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ENGRCSSED HOUSE BI LL 2357

AS AMENDED BY THE SENATE
Passed Legislature - 2009 Regul ar Session
State of WAshi ngton 61lst Legislature 2009 Regul ar Session

By Representative Cody

AN ACT Relating to nodifying nursing facility medicaid paynments by
clarifying legislative intent regardi ng the statew de wei ghted aver age,
freezing case mx indices, and revising the use of the econom c trends
and conditions factor; anmending RCW 74.46.431 and 74.46.485; and
decl ari ng an energency.

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

Sec. 1. RCW74.46.431 and 2008 ¢ 263 s 2 are each anended to read
as follows:

(1) Effective July 1, 1999, nursing facility medicaid paynment rate
al l ocations shall be facility-specific and shall have seven conponents:
Direct care, therapy care, support services, operations, property,
financing allowance, and variable return. The departnent shal
establish and adjust each of these conponents, as provided in this
section and elsewhere in this chapter, for each nedicaid nursing
facility inthis state.

(2) Conmponent rate allocations in therapy care, support services,
variable return, operations, property, and financing allowance for
essential community providers as defined in this chapter shall be based
upon a mninmum facility occupancy of eighty-five percent of I|icensed
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beds, regardless of how nmany beds are set up or in use. For all
facilities other than essential community providers, effective July 1,
2001, conponent rate allocations in direct care, therapy care, support
services, and variable return shall be based upon a mninumfacility
occupancy of eighty-five percent of licensed beds. For all facilities
ot her than essential community providers, effective July 1, 2002, the
conponent rate allocations in operations, property, and financing
al l owmance shall be based upon a mninmumfacility occupancy of ninety
percent of |icensed beds, regardl ess of how nmany beds are set up or in
use. For all facilities, effective July 1, 2006, the conponent rate

allocation in direct care shall be based wupon actual facility
occupancy. The nedian cost |imts wused to set conponent rate
allocations shall be based on the applicable mninmm occupancy
percentage. In determ ning each facility's therapy care conponent rate

al l ocation under RCW 74.46.511, the departnent shall apply the
applicable mnimum facility occupancy adjustnent before creating the
array of facilities' adjusted therapy costs per adjusted resident day.
In determning each facility's support services conponent rate
al l ocation under RCW 74.46.515(3), the departnent shall apply the
applicable mnimum facility occupancy adjustnent before creating the
array of facilities' adjusted support services costs per adjusted
resident day. |In determning each facility's operations conponent rate
all ocation under RCW 74.46.521(3), the departnent shall apply the
m nimum facility occupancy adjustnent before creating the array of
facilities' adjusted general operations costs per adjusted resident
day.

(3) Information and data sources used in determning nedicaid
paynment rate allocations, including formulas, procedures, cost report
periods, resident assessnent instrument formats, resident assessnent
nmet hodol ogi es, and resident classification and case mx weighting
met hodol ogi es, may be substituted or altered from tine to tine as
determ ned by the departnent.

(4)(a) Direct care conponent rate allocations shall be established
usi ng adjusted cost report data covering at |east six nonths. Adjusted
cost report data from 1996 will be used for Cctober 1, 1998, through
June 30, 2001, direct care conponent rate allocations; adjusted cost
report data from 1999 will be used for July 1, 2001, through June 30,
2006, direct care conponent rate allocations. Adjusted cost report
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data from 2003 wll be used for July 1, 2006, through June 30, 2007,
direct care conponent rate allocations. Adjusted cost report data from
2005 will be used for July 1, 2007, through June 30, 2009, direct care
conponent rate allocations. Effective July 1, 2009, the direct care
conponent rate allocation shall be rebased biennially, and thereafter
for each odd-nunbered year beginning July 1st, using the adjusted cost
report data for the calendar year two years imedi ately preceding the
rate rebase period, so that adjusted cost report data for cal endar year
2007 is used for July 1, 2009, through June 30, 2011, and so forth.

(b) Direct care conponent rate allocations based on 1996 cost

report data shall be adjusted annually for economc trends and
conditions by a factor or factors defined 1in the biennial
appropriations act. A different economc trends and conditions

adjustnment factor or factors may be defined in the biennia
appropriations act for facilities whose direct care conponent rate is
set equal to their adjusted June 30, 1998, rate, as provided in RCW
74.46.506(5) (i).

(c) Direct care conponent rate allocations based on 1999 cost

report data shall be adjusted annually for economc trends and
conditions by a factor or factors defined 1in the biennial
appropriations act. A different economc trends and conditions

adjustnment factor or factors may be defined in the biennia
appropriations act for facilities whose direct care conponent rate is
set equal to their adjusted June 30, 1998, rate, as provided in RCW
74.46.506(5) (i).

(d) Direct care conponent rate allocations based on 2003 cost

report data shall be adjusted annually for economc trends and
conditions by a factor or factors defined 1in the biennial
appropriations act. A different economc trends and conditions

adjustnment factor or factors may be defined in the biennia
appropriations act for facilities whose direct care conponent rate is
set equal to their adjusted June 30, 2006, rate, as provided in RCW
74.46.506(5) (i).

(e) Direct care conponent rate allocations established_ in
accordance with this chapter shall be adjusted annually for econonc
trends and conditions by a factor or factors defined in the biennial
appropriations act. The economic_trends and_ conditions_factor _or
factors defined in the biennial appropriations act shall not be
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conpounded with_the economc trends_and conditions factor _or factors
defined in any other biennial appropriations acts before applying it to
the direct care conponent rate_ allocation_established in_accordance
with this chapter. Wen no_econom ¢ trends and _conditions factor or
factors for either fiscal year are defined in a biennial appropriations
act, no econonmic trends and conditions factor or factors defined in any
earlier biennial appropriations act shall be applied solely or
conpounded to the direct care conponent rate allocation established in
accordance with this chapter.

(5) (a) Therapy care conponent rate allocations shall be established
usi ng adjusted cost report data covering at |east six nonths. Adjusted
cost report data from 1996 will be used for Cctober 1, 1998, through
June 30, 2001, therapy care conponent rate allocations; adjusted cost
report data from 1999 will be used for July 1, 2001, through June 30,
2005, therapy care conponent rate allocations. Adjusted cost report
data from 1999 will continue to be used for July 1, 2005, through June
30, 2007, therapy care conponent rate allocations. Adj ust ed cost
report data from 2005 will be used for July 1, 2007, through June 30,
2009, therapy care conponent rate allocations. Effective July 1, 2009,
and thereafter for each odd-nunbered year beginning July 1st, the
therapy care conponent rate allocation shall be cost rebased
bi ennially, using the adjusted cost report data for the cal endar year
two years immediately preceding the rate rebase period, so that
adj usted cost report data for calendar year 2007 is used for July 1,
2009, through June 30, 2011, and so forth.

(b) Therapy care conponent rate allocations established_in
accordance with this chapter shall be adjusted annually for econonc
trends and conditions by a factor or factors defined in the biennial
appropriations act. The economic_trends and_ conditions_factor _or
factors defined in the biennial appropriations act shall not be
conpounded with_the economc trends_and conditions factor _or factors
defined in any other biennial appropriations acts before applying it to
the therapy care conponent rate_allocation established in_accordance
with this chapter. Wen no_econom ¢ trends and _conditions factor or
factors for either fiscal year are defined in a biennial appropriations
act, no econonmic trends and conditions factor or factors defined in any
earlier biennial appropriations act shall be applied solely or
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conpounded to the therapy care conponent rate allocation established in

accordance with this chapter

(6)(a) Support services conponent rate allocations shall be
established using adjusted cost report data covering at |east six
mont hs. Adjusted cost report data from 1996 shall be used for Cctober
1, 1998, through June 30, 2001, support services conponent rate
al l ocations; adjusted cost report data from1999 shall be used for July
1, 2001, through June 30, 2005, support services conponent rate
all ocations. Adjusted cost report data from 1999 will continue to be
used for July 1, 2005, through June 30, 2007, support services
conponent rate allocations. Adjusted cost report data from 2005 w ||
be used for July 1, 2007, through June 30, 2009, support services
conponent rate allocations. Effective July 1, 2009, and thereafter for
each odd-nunbered year beginning July 1st, the support services
conponent rate allocation shall be cost rebased biennially, using the
adj usted cost report data for the cal endar year two years imredi ately
preceding the rate rebase period, so that adjusted cost report data for
cal endar year 2007 is used for July 1, 2009, through June 30, 2011, and
so forth

