facilities arebasedon sixdifferent
components.Thesecomponentsinclude, direct care, operations, support services, therapy care,
property, and thereturn on investment which consists of two parts -financing allowance and
variable return.Each individual facility ispaidthe lowerof their actual costof providing a
component ofcare, or theyarepaidup totheceiling forthatcomponent. The following isa
description ofthecomponent rate setting system:


