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ENGROSSED SUBSTI TUTE SENATE BI LL 6872

Passed Legislature - 2010 1st Speci al Session

State of WAshi ngton 61lst Legislature 2010 Regul ar Session

By Senate Ways & Means (originally sponsored by Senator Keiser)
READ FI RST TI ME 03/ 09/ 10.

AN ACT Relating to nmedicaid nursing facility paynents; anendi ng RCW
74.46. 010, 74.46.020, 74.46.431, 74.46.433, 74.46.435, 74.46.437,
74.46. 439, 74.46.475, 74.46.485, 74.46.496, 74.46.501, 74.46.506,
74.46.508, 74.46.511, 74.46.515, 74.46.521, 74.46.835, and 74.46. 800;
adding new sections to chapter 74.46 RCW repealing RCW 74.46. 030,
74.46. 040, 74.46.050, 74.46.060, 74.46.080, 74.46.090, 74.46.100,
74.46. 155, 74.46.165, 74.46.190, 74.46.200, 74.46.220, 74.46.230,
74.46. 240, 74.46.250, 74.46.270, 74.46.280, 74.46.290, 74.46. 300,
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74.46.310, 74.46.320, 74.46.330, 74.46.340, 74.46.350, 74.46. 360,
74.46.370, 74.46.380, 74.46.390, 74.46.410, 74.46.445, 74.46.533,
74.46.600, 74.46.610, 74.46.620, 74.46.625, 74.46.630, 74.46.640,
74.46. 650, 74.46.660, 74.46.680, 74.46.690, 74.46.700, 74.46.711

74.46.770, 74.46.780, 74.46.790, 74.46.820, 74.46.900, 74.46.901,
74.46.902, 74.46.905, 74.46.906, and 74.46.433; providing effective
dates; and decl ari ng an energency.

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

Sec.
as foll ows:

1

RCW 74. 46. 010 and 1998 ¢ 322 s 1 are each anended to read

ESSB 6872. SL
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(1) This chapter may be known and cited as the "nursing facility
medi cai d paynent system ™

(2) The purposes of this chapter are to set forth principles to
guide the nursing facility nedicaid_ paynent_ system and specify the
manner by which legislative appropriations for nmedicaid nursing
facility services are to be allocated as paynent rates anong nursing
facilities((-—and —to —set —forth — avditing — bi-HHng— — and —ether
atmn-stratbve —standards —assoctated —wHh — payrents — o —purstng —hore
facilities)).

(3) The leqgislature finds that the nedicaid nursing facility rates
calculated under this chapter provide sufficient reinbursenent to
efficient and economcally operating facilities and bear a reasonable
relationship to costs.

Sec. 2. RCW 74.46.020 and 2010 ¢ 94 s 29 are each anended to read
as follows:

Unl ess the context clearly requires otherwise, the definitions in
this section apply throughout this chapter.

(1) ({“Acerval—method—ol—accounting- —rmeans—anethod—ol—accounting
H%W%Q%HWHH%_%%H%ﬁ%ﬁﬂ%ﬂ%%epH+%iW%ﬂ%#w_%%4HMﬂ%

£2))) "Appraisal" neans the process of estimating the fair market
val ue or reconstructing the historical cost of an asset acquired in a
past period as perforned by a professionally designated real estate
apprai ser with no pecuniary interest in the property to be appraised.
It includes a systematic, analytic determ nation and the recording and
anal yzi ng of property facts, rights, investnents, and val ues based on
a personal inspection and inventory of the property.

((3»)) (2) "Armis-length transaction” neans a transaction
resul ting fromgood-faith bargaining between a buyer and seller who are
not related organizations and have adverse positions in the market
pl ace. Sales or exchanges of nursing hone facilities anong two or nore
parties in which all parties subsequently continue to own one or nore
of the facilities involved in the transactions shall not be considered
as arnls-length transactions for purposes of this chapter. Sale of a
nursing home facility which is subsequently | eased back to the seller

ESSB 6872. SL p. 2
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within five years of the date of sale shall not be considered as an
arm s-length transaction for purposes of this chapter.

((4)Y)) (38) "Assets" neans econom c resources of the contractor
recognized and neasured in conformty wth generally accepted
accounting principles.

((65))) (4) "Audit" or "departnment audit" nmeans an exam nation of
the records of a nursing facility participating in the nedicaid paynent
system including but not limted to: The contractor's financial and
statistical records, cost reports and all supporting docunentation and
schedul es, receivables, and resident trust funds, to be perfornmed as
deened necessary by the departnent and according to departnent rule.

(({6)—-Bad—debts" mean OURA onsidered to bhe uncollectibl e

e hich_inelud I ' ,
i he_di o : I hip | ;

b —Any—person—who——di+rectly—or—Hndirectly——ereates—or—uses—a
tHust——prexy——power—of —atterney——poolng—arrangerent—or—any—et-her
contract- —arrangenrent— —or —deviee —wth —the —purpese —or —effeet—of
' . hi Lt I Lf of | i eial hi : hi
: : I : : hl il hi
of—a—plan—oer—schenre —to—evade —the —reporting—requirenents—of—thts
chapter-
er—Any—person—who-—subfect—to—{by—ol—thts—subseection——has—the

a a - haoane M aVa' N N a a O\AN-O N N N a a A N N

HH)—Pursuant-—to—the —power—to —revoke —a—trust——di-seretionary
accout—or—Sstm-ar—arrangenent—or

) — Pursuant — to — the — avtomatie — termnation — of — a — trust+-
' . ’ i ;
extcept—ihat—any—person—who—acqutres—an—ownership—interest—or—power

p. 3 ESSB 6872. SL
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ol —ownershtp—iaterest—under—a—witHten—pledge—agreenent—shalH—not—be
deeppd—to—he—thebeneftetal—owner—of—such—pledged—ownershtp—+nterest
- — e —pledgee —has —taken—alH —formal —steps —necessary —which—are

" I Led ey i g I L
wH-h—the—purpose—nor—wth—the—effect—of —changtrg—or—inHueneing—the
contol—of —the —contractor ——nor—in—connecti-on—with—any —Hransact-on

Ay —Fhe —power—to—vote—or—to—direet—the—vote—of —the—pledged

hip | ;

B T i G I ’ L Y | edaed

hip | , I I I : I E
a—pledge—agreenrent—uhder—whi-ch—eredit—ts—extended—anrd—hr—wh-ch—the
p'l—e'd'g'e'e—ks—a—w 0

£8y)) (5) "Capitalization" neans the recording of an expenditure as
an asset.

((69)Y)) (B) "Case m x" neans a neasure of the intensity of care and
services needed by the residents of a nursing facility or a group of
residents inthe facility.

((28y)) (7) "Case mx index" neans a nunber representing the
average case mx of a nursing facility.

(((xH)) (8) "Case mx weight" nmeans a nuneric score that
identifies the relative resources used by a particular group of a
nursing facility's residents.

((+)) (9) "Certificate of capital authorization”™ neans a
certification fromthe departnment for an allocation fromthe biennial
capital financing authorization for all new or replacenent building

ESSB 6872. SL p. 4
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construction, or for major renovation projects, receiving a certificate
of need or a certificate of need exenption under chapter 70.38 RCW
after July 1, 2001.

((+3y)) (10) "Contractor"™ nmeans a person or entity |licensed under
chapter 18.51 RCWto operate a nedicare and nedicaid certified nursing
facility, responsible for operational decisions, and contracting with
the departnent to provide services to nedicaid recipients residing in
the facility.

((24)y)) (11) "Default case" neans no initial assessnent has been
conpleted for a resident and transmtted to the departnent by the
cut-of f date, or an assessnent is otherw se past due for the resident,
under state and federal requirenents.

((+£51)) (12) "Departnent"” neans the departnent of social and
health services (DSHS) and its enpl oyees.

((£26))) (13) "Depreciation" nmeans the systematic distribution of
the cost or other basis of tangible assets, |ess salvage, over the
estimated useful life of the assets.

((+H)) (14) "Direct care" means nursing care and related care
provided to nursing facility residents. Therapy care shall not be
consi dered part of direct care.

((+8))) (15) "Direct care supplies" nmeans nedi cal, pharnmaceutical,
and ot her supplies required for the direct care of a nursing facility's
resi dents.

((299)) (16) "Entity" means an individual, part nership,
corporation, limted liability conpany, or any other association of
i ndi vi dual s capabl e of entering enforceable contracts.

((£26))) (17) "Equity" neans the net book value of all tangible and
intangi ble assets less the recorded value of all liabilities, as
recognized and neasured in conformty wth generally accepted
accounting principles.

((2H)) (18) "Essential community provider" nmeans a facility which
is the only nursing facility within a commuting di stance radi us of at
| east forty mnutes duration, traveling by autonobile.

((22)) (19) "Facility" or "nursing facility"” means a nursing honme
licensed in accordance with chapter 18.51 RCW excepting nursing hones
certified as institutions for nental diseases, or that portion of a
multiservice facility licensed as a nursing honme, or that portion of a

p. 5 ESSB 6872. SL
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hospital licensed in accordance with chapter 70.41 RCWwhi ch operates
as a nursing hone.

((623y)) (20) "Fair market value" neans the replacenent cost of an
asset | ess observed physical depreciation on the date for which the
mar ket val ue i s bei ng determ ned.

((24)y)) (21) "Financial statenents" neans statenments prepared and
presented in conformty with generally accepted accounting principles
i ncluding, but not limted to, bal ance sheet, statenent of operations,
statenent of changes in financial position, and rel ated notes.

((625y)) (22) "Generally accepted accounting principles" neans
accounting principles approved by the financial accounting standards
board (FASB) or its successor

£27)) (23) "G ouper" neans a conputer software product that groups
i ndi vidual nursing facility residents into case mx classification
groups based on specific resident assessnent data and conputer |ogic.

((628y)) (24) "Hi gh labor-cost county" neans an urban county in
whi ch the nmedi an all owable facility cost per case mx unit is nore than
ten percent higher than the nedi an all owable facility cost per case m X
unit anong all other urban counties, excluding that county.

((629Y)) (25) "Historical cost" neans the actual cost incurred in
acquiring and preparing an asset for wuse, including feasibility
studies, architect's fees, and engi neering studi es.

((36))) (26) "Honme and central office costs" neans costs that are
incurred in the support and operation of a hone and central office.
Hone and central office costs include centralized services that are
performed in support of a nursing facility. The departnent nmay excl ude
from this definition costs that are nonduplicative, docunented,
ordinary, necessary, and related to the provision of care services to
aut hori zed patients.

((£321)— : o : | whichoi Larl Lenished
in exactly the anpunt expended fromit.

(32 — “Jeint — Fact by —ecosts™ — peans — any — costs —whi-ch — represent

hich | ‘ I  aei ity el I
e-t—hef—eﬂi—l—t—y—' 0

ESSB 6872. SL p. 6
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£33))) (27)  "lLarge_ nonessential _ community _providers" _ neans
nonessential conmunity providers with nore_than sixty |icensed_beds,
regardl ess of how many beds are set up or in use.

(28) "Lease agreenent” neans a contract between two parties for the
possession and use of real or personal property or assets for a
speci fied period of tinme in exchange for specified periodic paynents.
Eli mnation (due to any cause other than death or divorce) or addition
of any party to the contract, expiration, or nodification of any | ease
term in effect on January 1, 1980, or termnation of the |ease by
either party by any neans shall constitute a term nation of the |ease
agreenent. An extension or renewal of a |ease agreenent, whether or
not pursuant to a renewal provision in the |ease agreenent, shall be
considered a new |ease agreenent. A strictly formal change in the
| ease agreenent which nodifies the nethod, frequency, or nmanner in
which the |ease paynents are nade, but does not increase the tota
| ease paynent obligation of the I|essee, shall not be considered
nodi fication of a lease term

((34)Y)) (29) "Medical care programt or "nedicaid progrant nmeans
medi cal assistance, including nursing care, provided under RCW
74.09. 500 or authorized state nedical care services.

((35)1)) (30) "Medical care recipient,” "nedicaid recipient,"” or
"reci pient” neans an individual determ ned eligible by the departnent
for the services provided under chapter 74.09 RCW

((36y)) (31) "M ninmum data set"” neans the overall data conponent
of the resident assessnent instrunent, indicating the strengths, needs,
and preferences of an individual nursing facility resident.

((63H)) (32) "Net book value" neans the historical cost of an
asset | ess accunul at ed depreci ati on.

((38))) (33) "Net invested funds" neans the net book value of
tangi ble fixed assets enployed by a contractor to provide services
under the nedical care program including land, buildings, and
equi pnent as recognized and neasured in conformty wth generally
accepted accounting principl es.

((39Y)) (34) "Nonurban county" nmeans a county which is not |ocated
in a netropolitan statistical area as determ ned and defined by the
United States office of managenent and budget or other appropriate
agency or office of the federal governnent.

p. 7 ESSB 6872. SL
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(((46)y—OCperati-ng—tease—neans—atease—under—whi-ch—+ental—or—tease
el uded : I o ]
I . neinles.

45)) (35) "Omer" nmeans a sole proprietor, general or limted
partners, nmenbers of a limted liability conpany, and beneficial
i nterest holders of five percent or nore of a corporation's outstanding
st ock.

£43))) (36) "Patient day" or "resident day" neans a cal endar day of
care provided to a nursing facility resident, regardless of paynent
source, which wll include the day of adm ssion and exclude the day of
di scharge; except that, when adm ssion and di scharge occur on the sane
day, one day of care shall be deenmed to exist. A "nedicaid day" or
"reci pient day" neans a calendar day of care provided to a nedicaid
reci pient determned eligible by the departnment for services provided
under chapter 74.09 RCW subject to the sane conditions regarding
adm ssion and di scharge applicable to a patient day or resident day of
care.

({ H4—Protessionatby—destgnated-—real—estate—appratser—neans—an
Hirgv-dual—who—s—regulbarby—engaged —+n—the—business—ol—provi-ding—real
esPa%e—va#Ha%+en—se#¥+ees—#e%—a—#eer—and—Mhe—+s—deeﬂed—qaa#+#+ed—by—&

Phe—b&sks—e#—e*%eﬂs+¥e—ﬁ#aeP+e&F—apppaksak—e*pe%+eﬂee——+ﬂe#adkng—%he
wt+ng—of—real—estate—valuat+on—reports—as—weH-—as—the—passing—eof-
WFFPP&H—G%&H?H&PFGHS—4%%—V&#H&PF&H—p*é&%44ﬁ}—aﬂd—44ﬁﬁﬁﬁh"—&%d—vhe_4$¢

adhere — to — certatbn — standards — of — professional — practice — as — sueh
organi zation prescribes.

£45))) (37) "Qualified therapist" neans:

(a) Anental health professional as defined by chapter 71. 05 RCW

(b) An intellectual disabilities professional who is a therapist
approved by the departnent who has had specialized training or one
year's experience in treating or working with persons with intell ectual
or devel opnental disabilities;

(c) A speech pathologist who is eligible for a certificate of

ESSB 6872. SL p. 8
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clinical conpetence in speech pathology or who has the equivalent
education and clinical experience;

(d) A physical therapist as defined by chapter 18. 74 RCW

(e) An occupational therapist who is a graduate of a programin
occupational therapy, or who has the equivalent of such education or
training; and

(f) Arespiratory care practitioner certified under chapter 18.89
RCW

((€46))) (38) "Rate" or "rate allocation" neans the nedicaid per-
patient-day paynent anmount for nedicaid patients calculated in
accordance with the allocation nethodol ogy set forth in part E of this
chapter.

(( W ;
reans—the—bui-ding—alowable—land—land —irprovenrents——and—bu--di-ng
Hproverents—assoectated—wth—a—nurstrgfaetHHty—

£48))) (39) "Rebased rate" or "cost-rebased rate" neans a facility-
specific conmponent rate assigned to a nursing facility for a particular
rate period established on desk-reviewed, adjusted costs reported for
that facility covering at |east six nonths of a prior calendar year
designated as a year to be used for cost-rebasing paynent rate
al I ocations under the provisions of this chapter.

((49Y)) (40) "Records" neans those data supporting all financia
statenments and cost reports including, but not limted to, all general
and subsidiary |edgers, books of original entry, and transaction
docunent ati on, however such data are maintai ned.

((

any other-entity.

- L extsts—where—an—entHy—has—the—power—dtrectby—or
Hadireetby— —signieantlty —to —inHuenece —or —direet- —the —aett+ons —eor
pottetes—of—an—organtzatienr—oer—instHtutien—whether—er—pot—i+—+s
| ] : N Ly L ol . .

{51}y "Related care" neans only those services that are directly

I I i ' . il L d _ I

p. 9 ESSB 6872. SL
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. —inelude—but —are—not — i —to— nadi on—_and
i si-on——redical—di on——medical— s —pf B . |
vities. I ol . _

£52))) (41) "Resident assessnent instrunent,"” including federally
approved nodifications for wuse in this state, neans a federally
mandat ed, conprehensive nursing facility resident care planning and
assessnment tool, consisting of the mninmm data set and resident
assessnent protocol s.

((653)y)) (42) "Resident assessnent protocol s* nmeans those
conponents of the resident assessnent instrunment that use the m ni nmum
data set to trigger or flag a resident's potential problens and risk
ar eas.

((654)Y)) (43) "Resource utilization groups"™ neans a case mxX
classification systemthat identifies relative resources needed to care
for an individual nursing facility resident.

T .
£56))) (44) "Secretary" neans the secretary of the departnent of
soci al and health servi ces.

((654H)) (45) "Small _nonessential community providers" neans

nonessential community providers with sixty or fewer |icensed_ beds,
regardl ess of how many beds are set up or in use.

(46) "Support services" neans food, food preparation, dietary,
housekeeping, and laundry services provided to nursing facility
resi dents.

((658y)) (47) "Therapy care" neans those services required by a
nursing facility resident's conprehensive assessnent and plan of care,
that are provided by qualified therapists, or support personnel under
their supervision, including related costs as designated by the
depart nent.

((659Y)) (48) "Title XIX" or "nedicaid" neans the 1965 anendnents
to the social security act, P.L. 89-07, as anended and the nedicaid
program adm ni stered by the departnent.

((666))) (49) "Urban county" neans a county which is located in a
metropolitan statistical area as determ ned and defined by the United
States office of managenent and budget or other appropriate agency or
of fice of the federal governnent.

ESSB 6872. SL p. 10
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({ :6H-—"Mital—local —provi-der—means—a—tact-Hty—that —neets—the
ol L owi Lt . :

by —Fhe —sum—of —npedicat-d — days —for —alH- —Vashington —factHtties
: I I 3 heir | 3 I :
I e od £if I L ; I
o . I " it al | der™ by the
departvent—as—of—Apri-H—1—-—2007-
I of it f ngital | I der chall re. Ly
Force—or—effect—alter—June—30,—2007—AHter—that—date—notactty-s
I hi I hall i I ¢ v :
I . . - tal I Lder))

Sec. 3. RCW74.46.431 and 2009 ¢ 570 s 1 are each anended to read
as follows:

(1) ((EHeetiveduby—31—3999,)) Nursing facility nmedicaid paynment
rate allocations shall be facility-specific and shall have seven
conponents: Direct care, therapy care, support services, operations,
property, financing allowance, and variable return. The depart nent
shall establish and adjust each of these conponents, as provided in
this section and el sewhere in this chapter, for each nedicaid nursing
facility inthis state.

(2) Conponent rate allocations in therapy care((;)) and support
servi ces( ( - —vartable —return- —operations— —property— —anrd — Haaneing
atowance —for —essential — comu-by — providers —as —deltned — - — thts
chapter)) for all facilities shall be based upon a mnimum facility
occupancy of eighty-five percent of |icensed beds, regardl ess of how
many beds are set up or in use. ( ( For—alH—tactties—other—than
essential conmunity providers, effective July 1, 2001, conponent rate
atocatons —br—direct —care— — therapy — care— —support —services- —and
vartable—return—shalH—be—bhased—upon—a—mnbnwm-FackH--y—seceupancy—ob

be —based —upon—a—mAm—factHHty —oeceupancy —eof- —ni-netyr —percent—eof-
H-eensed—beds—regardless—oef—how—rmany—beds—are—set—up—or—in—use-))
Conponent rate allocations in_ operations, property, and financing

p. 11 ESSB 6872. SL
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allowance for _ essential conmmunity providers shall be based upon_a
m nimum facility occupancy of eighty-five percent of I|icensed beds,
regardl ess of how nmany beds_are_set up_or_in_use. Conponent _rate
allocations in operations, property, and financing all owance for snall
nonessential comunity providers shall be based upon a mninmnumfacility
occupancy of ninety percent of |icensed beds, regardless_of how many
beds are set up or in use. Conponent rate allocations in operations,
property, and_financing_ allowance_ for _ large_nonessential comunity
providers shall be based upon a mninmnumfacility occupancy of ninety-
two percent of licensed beds, regardless of how many beds are set up or

in use. For all facilities, ((effeetiveJuly—31,—2006,)) the conponent

rate allocation in direct care shall be based upon actual facility

occupancy. The nedian cost |imts wused to set conponent rate
allocations shall be based on the applicable mninmm occupancy
percentage. In determning each facility's therapy care conponent rate

all ocation wunder 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
all 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
al l 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
met hodol ogi es, and resident classification and case mx weighting
met hodol ogi es, may be substituted or altered from tinme to tinme as
determ ned by the departnent.

(4)(a) Direct care conponent rate allocations shall be established
using adjusted cost report data covering at least six nonths.

((Ad
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conpenent—ratealloecations—)) Effective July 1, 2009, the direct care
conponent rate allocation shall be rebased ((btennatly—andthereafter
for—each—odd-—nurbered—year—begiantng—Jduby—ist) ), 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 used for July 1, 2009, through June 30, ((264%)) 2012.
Begi nning July 1, 2012, the direct care conponent rate all ocation shal

be rebased biennially during every even-nunbered year thereafter using
adj usted cost report data fromtwo years prior to the rebase period, so
adj usted cost report data for calendar year 2010 is used for July 1,
2012, through June 30, 2014, and so forth.

(h) ((BrHect—care—conponent—rate—atocattons—hased—oen—1996—cost
report —data — shabkh —be —adiusted —annuabby —for — econome — trends —and
condit+ons — by — a — ftactor — o — factors — delned — i — the — bireantal
approprtatons —act—A— dirHerent — econom-¢ — trends — and — condi-t-ons
athustrent — fFactor — or — factors — ray — be — defined — 1 — the — bireantal
appropriattons—act—torfact-H-tes—whose—direct—care—conponent—rate—+s
set—egual +to—thetr—adiusted June—30—1898 - —rate—as—provided +n—RCW

ey —Prrect—care—conponent —rate —alHocatons—based—on—1999 —cost
report —data — shabkh —be —adiusted —annualbby —for — econome — trends —and
condit+ons — by — a — ftactor — o — factors — delned — i — the — bireantal
approprtatons —act——A— di-Herent — econom-¢ — trends — and — condi-t-ons
athustrent — factor — or — factors — may — be — defined — 1 — the — bireantal
appropriattons—act—torfact-H-tes—whose—direct—care—conponent—rate—+s
set—egual +to—thetr—adiusted June—30—1898 - —rate—as—provided +n—RCW

tdy—DPrrect—care—conponent —rate —alHocatons—based—on— 2003 —cost
report —data — shakh —be —adiusted —annualbby —for — econome — trends —and
condit+ons — by — a — ftactor — o — factors — delned — i — the — bireantal
approprtatons —act——A— di-Herent — econom-¢ — trends — and — condi-t-ons
athustrent — fFactor — or — Factors — may — be — defined — 1 — the — bireantal
appropriattons—act—torfact-H-tes—whose—direct—care—conponent—rate—+s

p. 13 ESSB 6872. SL
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set—egual +to—thetr—adiusted —June— 302006 —rate—as—provided +n—RCW

{ey)) Direct care conponent rate allocations established in
accordance with this chapter shall be adjusted annually for economc
trends and conditions by a factor or factors defined in the biennial
appropriations act. The economc 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 direct care 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 economc trends and conditions factor or factors defined in any
earlier Dbiennial appropriations act shall be applied solely or
conpounded to the direct care conponent rate allocation established in
accordance wth this chapter

(5) (a) Therapy care conponent rate allocations shall be established
using adjusted cost report data covering at least six nonths.

((Ad

Hhirough — June — 30 — 2001 - — Hherapy —care —copponent —rate — &FFGG&PFGHS—
adjusted—ecost—report—data—f+om-1999—wH-—be—used—for—3Juby—1-—200%-
through —June — 30— 2005 —therapy —care —conpenent —rate —alocations—

’ I I : " . I W |
— 2005, — Ph#eagh Jure — 36— — 2007 — therapy — care — conponent — rate

- — 2007 — through — June — 30 — 2009 — therapy — care — conponent —rate
atoecations—) ) Effective July 1, 2009, ((and—thereatter—for—each
edd-nurbered—year—beginningJduly—3ist)) the therapy care conponent rate
all ocation shall be cost rebased ((btenantalby—usthrgtheadjusted—ecost

report—data—tor—the—calendar —vyeartwo—years—mediatelby—preceding—the
rate—rebase—pertod)), so that adjusted cost report data for cal endar

year 2007 is used for July 1, 2009, through June 30, ((264%)) 2012.
Beginning July 1, 2012, the therapy care_ conponent rate_ allocation
shall be rebased biennially during every even-nunbered year thereafter
using adjusted cost report data from two years prior_to the rebase
period, so adjusted cost report data for cal endar year 2010 is used for
July 1, 2012, through June 30, 2014, and so forth.

ESSB 6872. SL p. 14



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWwWMNDNDNMDNDNMNMNDNDMDDNMNMNDNMDNMNMNMNMDNEPRPPRPEPRPRPRPPRPERPRERPPRPRE
0O ~NO O A W NPEFP O OOWwNOD O P WNEPEOOOOOWwWNOO O~ owDdNDEe. o

(b) Therapy care conponent rate allocations established in
accordance with this chapter shall be adjusted annually for economc
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 c trends and conditions factor or
factors for either fiscal year are defined in a biennial appropriations
act, no economc trends and conditions factor or factors defined in any
earlier Dbiennial appropriations act shall be applied solely or
conpounded to the therapy care conponent rate allocation established in
accordance wth this chapter

(6)(a) Support services conponent rate allocations shall be
established using adjusted cost report data covering at |east siXx
nont hs. ((#&HA&sPed- cost report data from 1996 shall be used for

wsed —For —Juby — 13- — 2065 — through — June — 30 — 2007 — support —services
corponent—rate—altocatons—Adjusted—cost—report—dataftrom2005—wH-
be—wused—for—Juby—1-—2007—through—June — 302009 —support—services
conponrent—ratealtocations—)) Effective July 1, 2009, ((and—thereafter
for—each—odd-—nurbered—year—begianringJuby—3st-)) the support services
conponent rate allocation shall be cost rebased ((btenantalby—ustngthe
athusted—cost—report—datatorthecalendar—year—bwo—years—imrediately
precedingtheraterebasepertod)), so that adjusted cost report data
for calendar year 2007 is used for July 1, 2009, through June 30,
((26331)) 2012. Beginhning July 1, 2012, the support services conponent
rate allocation shall be rebased biennially during every even-nunbered
year thereafter using adjusted cost report data fromtwo years prior to
the rebase period, so adjusted cost report data for cal endar year 2010
is used for July 1, 2012, through June 30, 2014, and so forth.

(b) Support services conponent rate allocations established in
accordance with this chapter shall be adjusted annually for economc
trends and conditions by a factor or factors defined in the biennial

p. 15 ESSB 6872. SL
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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 econon c trends and conditions
factor or factors for either fiscal year are defined in a biennial
appropriations act, no economc trends and conditions factor or factors
defined in any earlier biennial appropriations act shall be applied
sol ely or conpounded to the support services conponent rate allocation
established in accordance with this chapter.

(7)(a) Operations conponent rate allocations shall be established
using adjusted cost report data covering at least six nonths.
({ Adyusted—cost—report—data—trom-1996—shal—be—used—ftor—Cetober—34—
1998 —through—June—30-—2001-—operati-ons—conponent—rate—allocations:-

eperations—conponent—+atealtoecations—)) Effective July 1, 2009, ((and
thereafter —for —each —odd-nunbered —year —beginni-ng—July —1sty)) the
operations conponent rate allocation shall be cost r ebased
((bi el . I ’ I I : I I |

bwo —years—rediatelby —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, ((26%1)) 2012. Beginning July 1, 2012, the
operations care conponent rate allocation shall be rebased biennially
during every even-nunbered year thereafter using adjusted cost report
data fromtwo years prior to the rebase period, so adjusted cost report
data for calendar year 2010 is used for July 1, 2012, through June 30,
2014, 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 economc 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

ESSB 6872. SL p. 16
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defined in any other biennial appropriations acts before applying it to
t he operations conponent rate allocation established in accordance with
this chapter. When no econom c 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
t he operations conponent rate allocation established in accordance with

this chapter. ((A different economc trends and conditions adjustment

FactH+tes —whose —operattons —conponepnt —rate —s—set—egual —to—ther+

adiusted—June30,—2006—Fate—as—provi-ded+nROW/4-46-521(4)—
8)r—For—3duly—31-—1998—through—Septenber—30-—1998;—a—factHity—s

p#epe#%y- and — return — on — Hvestrent — conponent —rates —shalk —be —the

£9y)) (8) Total paynent rates under the nursing facility nmedicaid
paynent system shall not exceed facility rates charged to the genera
public for conparabl e services.

({ 16 —Medicat-d —econtractors—shallh-—pay—to—alH—faer bty —stalH—a
MRHn-wage—of—tHhe—greater—ol—the—state—mnimm-wage—or—the—Federal
PR W g e—

485)) (9) The departnent shall establish in rule procedures,
principles, and conditions for determ ning conponent rate allocations
for facilities in circunstances not directly addressed by this chapter,
including but not limted to: ((Fhre—need—to—prorate)) Inflation
adjustnents for partial-period cost report data, newy constructed
facilities, existing facilities entering the nmedicaid programfor the

first time or after a period of absence from the program existing
facilities wth expanded new bed capacity, existing nedicaid facilities
followng 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 less than six nonths of either resident
assessnent, cost report data, or both, under the current contractor
prior torate setting, and other circunstances.

p. 17 ESSB 6872. SL
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((+2)) (10) The departnent shall establish in rule procedures,
principles, and conditions, including necessary threshold costs, for
adjusting rates to reflect capital inprovenents or new requirenments
i nposed by the departnent or the federal governnent. Any such rate
adj ustnments are subject to the provisions of RCW74. 46. 421.

(({13) Effective July 1, 2001 - nedicald rates shall continue to be
revised downward in all conponents, in accordance wth departnent
s —Ftor fact-HtHes—converting—banked —beds—to—active—servi-ce—under
ehap%ep 7038 —ROAM-—by — as+ng —the —fact-Hty-s—ihrereased —H-ecensed—bed

Hskng—khe #ae+++%y—s dee#eased H-censed—bed—capactty—to—recaleulate
MR- eceupaney—for—rate—settng—but—no—upward—revi-sten—shall—be
ﬁade—%e—epe#a%+eﬂs——p%epe%%y——e%—#+ﬂaﬂe+ng—a##emaﬂee—eeﬂpeﬂeﬂ%—%aPeS—

+4)y)) (11) Effective July 1, 2010, there_shall be_ no_rate

adjustnment for facilities wth banked beds. For  purposes of
calculating m ni mum occupancy, |icensed beds_include any beds_ banked
under chapter 70.38 RCW

(12) 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. 4. RCW74.46.433 and 2006 c¢c 258 s 3 are each anended to read
as foll ows:

ESSB 6872. SL p. 18
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(1) The departnment shall establish for each nedicaid nursing
facility a variable return conponent rate allocation. |In determning
the variable return all owance:

(a) Except as provided in ((€fe))) (d) of this subsection, the
variable return array and percentage shall be assigned whenever
rebasing of noncapital rate allocations is scheduled under RCW
74.46.431 (4), (5), (6), and (7).

(b) To calculate the array of facilities ((fer—the—Jduly—1—2001-
rate—setttng)), the departnent, w thout using peer groups, shall first
rank all facilities in nunerical order from hi ghest to | owest accordi ng
to each facility's examned and docunented, but wunlidded, conbined
direct care, therapy care, support services, and operations per
resident day cost fromthe ((3999—<coest—report—pertod)) applicable cost
report period specified in ROW 74.46.431(4)(a). However, before being
conbined with other per resident day costs and ranked, a facility's
direct care cost per resident day shall be adjusted to reflect its
facility average case m x index, to be averaged fromthe four cal endar
quarters of ((3999)) the_ cost report period_ identified in_ RCW
74.46.431(4)(a), weighted by the facility's resident days from each
quarter, under RCW 74.46.501((A)) (B)(b)((++)y)). The array shal
then be divided into four quartiles, each containing, as nearly as
possi ble, an equal nunber of facilities, and four percent shall be
assigned to facilities in the lowest quartile, three percent to
facilities in the next |lowest quartile, tw percent to facilities in
t he next highest quartile, and one percent to facilities in the highest
quartile.

(c) The departnment shall ((—subjeet—to—{d)—of-this subseetiony))
conpute the variable return allowance by multiplying a facility's
assi gned percentage by the sum of the facility's direct care, therapy
care, support services, and operations conponent rates determned in
accordance wth this chapter and rul es adopted by the departnent.

(d)  ((EHeet+ve—Jwby —3-—2000—++—a—tactty' s —examned — and
docurented—di-rect—care—cost—per—resident—dayfor—theprecedingreport
year—s—tower—than—+ts—average —direct—care—component—rate—werghted—by
redhcatdresident—days—for—the—same—year—thefactty-—s—direct—care
cost—shal—be—substitutedtor—ts—Juy—1— 2001 —direct—care—conponent
rate—and—its—vartable—return—conponent—rate—sha-—be—determned—or
ath-usted —eaeh — Juby — st — by — mbpbyng — the — FactHty's — asstghed
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percentage—bythe sum-of the facility s July 1,200l therapy care-
. , I . ’ L ¥’
cost per-resident day for-the preceding year.
{er—EHHeetive—July—1,—2006-)) The variable return conponent rate
al l ocation for each facility shall be thirty percent of the facility's
June 30, 2006, variable return conponent rate allocation.
(2) The variable return rate allocation calculated in accordance
with this section shall be adjusted to the extent necessary to conply
with RCW74. 46. 421.

Sec. 5. RCW74.46.435 and 2001 1st sp.s. ¢ 8 s 7 are each anended
to read as foll ows:

(1) ((EHeettve—Juby—31-—2004,-)) The property conponent rate
all ocation for each facility shall be determ ned by dividing the sum of
the reported allowable prior period actual depreciation, subject to
((REW#4-46-—310through—74-46-380)) departnent rule, adjusted for any
capitalized additions or replacenents approved by the departnent, and
the retained savings from such cost center, by the greater of a
facility's total resident days ((fer—thefaettity)) in the prior period
or resident days as calculated on eighty-five percent facility
occupancy for essential community providers, ninety percent occupancy
for small nonessential conmmunity providers, or ninety-two percent
facility occupancy_ for large_ nonessential _ conmunity _ providers.

( { EHective—Juby—1—2002 —the —property—conponent—rate—alocation—fFor
aH—FactHtes—except—essential—comuntty—provi-ders—shalH—be-—set—by
using the greater of a facility' s total resident days from the npst
od  d I Leul I .
faetHtyoeeceupaney—)) If a capitalized addition or retirement of an

asset will result in a different |icensed bed capacity during the
ensui ng period, the prior period total resident days used in conputing
the property conponent rate shall be adjusted to anticipated resident

day | evel.
(2) Anursing facility's property conponent rate allocation shal
be rebased annually, effective July 1st, in accordance with this

section and this chapter.
(3) Wien a certificate of need for a new facility is requested, the
departnment, in reaching its decision, shall take into consideration

ESSB 6872. SL p. 20
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per-bed |land and building construction costs for the facility which
shal |l not exceed a maxi numto be established by the secretary.
(4) ((EHeetive—duby—1-—2001——for—the—purpese—of—ecaleulating—a
. el ity T I I I
to—bank—H-censed—beds—prior—to—Aprt—1-—200L—or—elects—to—convert

or —converted —to—aetive —serviee—However——n—noe—ease —shal-—the
departrent —use —less — than — etghty-Hve — percent — sccupaney —of — the
FactH+ty—s — Hecensed — bed — eapacitty — alter — banking — or — conversion—
EHeetive—duby—1-——2002—in—no—ecase—other—than—essenttal-—community
L d _ challtd I I I .
¢ the facilityie Li | bed . : .
£5r)) The property conponent rate allocations calculated in
accordance with this section shall be adjusted to the extent necessary
to conply with RCW 74. 46. 421.

*Sec. 6. RCW74.46.437 and 2001 1st sp.s. ¢ 8 s 8 are each anended
to read as foll ows:

(1) ((Beginning—duly—31,—1999)) The departnent shall establish for
each nedicaid nursing facility a financing allowance conponent rate
all ocation. The financing allowance conponent rate shall be rebased
annual ly, effective July 1st, in accordance with the provisions of this
section and this chapter.

(2) ((EteetiveJuly—1,—2001-)) The financing allowance shall be
determ ned by nultiplying the net invested funds of each facility by
((+28)) 0.04, and dividing by the greater of a nursing facility's total
resident days fromthe nost recent cost report period or resident days
calculated on eighty-five percent facility occupancy for_essenti al
community providers, ninety percent facility occupancy for small
nonessential community providers, or ninety-two percent occupancy for
| arge nonessential comrunity providers. ((EHeetiveJuly—31,—2002—the
‘ . ] ] : : L facilities. I

I ol : g _ shaklt I : I
ot—afactHty-stotal—restdent—days—Homt-he—rost—recent—cost—report
pertod — or — restdent — days — ealeulated — at — pinety — percent — FaetrHty
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eceupaney—)) However, assets acquired on or after May 17, 1999, shal

be grouped in a separate financing allowance cal cul ation that shall be
multiplied by ((-685)) 0.04. The financing allowance factor of
((-0685)) 0.04 shall ((net)) be applied to the net invested funds
pertaining to new construction or major renovations receiving
certificate of need approval or an exenption fromcertificate of need
requi rements under chapter 70.38 RCW or to working drawi ngs that have
been submitted to the departnent of health for construction review
approval, prior to My 17, 1999. If a capitalized addition

renovation, replacenent, or retirenent of an asset will result in a
different Iicensed bed capacity during the ensuing period, the prior
period total resident days used in conputing the financing allowance
shall be adjusted to the greater of the anticipated resident day |evel
or eighty-five percent of the new |licensed bed capacity for essenti al
community providers, ninety percent of the new |licensed bed capacity
for small nonessential comunity providers, or ninety-two percent of
the new |icensed bed capacity for large nonessential conmmunity
providers. ((BHeetiveJuby—1—2002—for abt—facttHttes—eother than

the —Hnaneing —alowanee —aftter—a—ecapitalzed —additon-—renovations-
replacenent——or —retirerent —of —an—asset —shalkh—be—set—by—ustng—the
greater—ol—afact-Hty-s—total—resident —days—tHrom-thenpst—recent—cost
report—pertod—or—restdent—days —calculated—at—ninety-—percent—fact-ty
eceupaney-) )

(3) In conmputing the portion of net invested funds representing the
net book val ue of tangible fixed assets, the sane assets, depreciation
bases, lives, and nmethods referred to in ((REOWF446-330—74-46-350
4463601446 370—and—+4-46-380)) rule, including owned and | eased
assets, shall be utilized, except that the capitalized cost of I|and
upon which the facility is |ocated and such other conti guous | and which
i s reasonabl e and necessary for use in the regular course of providing
resident care shall also be included. Subject to provisions and
limtations contained in this chapter, for |and purchased by owners or
| essors before July 18, 1984, capitalized cost of land shall be the
buyer's capitalized cost. For all partial or whole rate periods after
July 17, 1984, if the land is purchased after July 17, 1984,
capitalized cost shall be that of the owner of record on July 17, 1984,
or buyer's capitalized cost, whichever is lower. |In the case of |eased
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facilities where the net invested funds are unknown or the contractor
is unable to provide necessary information to determ ne net invested
funds, the secretary shall have the authority to determ ne an anount
for net invested funds based on an appraisal conducted according to

((REW14-46-360{1))) departnent rule.

(4) ((EHeetive—duby—1-—2001——for—the—purpese—of—ecaleulating—a
) ety s fi . ] i

N N a¥a O\A/A N a
C v C wan e

the beds are bhanked or converted to active service. However, in no
case—shal—thedepartment—usetess—than—etlghty-FHve percent—occupancy
of—the tact-ty's—Hecensed-bed —capacity—alter—banking—or—conversion—
g _ chal—t] I I I .
¢ the facilitvis Li | bed . : .
£5))) The financing allowance rate allocation calculated in
accordance with this section shall be adjusted to the extent necessary
to conmply with RCW 74. 46. 421.

*Sec. 6 was vetoed. See nessage at end of chapter.

Sec. 7. RCW74.46.439 and 1999 ¢ 353 s 12 are each anended to read
as follows:

(1) In the case of a facility that was | eased by the contractor as
of January 1, 1980, in an arnis-length agreenent, which continues to be
| eased under the sane | ease agreenent, ((anrdFfor—whiechtheannualized
I - . L L. : I

rates, divided by the contractor's total resident days, mnus the
preperty—econponent—rate—allecatioen—s—pore—than—the—sum—of—the
F' . L - bl I : I '

i I _the follow halH—apphy:

8} F' . ] hall i I beti . I
fatr—market—valve—of theassetsas—of Janvary1—1982—asdetermned by
the — departrwent — of — general — admnistration — threugh — an — apprat-sal-
procedure, less accunul ated depreciation on the lessor's assets since
January 1, 1982, for the net book value of the assets in determning
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. g o f he facility. I . . I I I
: | i i . . £ ai I | hal 1| i nal I
e —procedure —used —to —pake —such—a—determnatton—ts—shown—to—be
bi I o _
RN ot he £ . ] I I 8} ofthi
suhsect-on—and —the —vartable —return—rate—shatlb—be—compared —to—the

rates——divided —by—the —contractor-s—total —resident —days——mnaus—the

the—alternatereturnoninvestrent—rate-
te—The—sum-ol—the—H-naneing—aHowance—and—vartable—retuwrn—rate
determned —accordi-ng—to—this—echapter—or—the—alternate—return—on
Havestrent — rate- —whi-chever — s — greater- —shall- —be —added —te —the
prospectiverates—olthe—contractor—

2 I :  neili I | L I
of—Janvary—1-—1980—in—an—arm-s—tength—agreerent——+-—the—lease—+s
renevwed—or—extended—under—a—provision—of—the—lease-—the—treatrent

' ded_in_sul : (1) of thi : hall—be_apphied:

a a a¥a a N aYa¥altlVl.a a a AN a¥a aaa¥ala a a¥a aYa a AN
Ci i O o O O vaw v \

1985 — retrbursenent —for —the —annuabtzed —Lease —payrent —shal--—be—no

£3))) the financing allowance rate will be the greater of the rate
exi sting on June 30, 2010, or the rate cal cul ated under RCW74. 46. 437.

(2) The alternate return on investnent conponent rate allocations
cal culated in accordance with this section shall be adjusted to the
extent necessary to conply with RCW74. 46. 421.

Sec. 8. RCW74.46.475 and 1998 ¢ 322 s 21 are each anended to read
as follows:

((6H)) The departnent shall analyze the submtted cost report or
a portion thereof of each contractor for each report period to
determine if the information is correct, conplete, reported in
conformance wth departnment instructions and generally accepted
accounting principles, the requirenents of this chapter, and such rul es
as the departnent may adopt. If the analysis finds that the cost
report is incorrect or inconplete, the departnent may neke adj ustnments

ESSB 6872. SL p. 24



© 00 N O Ol WDN P

e
N R O

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

to the reported information for purposes of establishing paynent rate
al | ocati ons. A schedul e of such adjustnents shall be provided to

contractors and shall include an explanation for the adjustnent and the
dol lar amount of the adjustnent. Adjustnments shall be subject to
review and appeal as provided in this chapter.

