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HOUSE BI LL 1329

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Fronmhold, Sehlin, Mrris, Canpbell, Meller,
Al exander, Quall, Chase and Bush

Read first time 01/22/2003. Referred to Commttee on Appropriations.

AN ACT Relating to a quality maintenance fee levied on nursing
facilities; amending RCW 74.46.200 and 74.46.421; reenacting and
anendi ng RCW 43.84.092; adding new sections to chapter 74.46 RCW
addi ng new sections to chapter 43.131 RCW adding a new chapter to
Title 82 RCW and declaring an energency.

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

NEW SECTION. Sec. 1. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Goss incone" has the sanme neaning as the termis defined in
RCW 82. 04. 080.

(2) "Patient days" shall not include nedicare patient days.

(3) "Multiplier" neans the fixed dollar anmount used to calcul ate
the quality maintenance fee.

(4) "Nursing facility" has the same neaning as the termis defined
in RCW 74. 46. 020.

NEW SECTION. Sec. 2. (1) Wthout exenptions, there is |levied and
there shall be collected a quality maintenance fee on nursing
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facilities to be calculated in accordance with subsection (2) of this
section.

(2)(a) The quality maintenance fee shall be an anount determ ned
each quarter by multiplying the patient days as reported by each
nursing facility for each day of the quarter by the nultiplier.

(b) Each multiplier shall be calculated by the departnent to
produce an aggregate annual quality maintenance fee paynent equal to
six percent of the aggregate annual gross incone for all nursing
facilities. The nultiplier shall be subject to prospective adjustnent
as necessary so that the annual aggregate quality maintenance paynents
do not exceed six percent of the aggregate annual gross incone for al
nursing facilities.

(3)(a) Between the effective date of this act and June 30, 2004,
the multiplier shall be nine dollars and twenty-five cents.

(b) Beginning July 1, 2004, and annually thereafter, the nmultiplier
shal | be determ ned using the patient days and gross incone reported to
t he departnent under section 3 of this act. The departnment shall use
at least six nonths of data fromeach nursing facility that shall then
be annual i zed.

NEW SECTION. Sec. 3. Each nursing facility shall file a report
with the departnent listing the patient days and gross inconme for the
i mredi ately preceding cal endar year. The report shall be filed with
the departnent by April 30th of each year beginning April 30, 2004.
The qual ity mai ntenance fee, determ ned by the departnment in accordance
with section 2 of this act, shall be due and payable in accordance with
RCW 82. 32. 045(1). The departnent has authority to inpose penalties in
accordance wth RCW 82. 32. 050.

NEW SECTION. Sec. 4. The quality maintenance fee assessed and
collected under this act, and any penalties inposed and collected
pursuant to RCW 82.32.050, shall be deposited in the nursing facility
medi caid trust fund account created in section 6 of this act.

NEW SECTION. Sec. 5. The departnent may adopt rules, in
accordance with chapter 34.05 RCW if necessary to inplenent this
chapter.
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NEWSECTION. Sec. 6. (1) The nursing facility nedicaid trust fund
account is created in the state treasury. All receipts from the
assessed and collected quality mai ntenance fees, any penalties inposed
and collected, and the federal financial participation anounts derived
fromthe assessed fees paid by the nursing facilities nust be deposited
in the account. Money in the account nmay be spent only after
appropriation. Expenditures fromthe account nay only be used for the
pur poses of this section.

(2) The nursing facility nedicaid trust fund account shall be: (a)
Separate and distinct fromthe state's general fund; (b) supplenentary
to the base level of the Wshington state nedicaid program funds
appropriated by the legislature to namintain the state's nursing
facility medicaid program To determ ne the base | evel of the nursing
facility medicaid program funds, the anount appropriated for nursing
facilities in the 2001-03 bi enni al appropriations act shall be used and
will establish the base |evel anmount. The base |evel amount shall be
adjusted annually by an inflation factor that shall be equal to the
inflation factor used to annually update the nedicare skilled nursing
facility paynment rates; (c) exenpt from budgetary cuts, reductions, or
elimnations caused by general revenue shortfalls; and (d)
suppl enmentary to any increases in state general funds resulting from
any increase in the federal financial participation percentage anounts.

(3)(a) The nursing facility nedicaid trust fund account shall be
used only to prospectively pay, under section 8 of this act, each
nursing facility the nedicaid proportionate amount of the quality
mai nt enance fee paid under this act, to the extent permtted under
section 1903(w) of the social security act and to fund:

(1) The nursing facility nedicaid paynent nethod inprovenents nade
by the fifty-eighth |egislature; or

(i1) The nursing facility rate stabilization conponent created in
section 7 of this act.

(b) Should the state fail to appropriate funds in an anount that is
sufficient to maintain the base level funding for nursing facilities,
including the annual inflation adjustnment anounts, as described in
subsection (2) of this section, all funds collected and held in the
nursing facility medicaid trust fund account shall be distributed to
the nursing facility rate stabilization conponent established in
section 7 of this act.
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(4) The funds in the nursing facility nmedicaid trust fund account
shall not be used for any purpose other than that expressly allowed
under this section.

(5) Al funds collected and maintained in the nursing facility
medicaid trust fund account shall accrue interest. The accrued
interest anmpunts shall be available and expended in accordance wth
this act.

(6) If the operation of the nursing facility nedicaid trust fund
account is termnated for any reason, any and all anmounts remaining in
the nursing facility medicaid trust fund account shall be imediately
di sbursed to each contractor in an anmount that is representative of the
contractor's percentage of the total annual assessed fee anount.

(7) No nursing facility is guaranteed, expressly or otherw se, that
any additional noney paid to the nursing facility wll equal or exceed
t he amount of its quality maintenance fee.

NEW SECTION. Sec. 7. (1) Effective July 1, 2003, and consistent
with the provisions of section 6 of this act, a new nursing facility
rate conponent shall be created and referred to as the nursing facility
rate stabilization conponent.

(2)(a) As long as the base | evel funding adjusted for inflation has
been mai ntained by the state under section 6 of this act, the nursing
facility rate stabilization conponent shall include quality maintenance
fee amounts that may remain in the nursing facility nedicaid trust fund
account after the nursing facility nmedicaid paynent nethod i nprovenents
as enacted by the fifty-eighth | egislature have been funded.

(b) If the state has not nmaintained its base I|evel funding
adjusted for inflation under section 6 of this act, then the nursing
facility rate stabilization conponent shall consist of all funds
collected and held in the nursing facility medicaid trust fund account.

(3) By June 1st of each year, the departnent shall determ ne
whet her the state will maintain its base |level funding, adjusted for
inflation, under section 6 of this act.

(a) If the departnment determnes that the state will neet its base
| evel funding adjusted for inflation, then by the first day of the
third quarter of each rate year, the departnent will estinmate, based on
census and nedicaid paynents nade to date, whether any funds wll
remain in the nursing facility nmedicaid trust fund account by June 30th
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of each rate year after neeting the funding obligations of the nursing
facility nedicaid paynent nethod i nprovenents. If the departnent
determines that funds wll be remaining in the nursing facility
medi caid trust fund account as of June 30th of the applicable rate
year, the departnent shall divide the total anmount of the anticipated
unexpended funds by the total nunber of nedicaid patient days. The
result shall be a per patient day rate anount that shall be added to
the total nedicaid rate that shall be paid beginning on the first day

of the third quarter of the applicable rate year until the nursing
facility nmedicaid trust fund account is fully expended.
(b) If the departnent determnes that the state will not neet its

base | evel funding adjusted for inflation, then the departnent shal
divide the total amount of the funds held in the nursing facility
medi caid trust fund account by the total nunmber of nedicaid patient
days. The result shall be a per patient day rate anount that shall be
added to each nursing facility's total nedicaid rate that shall be paid
begi nning on July 1st of each applicable rate year until the nursing
facility nmedicaid trust fund account is fully expended.

(4) The nursing facility rate stabilization conponent is not
subj ect to m nimum occupancy requirenents, nedians, lids, or any other
l[imtations contained in the rate setting part of chapter 74.46 RCW
Part E.

NEW SECTION. Sec. 8. (1) Beginning July 1, 2003, there shall be
a new rate allocation conponent that shall correspond to the quality
mai nt enance fee anounts paid by a nursing facility.

(2) By July 1, 2003, and by each subsequent July 1st, the
departnment shall determine each nedicaid nursing facility's quality
mai nt enance fee anount that wll be paid to the departnent of revenue.
In making this determnation, the departnment shall consult wth
departnment of revenue staff and calculate the quality maintenance fee
anounts for each nedicaid nursing facility using the nethod described
in section 2 of this act.