(b) Support services conponent rate allocations established in
accordance with this chapter shall be adjusted annually for econonc
trends and conditions by a factor or factors defined in the biennial
appropriations act. The economic_trends and_ conditions_factor _or
factors defined in the biennial appropriations act shall not be
conpounded with_the economc trends_and conditions factor _or factors
defined in any other biennial appropriations acts before applying it to
the support services conponent rate allocation established in
accordance with this chapter. Wen no econom c trends and conditions
factor or factors for_either fiscal year are_defined in_a_biennial
appropriations act, no econom c trends and conditions factor or factors
defined in_any earlier_ biennial appropriations act shall be applied
solely or conpounded to the support services conponent rate allocation
established in accordance with this chapter.

(7)(a) Operations conponent rate allocations shall be established
usi ng adjusted cost report data covering at |east six nonths. Adjusted
cost report data from 1996 shall be used for Cctober 1, 1998, through
June 30, 2001, operations conponent rate allocations; adjusted cost
report data from 1999 shall be used for July 1, 2001, through June 30,
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2006, operations conponent rate allocations. Adjusted cost report data
from 2003 will be wused for July 1, 2006, through June 30, 2007,
operations conponent rate allocations. Adjusted cost report data from
2005 will be used for July 1, 2007, through June 30, 2009, operations
conponent rate allocations. Effective July 1, 2009, and thereafter for
each odd-nunbered year beginning July 1st, the operations conponent
rate allocation shall be cost rebased biennially, using the adjusted
cost report data for the cal endar year two years i medi ately preceding
the rate rebase period, so that adjusted cost report data for cal endar
year 2007 is wused for July 1, 2009, through June 30, 2011, and so
forth.

(b) Operations conponent rate allocations established in accordance
with this chapter shall be adjusted annually for econom c trends and
conditions by a factor or factors defined 1in the biennial
appropriations act. The economic_trends and_ conditions_factor _or
factors defined in the biennial appropriations act shall not be
conpounded with_the economc trends_and conditions factor _or factors
defined in any other biennial appropriations acts before applying it to
the operations conponent rate allocation established in accordance with
this chapter. When no economc trends and conditions factor or factors
for either fiscal year are defined in a biennial appropriations act, no
econom ¢ trends and conditions factor or factors defined in any earlier
bi enni al appropriations_act shall be_applied solely or_ conpounded to
the operations conponent rate allocation established in accordance with
this chapter. A different econom c trends and conditions adjustnment
factor or factors may be defined in the biennial appropriations act for
facilities whose operations conponent rate is set equal to their
adj usted June 30, 2006, rate, as provided in RCW74. 46.521(4).

(8) For July 1, 1998, through Septenber 30, 1998, a facility's
property and return on investnment conponent rates shall be the
facility's June 30, 1998, property and return on investnent conponent
rates, w thout increase. For COctober 1, 1998, through June 30, 1999,
a facility's property and return on investnent conponent rates shall be
rebased utilizing 1997 adjusted cost report data covering at |east six
nont hs of dat a.

(9) Total paynment rates under the nursing facility nmedicaid paynent
system shall not exceed facility rates charged to the general public
for conparabl e services.

EHB 2357. SL p. 6
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(10) Medicaid contractors shall pay to all facility staff a m ni num
wage of the greater of the state m ni num wage or the federal m ninmm
wage.