((

cost reports, in addition to assessnent data on each facility's
L Lati I sties ¢ .
= . i ing: I
i blishi _
3—TFhe —departrent—ray—turther —wt-Hze—such—accurmplated—data—for
Lvticak stical. g . | )

Sec. 9. RCW 74.46.485 and 2009 ¢ 570 s 2 are each anended to read
as follows:

(1) The departnent shall:

(a) Enmploy the resource wutilization group 111 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) Inplenment mninmm data set 3.0 under the authority of this
section and RCW 74.46.431(3). The departnment nust notify nursing hone
contractors twenty-eight days in advance the date of inplenentation of
the m ninmum data set 3.0. In the notification, the departnent nust
identify for all ((guarterby)) sem annual rate settings follow ng the
date of mninmum data set 3.0 inplenentation a previously established
((guarterty)) sem annual case mx adjustnent established for the
((guarterty)) sem annual rate settings that wll be used for
((guarterty)) sem annual case mx calculations in direct care unti
mnimum data set 3.0 is fully inplenented. After the departnent has
fully inplenmented mninumdata set 3.0, it nust adjust any ((guarter))
sem annual rate setting in which it used the previously established
((guarterty)) case m x adjustnent using the new m ninmum data set 3.0
dat a.
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(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.

(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.

Sec. 10. RCW 74.46.496 and 2006 ¢ 258 s 4 are each anended to read
as follows:

(1) Each case m x classification group shall be assignhed a case m x
wei ght. The case m x weight for each resident of a nursing facility
for each cal endar quarter or six-nonth_period during a_cal endar year
shall be based on data fromresi dent assessnent instrunments conpleted
for the resident and wei ghted by the nunber of days the resident was in
each case m x classification group. Days shall be counted as provi ded
in this section.

(2) The case m x weights shall be based on the average m nutes per
regi stered nurse, |licensed practical nurse, and certified nurse aide,
for each case mx group, and using the ((heatth—eare—HHnanethg
admnistrat+on—of—the)) United States departnent of health and human
services 1995 nursing facility staff time neasurenment study stenm ng
fromits nmultistate nursing honme case mx and quality denonstration
proj ect . Those mnutes shall be weighted by statewide ratios of
regi stered nurse to certified nurse aide, and |licensed practical nurse
to certified nurse aide, wages, including salaries and benefits, which
shal | be based on 1995 cost report data for this state.

(3) The case m x wei ghts shall be determ ned as foll ows:

(a) Set the certified nurse aide wage wei ght at 1. 000 and cal cul ate
wage wei ghts for registered nurse and |icensed practical nurse average
wages by dividing the certified nurse aide average wage into the
regi stered nurse average wage and licensed practical nurse average
wage;

(b) Calculate the total weighted m nutes for each case m x group in
the resource utilization group Il classification systemby multiplying
t he wage wei ght for each worker classification by the average nunber of
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m nutes that classification of worker spends caring for a resident in
that resource utilization group Il classification group, and summ ng
t he products;

(c) Assign a case mx weight of 1.000 to the resource utilization
group Il1l classification group with the |owest total weighted m nutes
and cal cul ate case m x weights by dividing the |owest group's tota
wei ghted m nutes into each group's total wei ghted m nutes and roundi ng
wei ght cal cul ations to the third deci mal pl ace.

(4) The case mx weights in this state nay be revised if the
( ( healtth—eare—fHHnanetng—admnistration)) United States departnent of
health and_hunman_services updates its nursing facility staff tinme
measur enent studies. The case m x weights shall be revised, but only
when direct care conponent rates are cost-rebased as provided in
subsection (5) of this section, to be effective on the July 1st
effective date of each cost-rebased direct care conponent rate.
However, the departnent may revise case m x weights nore frequently if,
and only if, significant variances in wage ratios occur anong direct
care staff in the different caregiver classifications identified in
this section.

(5) Case m x weights shall be revised when direct care conponent
rates are cost-rebased as provided in RCW 74. 46. 431(4).

Sec. 11. RCW 74.46.501 and 2006 ¢ 258 s 5 are each anended to read
as follows:

(1) From individual case mx weights for the applicable quarter
the departnent shall determ ne two average case m x indexes for each
medi caid nursing facility, one for all residents in the facility, known
as the facility average case m x i ndex, and one for nedicaid residents,
known as the nedi caid average case m x i ndex.

(2)(a) Incalculating a facility's two average case m x i ndexes for
each quarter, the departnent shall include all residents or nedicaid
residents, as applicable, who were physically in the facility during
the quarter in question based on the resident assessnent instrunment
conpleted by the facility and the requirenents and limtations for the
instrunment's conpletion and transm ssion (January 1st through March
31st, April 1st through June 30th, July 1st through Septenber 30th, or
Cct ober 1st through Decenber 31st).
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(b) The facility average case m x index shall exclude all default
cases as defined in this chapter. However, the nedicaid average case
m x i ndex shall include all default cases.

(3) Both the facility average and the nedicaid average case m X
i ndexes shall be determ ned by nultiplying the case m x wei ght of each
resident, or each nedicaid resident, as applicable, by the nunber of
days, as defined in this section and as applicable, the resident was at
each particul ar case m x classification or group, and then averagi ng.

()((2r)) In determning the nunber of days a resident 1is
classified into a particular case mx group, the departnent shall
determ ne a start date for calculating case m x grouping periods as
((follows:
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HH)—H—a—resident-—is—not-—discharged —before—the—end —of-—the
appH-cable—guarter—the—end—date—shal—bethetastday—oftheguarter—

SETRT. . I : L d
+s—eonpleted—and—transmtied—to—thedepartrent—the—end—date—of—the

pFevFeHs—assessnea%—sha##—be—%he—ea##keF—e#—e+%he%—%he—day—be#e#e—

HHF%FHQ—#GG+++%ﬁ9) specified by rule.

(5) The cutoff date for the departnment to use resident assessnent
data, for the purposes of calculating both the facility average and t he
nmedi cai d average case m x i ndexes, and for establishing and updating a
facility's direct care conmponent rate, shall be one nonth and one day
after the end of the quarter for which the resident assessnment data
applies.

(6) ((Athresholdol—ninety—percent—as—deseribed—andcaleulated+n
this subsection, shall be used to determne the case mx index each
guarter—The — threshold — shalt- — also —be —used —to —determre —which
FaetHt+es—costs—per—ease—mx—umt—are—included—in—determning—the
ceiting, floor, and price. For direct care conponent rate allocations
established—eon—-andatter July1—2006—the thresholdof ninety—percent
shal—be—used—to—determne—the—case—mx—index—each—quarter—and—teo
de%e¥ﬁ+ne—mh+eh—#aek#kPkes——eesPs—peF—ease—n%*—an+%—a#e—kﬂe+aded—kn

tHre —fact-Hty——A—datby —census — shalb-—be —reported —by —each—pursing
#ae+¥+%y— as —H-—tHransi-ts —assessrent —data—to—the — depa#%nea%————Ihe

census——H-—no —ecensus —has —been— F&ﬁ@%%ﬁd— by—a— #ae+¥+%y— dHF+ﬂg— a
spected —guarter——then —the — departrent —shalH —use —the —Facst-by-s
l'i censed beds as the denom nator-in conputing the threshold.

A~))(a) Although the facility average and the nedicaid average
case m x indexes shall both be cal cul ated quarterly, the cost-rebasing

period facility average case mx index wll be used throughout the
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appl i cabl e cost-rebasing period in conbination with cost report data as
specified by RCW 74.46.431 and 74.46.506, to establish a facility's
al | onwabl e cost per case mx unit. A facility's nedicaid average case
m x index shall be used to update a nursing facility's direct care
conponent rate ((guarterby)) sem annually.

(b) The facility average case mx index used to establish each
nursing facility's direct care conponent rate shall be based on an
average of calendar quarters of the facility's average case mXx
i ndexes( (-

) —For —Cetober — 1~ — 1998 — direet—care —conponent —rates——the
departrent—shab-—use—an—average —of—fact-Htyaverage—case—mx—indexes

G o | | W bLichi I '

’ £ oeili
mx—+ndexes)) fromthe four cal endar quarters occurring during the cost
report period used to rebase the direct care conponent rate all ocations
as specified in RCW 74. 46. 431.

(c) The nedicaid average case mx index used to update or
recalibrate a nursing facility's direct care conponent rate
((guarterty)) sem annually shall be fromthe cal endar ((guarter)) six-
nont h period commencing ((stx%)) nine nonths prior to the effective date
of the ((guarterby)) sem annual rate. For exanple, ((Getoeber—31,—1998))
July 1, 2010, through Decenber 31, ((3998)) 2010, direct care conponent
rates shall utilize case mx averages from the ((AprH—4-—1998))
Cctober 1, 2009, through ((J4hre—36—31998)) March 31, 2010, cal endar
quarters, and so forth.