(3) Based on the anmount of the quality maintenance fee anount that
each nmedicaid nursing facility is required to pay, the departnent shal
then determ ne the per resident day anmount that is proportionate to the
nursing facility's nmedicaid resident days to total actual days during
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t he applicable reporting period. This per nedicaid resident day anount
shall be the quality maintenance fee conponent rate allocation that
shal |l be paid to each nmedicaid nursing facility on a prospective basis.

Sec. 9. RCW 43.84.092 and 2002 ¢ 242 s 2, 2002 c¢c 114 s 24, and
2002 ¢ 56 s 402 are each reenacted and anmended to read as foll ows:

(1) Al earnings of investnments of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury inconme account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall wunder RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anounts due to or
fromthe federal governnent pursuant to the cash managenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deened necessary to i npl enent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84. 160, the treasury incone
account may be utilized for the paynent of purchased banki ng services
on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynments to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
credit the general fund wth all the earnings credited to the treasury
i ncone account except:

(a) The following accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
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average daily balance for the ©period: The capitol building
construction account, the Cedar R ver channel construction and
operation account, the Central Washington University capital projects
account, the charitable, educat i onal , penal and reformatory
institutions account, the common school construction fund, the county
crimnal justice assistance account, the county sales and use tax
equal i zation account, the data processing building construction
account, the deferred conpensation adm ni strative account, the deferred
conpensation principal account, the departnent of retirenent systens
expense account, the drinking water assistance account, the drinking
wat er assi stance adm nistrative account, the drinking water assistance
repaynent account, the Eastern Washington University capital projects
account, the education construction fund, the energency reserve fund,
the federal forest revolving account, the health services account, the
public health services account, the health systemcapacity account, the
per sonal health services account, the state higher education
construction account, the higher education construction account, the
hi ghway i nfrastructure account, the industrial insurance prem umrefund
account, the judges' retirenment account, the judicial retirenent
adm ni strative account, the judicial retirenent principal account, the
| ocal | easehold excise tax account, the local real estate excise tax
account, the local sales and use tax account, the nedical aid account,
the nmobile honme park relocation fund, the nultinodal transportation
account, the nunicipal crimnal justice assistance account, the
muni ci pal sal es and use tax equalization account, the natural resources
deposit account, the nursing facility nedicaid trust fund account, the
oyster reserve | and account, the perpetual surveillance and mai nt enance
account, the public enployees' retirenent system plan 1 account, the
public enpl oyees' retirenent systemconbined plan 2 and plan 3 account,
the public facilities construction |oan revolving account beginning
July 1, 2004, the public health supplenental account, the Puyall up
tribal settlenment account, the regional transportation investnent
district account, the resource nanagenent cost account, the site
cl osure account, the special wldlife account, the state enployees'
i nsurance account, the state enployees' insurance reserve account, the
state investnment board expense account, the state investnent board
comm ngl ed trust fund accounts, the supplenental pension account, the
Tacoma Narrows toll bridge account, the teachers' retirenment system
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plan 1 account, the teachers' retirenent system conbined plan 2 and
pl an 3 account, the tobacco prevention and control account, the tobacco
settlenment account, the transportation infrastructure account, the
tuition recovery trust fund, the University of Washington bond
retirement fund, the University of Wshington building account, the
volunteer fire fighters' and reserve officers' relief and pension
principal fund, the volunteer fire fighters' and reserve officers'
adm nistrative fund, the Wshington fruit express account, the
Washington judicial retirenment system account, the Washington |aw
enforcenment officers’ and fire fighters' system plan 1 retirenent
account, the Washington |aw enforcenent officers' and fire fighters'
system plan 2 retirenent account, the Washington school enployees

retirenment system conbined plan 2 and 3 account, the WAshington state
heal th insurance pool account, the Washington state patrol retirenent
account, the Wishington State University building account, the
Washi ngton State University bond retirement fund, the water pollution
control revolving fund, and the Wstern Washi ngton University capital
projects account. Earnings derived from investing balances of the
agricultural permanent fund, the normal school permanent fund, the
per mmnent common school fund, the scientific permanent fund, and the
state university permanent fund shall be allocated to their respective
beneficiary accounts. All earnings to be distributed under this
subsection (4)(a) shall first be reduced by the allocation to the state
treasurer's service fund pursuant to RCW 43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi | ot age account, the public transportation systens account, the Puget
Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol hi ghway account, the transportation equi pnent
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fund, the transportation fund, the transportation inprovenent account,
the transportation inprovenent board bond retirenent account, and the
urban arterial trust account.