(11) The departnent shall establish in rule procedures, principles,
and conditions for determning conponent rate allocations for
facilities in circunstances not directly addressed by this chapter,
including but not limted to: The need to prorate inflation for
partial -period cost report data, newy constructed facilities, existing
facilities entering the nmedicaid programfor the first tinme or after a
period of absence from the program existing facilities with expanded
new bed capacity, existing nedicaid facilities follow ng a change of
ownership of the nursing facility business, facilities banking beds or
converting beds back into service, facilities tenporarily reducing the
nunber of set-up beds during a renodel, facilities having | ess than six
mont hs of either resident assessnent, cost report data, or both, under
the current contractor prior to rate setting, and other circunstances.

(12) The departnent shall establish in rule procedures, principles,
and conditions, including necessary threshold costs, for adjusting
rates to reflect capital inprovenents or new requirenents inmposed by
the departnent or the federal governnent. Any such rate adjustnents
are subject to the provisions of RCW 74. 46. 421.

(13) Effective July 1, 2001, nedicaid rates shall continue to be
revised downward in all conponents, in accordance wth departnent
rules, for facilities converting banked beds to active service under
chapter 70.38 RCW by wusing the facility's increased |icensed bed
capacity to recal cul ate m nimum occupancy for rate setting. However,
for facilities other than essential conmunity providers which bank beds
under chapter 70.38 RCW after May 25, 2001, nedicaid rates shall be
revised upward, in accordance wth departnent rules, in direct care,
t herapy care, support services, and variable return conponents only, by
using the facility's decreased |icensed bed capacity to recalculate
m ni mum occupancy for rate setting, but no upward revision shall be
made to operations, property, or financing allowance conponent rates.
The direct care conponent rate allocation shall be adjusted, wthout
using the mnimum occupancy assunption, for facilities that convert
banked beds to active service, under chapter 70.38 RCW beginning on
July 1, 2006. Effective July 1, 2007, conmponent rate allocations for

p. 7 EHB 2357. SL
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direct care shall be based on actual patient days regardl ess of whether
a facility has converted banked beds to active service.

(14) Facilities obtaining a certificate of need or a certificate of
need exenption under chapter 70.38 RCW after June 30, 2001, nust have
a certificate of capital authorization in order for (a) the
depreciation resulting fromthe capitalized addition to be included in
cal cul ation of the facility's property conponent rate allocation; and
(b) the net invested funds associated with the capitalized addition to
be included in calculation of the facility's financing all owance rate
al I ocati on.

Sec. 2. RCW74.46.485 and 1998 ¢ 322 s 22 are each anended to read
as follows:

(1) The departnent shall :

(a)  Enploy the resource utilization group |11 case mx
classification nmethodol ogy. The departnent shall use the forty-four
group index maximzing nodel for the resource utilization group |11
grouper version 5.10, but the departnent may revise or update the
classification nethodology to reflect advances or refinenents in
resi dent assessnent or classification, subject to federal requirenents;
and

(b) Inplenent mninmum data set 3.0 under the authority of this
section and RCW 74.46.431(3). The departnent nmust notify nursing honme
contractors twenty-eight days in advance the date of inplenentation of
the m ninum data set 3.0. In the notification, the departnent nust
identify for all quarterly rate settings follow ng the date of m ni hrum
data set 3.0 inplenentation a previously established quarterly case m x
adj ustnment established for the quarterly rate settings that wll be
used for quarterly case mx_calculations in direct care until m nimum
data_set 3.0 is fully inplenented. After the departnent has fully
inplenented mninumdata set 3.0, it nust adjust any quarter in which
it used the previously established quarterly case m x adj ustnment using
the new m nimumdata set 3.0 data.

(2) A default case mx group shall be established for cases in
which the resident dies or is discharged for any purpose prior to
conpletion of the resident's initial assessnent. The default case m x
group and case m x weight for these cases shall be designated by the
depart nent.

EHB 2357. SL p. 8
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(3) A default case mx group may al so be established for cases in
which there is an untinmely assessnment for the resident. The default
case m x group and case m x weight for these cases shall be designated
by the departnent.

NEW SECTION. Sec. 3. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi atel y.

Passed by the House April 26, 20009.

Passed by the Senate April 26, 2009.

Approved by the Governor My 19, 20009.

Filed in Ofice of Secretary of State May 20, 2009.
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