Sec. 12. RCW 74.46.506 and 2007 ¢ 508 s 3 are each anended to read
as follows:

(1) The direct care conponent rate allocation corresponds to the
provi sion of nursing care for one resident of a nursing facility for
one day, including direct care supplies. Therapy services and
supplies, which correspond to the therapy care conponent rate, shall be
excluded. The direct care conmponent rate includes el enents of case m x
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determ ned consistent with the principles of this section and other
appl i cabl e provisions of this chapter.

(2) ((Beginnrtng—October—1,—1998,)) The departnent shall determ ne
and update ((guarterty)) sem annually for each nursing facility serving
medicaid residents a facility-specific per-resident day direct care
conponent rate allocation, to be effective on the first day of each
((ealendar—guarter)) six-nonth_period. In determning direct care
conponent rates the departnment shall wutilize, as specified in this
section, mninmmdata set resident assessnent data for each resident of
the facility, as transmtted to, and if necessary corrected by, the
departnment in the resident assessnment instrunment format approved by
federal authorities for use inthis state.

(3) The departnment may question the accuracy of assessnent data for
any resident and utilize corrected or substitute information, however
derived, in determning direct care conponent rates. The departnent is
authorized to inpose civil fines and to take adverse rate actions
agai nst a contractor, as specified by the departnent in rule, in order
to obtain conpliance with resident assessnent and data transm ssion
requi renents and to ensure accuracy.

(4) Cost report data used in setting direct care conponent rate
al l ocations shall be for rate periods as specified in RCW
74.46. 431(4) (a) .

(5) ((Begianing—October—1,—1998,-)) The departnent shall rebase each
nursing facility's direct care conponent rate allocation as described
in RCW74.46.431, adjust its direct care conponent rate all ocation for
econom c trends and conditions as described in RCW 74.46.431, and
update its mnedicaid average case mx index as_described in_ RCW
74.46.496 and 74.46.501, consistent wth the foll ow ng:

(a) ((Reduee)) Adjust total direct care costs reported by each
nursing facility for the applicable cost report period specified in RCW
74.46.431(4)(a) to reflect any departnent adjustnents, and to elimnate
reported resident therapy costs and adjustnents, in order to derive the
facility's total all owable direct care cost;

(b) Divide each facility's total allowable direct care cost by its
adjusted resident days for the sanme report period, ((+nrereased—iE

.. f ai ol T 4] st
greater of actual or inputed occupancy at eighty-five percent of
H-eensed—beds;-)) to derive the facility's allowable direct care cost
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(c) ((Adj—H%t—PhG—F&GH%—H—S—Q@F%—G@H%—dﬁ%%—F@%t—G&F&—G@S{—W
tHre —apphiecable —factor —spect-Hed —n—RON-74-46- 4314 —to—dertve—+ts
’ Lol N i o lay:

£4))) Divide each facility's adjusted all owable direct care cost
per resident day by the facility average case mx index for the
applicable quarters specified by RCW 74.46.501((AB))) (6)(b) to
derive the facility's allowabl e direct care cost per case m x unit;

((e)y—EHfeetive—for—Julby—4-—2004-—rate—setting,)) (d) _Divide
nursing facilities into at least two and, if applicable, three peer
gr oups: Those located in nonurban counties; those located in high
| abor-cost counties, if any; and those | ocated in other urban counti es;

((8y)) (e) Array separately the allowable direct care cost per
case mx wunit for all facilities in nonurban counties; for all
facilities in high labor-cost counties, if applicable; and for all
facilities in other urban counties, and determ ne the nedi an all owabl e
direct care cost per case mx unit for each peer group;

((tg ded_i-n (i) —of thi I ont I ,
4 I , 4 . b faeility I '

care conponent- rate as follows:

than — et-ghty-—{five — percent — of — the — factHHty—s —peer — group — redian

establ-shed—under—(—ol—this—subsection—shal—beasstgnred—a—cost—per

t—he#&eFH—t—y—sasa—gﬂedees{—peFea%em%mw#H—pH—edby{—ha{—

I I e od fif Y ' blished
I ) of thi | . hal 1| : I : .
egqual—to—ene—hundred—ffteen—percent—of—the—peer—group—redian—and
shat-—have —a—direct —ecare —conponent —rate—alloeation—egual —to—the
FactH+ty-s —asstgned — cost — per — ease — ¢ — ui-- — pubHphed — by — that
DURTRTN i caid o ind : I i cabl

f i ed 46, ) Le)
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- — Ay —Fact by —whose —al-bowabl e —cost —per —case—mwoc—ubt—+5

between—etghty-tve—and-one—hundred H-tteenpercent—ol—the—peer—group
redan—estabbHshed—under—{H—of—this—subsection—shat-—have—a—direct

L) : | ho faeility L bl

i ndexf I Licabl £ ed . ) e)
(—h—}—’éeeept——as—ar—e#wled—i—n—(—ﬂ— of—this—subseetion— f—r—em—&uJ—y -

than—ninety—perecent—of—the—faet-Hty—s—peer—group—redian—establi-shed

. I . . Lt ol iod | I ety i caid

Fo—one—hundred—ten—percent—ol—the peer—group—redian—and-—shatH—have—a

: . Lt ol iod | I DTN i caid
case — mx — Hndex — rom— the — appbiecable — guarter — speci-fed —i-n — ROW
HH—Ary—faetHty—whose —all-owable —cost-—per—ease—mx—up-t—+s
between—nety—and—one—hundred—ten—percent—ol—the—peer—group—nedian
estabH-shed —under—()—of—this—subseetton—shall-—have—a—di+reet—eare
: . Lt ol iod | I SRR i caid .
nd : I Licabl £ ed 46 7V e)
shat-—conmpare—each—factbHty—s—direet—care—conponent—rate—altocation
calculated—under—{g)—of—this—subsection—wth—the—fact-Htys—nursing
sefrvi-ces—component—ratetn—eftect —onSeptenber—36—1998—less—therapy
costs—— pJ—us — ARy — e*c—ep{—l—eneﬂ— care—obHsets—as— r—eper—t—ed on—tHhe —cost
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conpare —each — Fack-tys — direct — eare — component — rate — alkHbocation
Leul I I )0t thi I .  h the facility '

’ ’ I I il ity ] N ' per
. . el L i n(d)—of thi I . Ltinlicd by td
il it i caid v ind : I i cabl
f i ed 46 (e} the_faeiti hall | i I
and each subsequent gquarter pursuant to (h) of this subsection and
%_H%WMWHH% .
{(tii)y Between July 1, 2002, and June 30, 2006, all direct care
S'H'b'S'e'et_Fe'n_- .
) . | , _ ] g ’ Ctal |
provi-ders——as—debned —in—this—chapter——direct —care—conponent—rate
{A) The departnent shall calculate:
TREET : h f acility | , g

nde DN 74 A6 a¥a

suhsect-on- —the — FactHby-s — di-reet — care — conponent —rate —shatk—be
Leul I I ) of thi I on:
H)—Exeept—as—provided—in—{)—oef—this—subsection—+rom—July—1-
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2006—torward-—and—for—alH-—future—ratesetting,-)) (f) Determ ne each
facility's ((guarterly)) sem annual direct care conponent rate as
fol | ows:

(1) Any facility whose all owabl e cost per case mx unit is greater
t han one hundred twelve percent of the peer group nedian established
under ((€H)) (e) of this subsection shall be assigned a cost per case
m x unit equal to one hundred twelve percent of the peer group nedi an,
and shall have a direct care conponent rate allocation equal to the
facility's assigned cost per case mx wunit nultiplied by that
facility's medicaid average case mx index from the applicable
((guarter)) six-nonth period specified in RCW74.46.501((A)) (6)(c);

(i) Any facility whose allowable cost per case mx unit is |less
than or equal to one hundred twelve percent of the peer group nedian
establ i shed under ((H-)) (e) of this subsection shall have a direct
care conponent rate allocation equal to the facility's all owabl e cost
per case mx unit nmultiplied by that facility's nedicaid average case
m x i ndex fromthe applicable ((guarter)) six-nonth period specifiedin
RCW 74. 46. 501((£8Y)) (6)(c).

(6) The direct care conponent rate allocations calculated in
accordance with this section shall be adjusted to the extent necessary
to conply with RCW 74. 46. 421.

(7) Costs related to paynents resulting fromincreases in direct
care conponent rates, granted under authority of RCW 74.46.508( (1))
for a facility's exceptional care residents, shall be offset against
the facility's exam ned, allowable direct care costs, for each report
year or partial period such increases are paid. Such reductions in
al l owabl e direct care costs shall be for rate setting, settlenent, and
ot her purposes deened appropriate by the departnent.

Sec. 13. RCW 74.46.508 and 2003 1st sp.s. ¢ 6 s 1 are each anended
to read as foll ows:

(()) The departnent is authorized to increase the direct care
conponent rate allocation calculated under RCW 74.46.506(5) for
residents who have unnet exceptional care needs as determ ned by the
departnment in rule. The departnment may, by rule, establish criteria,
patient categories, and nmet hods of exceptional care paynent.