(5 In conformance with Article Il, section 37 of the state
Constitution, no treasury accounts or funds shall be all ocated earnings
W thout the specific affirmative directive of this section.

Sec. 10. RCW 74.46.200 and 1980 c¢c 177 s 20 are each anended to
read as foll ows:

(1) Al'l owabl e costs shall be reduced by the contractor whenever the
item service, or activity covered by such costs generates revenue or

financial benefits other than through the contractor's normal billing
for care services; except that, wunrestricted grants, gifts, and
endownents, and interest therefrom wll not be deducted from the

al l omabl e costs of a nonprofit facility.

(2) Where goods or services are sold, the anpbunt of the reduction
shall be the actual cost relating to the item service, or activity.
In the absence of adequate docunentation of cost, it shall be the ful
anount of the revenue received. Where financial benefits such as
purchase di scounts or rebates are received, the anmount of the reduction
shal | be the anobunt of the discount or rebate.

(3) This section does not apply to the nursing facility rate
stabilization conponent under section 7 of this act.

Sec. 11. RCW74.46.421 and 2001 1st sp.s. ¢ 8 s 4 are each anended
to read as foll ows:

(1) The purpose of part E of this chapter is to determ ne nursing
facility medicaid paynent rates that, in the aggregate for al
participating nursing facilities, are in accordance with the biennial
appropriations act.

(2)(a) The departnent shall use the nursing facility nedicaid
paynment rate nethodologies described in this chapter to determ ne
initial conmponent rate allocations for each medicaid nursing facility.

(b) The initial conponent rate allocations shall be subject to
adjustnment as provided in this section in order to assure that the
statewi de average paynent rate to nursing facilities is less than or
equal to the statew de average paynent rate specified in the biennial
appropriations act.
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(3) Nothing in this chapter shall be construed as creating a | egal
right or entitlenent to any paynent that (a) has not been adjusted
under this section or (b) would cause the statew de average paynent
rate to exceed the statew de average paynent rate specified in the
bi enni al appropriations act.

(4)(a) The statew de average paynent rate for any state fiscal year
under the nursing facility paynent system weighted by patient days,
shal | not exceed the annual statew de wei ghted average nursing facility
paynment rate identified for that fiscal vyear in the biennial
appropriations act.

(b) If the departnent determ nes that the weighted average nursing
facility paynment rate calculated in accordance wth this chapter is
likely to exceed the weighted average nursing facility paynment rate
identified in the biennial appropriations act, then the departnent
shall adjust all nursing facility paynent rates proportional to the
anmount by which the weighted average rate allocations would otherw se
exceed the budgeted rate anmount. Any such adjustnents shall only be
made prospectively, not retrospectively, and shall be applied
proportionately to each conponent rate allocation for each facility.

(5) The quality maintenance fee conponent rate allocation
calculated under section 8 of this act is not subject to adjustnent
under this section.

NEW SECTION. Sec. 12. A new section is added to chapter 43.131
RCWto read as foll ows:

The nursing facility mnmedicaid trust fund account shall Dbe
term nated on June 30, 2005, as provided in section 13 of this act.

NEW SECTION. Sec. 13. A new section is added to chapter 43.131
RCWto read as foll ows:

The follow ng acts or parts of acts, as now existing or hereafter
anended, are each repeal ed, effective June 30, 2006:

(1) Section 1 of this act;

(2) Section 2 of this act;
(3) Section 3 of this act;
(4) Section 4 of this act;
(5) Section 5 of this act;
(6) Section 6 of this act;
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(7) Section 7 of this act;

(8) Section 8 of this act;

(9) Section 9 of this act;

(10) Section 10 of this act; and
(11) Section 11 of this act.

NEW SECTION. Sec. 14. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 15. (1) Sections 1 through 5 of this act
constitute a new chapter in Title 82 RCW

(2) Sections 6 through 8 of this act are each added to chapter
74. 46 RCWand codified with the subchapter heading of "nursing facility
medi caid trust fund account."

NEW SECTION. Sec. 16. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
i mredi atel y.

~-- END ---
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