((
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ar—Payrents—aay—be—mrde—on—behatt—ol—fact-Hty—restdents—who—are
wirder —age —stxtby-tHve——not —ebgi-ble —for —pedicare——and —can—achieve
si-ghi-ficant —progress —in—their —functional—status—if —provided —w-th
ratenstve—therapy—eare—services—

eb}—Payﬁenps—Hay—be—ﬁade—en#y—a#%e#—apppevak—e#—a—%ehab+#+%apken

s —subsect-on——and—each—restdent s —progress—npust—be—pertodicatby
nor-tored—) )

Sec. 14. RCW 74.46.511 and 2008 ¢ 263 s 3 are each anended to read
as follows:

(1) The therapy care conmponent rate allocation corresponds to the
provision of nedicaid one-on-one therapy provided by a qualified
therapi st as defined in this chapter, including therapy supplies and
therapy consultation, for one day for one nedicaid resident of a
nursing facility. ((Fre—therapy—ecare—conponent—rate—allocation—for
Cetober—1-—1998 - —threough—June—30——2004——shal—be—based—an—adyusted

Juy—1,—2004-)) The therapy care conponent rate allocation shall be
based on adjusted therapy costs and days as described in RCW
74.46.431(5). The therapy care conponent rate shall be adjusted for
econom ¢ trends and conditions as specified in RCW 74.46.431(5), and
shall be determ ned in accordance with this section. In determ ning
each facility's therapy care conponent rate allocation, the departnent
shal | apply the applicable mnimumfacility occupancy adjustnment before
creating the array of facilities' adjusted therapy care costs per
adj ust ed resident day.

(2) I'nrebasing, as provided in RCW 74. 46. 431(5) (a), the depart nent
shall take fromthe cost reports of facilities the follow ng reported
i nformati on:

(a) Direct one-on-one therapy charges for all residents by payer
i ncl udi ng charges for supplies;

(b) The total units or nodul es of therapy care for all residents by
type of therapy provided, for exanple, speech or physical. A unit or
nmodul e of therapy care is considered to be fifteen m nutes of one-on-
one therapy provided by a qualified therapist or support personnel; and
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(c) Therapy consulting expenses for all residents.

(3) The departnent shall determne for all residents the total cost
per unit of therapy for each type of therapy by dividing the tota
adj ust ed one-on-one therapy expense for each type by the total units
provi ded for that therapy type.

(4) The departnent shall divide nmedicaid nursing facilities in this
state into two peer groups:

(a) Those facilities | ocated within urban counties; and

(b) Those | ocated w thin nonurban counti es.

The departnent shall array the facilities in each peer group from
hi ghest to | owest based on their total cost per unit of therapy for
each therapy type. The departnent shall determ ne the nedian tota
cost per unit of therapy for each therapy type and add ten percent of
medi an total cost per unit of therapy. The cost per unit of therapy
for each therapy type at a nursing facility shall be the | esser of its
cost per unit of therapy for each therapy type or the nedian total cost
per unit plus ten percent for each therapy type for its peer group.

(5) The departnment shall calculate each nursing facility's therapy
care conponent rate allocation as foll ows:

(a) To determne the allowable total therapy cost for each therapy
type, the allowable cost per unit of therapy for each type of therapy
shall be multiplied by the total therapy units for each type of
t her apy;

(b) The nedicaid allowable one-on-one therapy expense shall be
calculated taking the allowable total therapy cost for each therapy
type tinmes the nedicaid percent of total therapy charges for each
t her apy type;

(c) The nedicaid allowable one-on-one therapy expense for each
t herapy type shall be divided by total adjusted nmedicaid days to arrive
at the nedicaid one-on-one therapy cost per patient day for each
t her apy type;

(d) The nedicaid one-on-one therapy cost per patient day for each
therapy type shall be nmultiplied by total adjusted patient days for al
residents to calculate the total all owabl e one-on-one therapy expense.
The | esser of the total allowable therapy consultant expense for the
t herapy type or a reasonabl e percentage of all owabl e therapy consul tant
expense for each therapy type, as established in rule by the
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departnent, shall be added to the total allowable one-on-one therapy
expense to determ ne the all owabl e therapy cost for each therapy type;

(e) The all owabl e therapy cost for each therapy type shall be added
together, the sumof which shall be the total allowable therapy expense
for the nursing facility;

(f) The total allowable therapy expense will be divided by the
greater of adjusted total patient days fromthe cost report on which
the therapy expenses were reported, or patient days at eighty-five
percent occupancy of |icensed beds. The outcone shall be the nursing
facility's therapy care conponent rate all ocati on.

(6) The therapy care conponent rate allocations calculated in
accordance with this section shall be adjusted to the extent necessary
to conmply with RCW 74. 46. 421.

(7) The therapy care conponent rate shall be suspended for nedicaid
residents in qualified nursing facilities designated by the departnent
who are receiving therapy paid by the departnent outside the facility

daily rate ((unrder—ROW74-46-508(2))).

Sec. 15. RCW 74.46.515 and 2008 ¢ 263 s 4 are each anended to read
as follows:

(1) The support services conponent rate allocation corresponds to
the provision of food, food preparation, dietary, housekeeping, and
| aundry services for one resident for one day.

(2) ((Beginnrtng—October—1,—1998,)) The departnent shall determ ne
each nedicaid nursing facility's support services conponent rate
al l ocation using cost report data specified by RCW74. 46. 431(6).

(3) To determ ne each facility's support services conponent rate
al l ocation, the departnent shall:

(a) Array facilities' adjusted support services costs per adjusted
resi dent day, as determ ned by dividing each facility's total all owable
support services costs by its adjusted resident days for the sane
report period, increased if necessary to a m ni mnum occupancy provi ded
by RCW 74.46.431(2), for each facility fromfacilities' cost reports
fromthe applicable report year, for facilities |located wthin urban
counties, and for those | ocated w thin nonurban counties and determ ne
t he nmedi an adj usted cost for each peer group;

(b) Set each facility's support services conponent rate at the
lower of the facility's per resident day adjusted support services

ESSB 6872. SL p. 38



0 N O O A WDN PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

costs fromthe applicable cost report period or the adjusted nedi an per
resident day support services cost for that facility's peer group,
ei ther urban counties or nonurban counties, plus ten percent; and

(c) Adjust each facility's support services conponent rate for
econom ¢ trends and conditions as provided in RCW74. 46. 431(6).

(4) The support services conponent rate allocations calculated in
accordance with this section shall be adjusted to the extent necessary
to conply with RCW 74. 46. 421.

Sec. 16. RCW 74.46.521 and 2007 ¢ 508 s 5 are each anended to read
as follows:

(1) The operations conponent rate allocation corresponds to the
general operation of a nursing facility for one resident for one day,
including but not limted to managenent, admnistration, utilities,
office supplies, accounting and bookkeepi ng, m nor bui | di ng
mai nt enance, mnor equipnment repairs and replacenents, and other
suppl i es and services, exclusive of direct care, therapy care, support
services, property, financing allowance, and variable return.

(2) ((Bxcept—as—provided —in—subsection—{4 —ol —this—section-
beginning—OCctober—14-—1998,-)) The departnent shall determ ne each
medi caid nursing facility's operations conponent rate allocation using
cost report data specified by RCW74. 46.431(7)(a). ((EHeetiveJuly1-
2002-)) Operations conponent rates for ((aH—faetties—exeept))
essential community providers shall be based upon a m ni nrum occupancy

of ((minety)) eighty-five percent of |icensed beds((—andno—-operations

May—25-—2001—under—chapter—70-—38—RCW ). (Qperations conponent rates

for small nonessential community providers shall be based upon a
m ni rum_occupancy of ninety percent of |icensed beds. Oper ati ons
conponent rates for large nonessential comunity providers shall be
based upon a m ni nrum occupancy of ninety-two percent of |icensed beds.
(3) (( Execept—as—providedinsubsection—{4—obthis—section-)) For
all calculations and adjustnents _in this subsection, the departnent
shall use the greater of the facility's actual occupancy or an inputed
occupancy equal to eighty-five percent for essential conmunity
providers, ninety percent for small nonessential community providers,
or ninety-two percent for |large nonessential community providers. To
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determne each facility's operations conponent rate the departnent
shal | :

(a) Array facilities' adjusted general operations costs per
adj ust ed resident day, as determ ned by dividing each facility's total
al | onabl e operations cost by its adjusted resident days for the sane
report period((;—+nereased—if—necessary—to—a—n-Ai-Aum—ocedupancy—of
Ai-pety—pereent—that—s—the-greater—of —actual—or i-nputed-occupancy—at
ety —percent—ot—H-censed—beds——ftor—each—tact-Hty—trom-factties™
cost—reports—fromtheapplicablereport—year)) for facilities |ocated
Wi thin urban counties and for those |ocated within nonurban counties
and determ ne the nedi an adj usted cost for each peer group;

(b) Set each facility's operations conponent rate at the | ower of:

(i) The facility's per resident day adjusted operations costs from
the applicable cost report period adjusted if necessary ((te—=a)) for
m ni mum occupancy ( (ef—erghty—FHivepercent—oftHecensedbedsbeforeJuly
120862 —and-—nnety—percent—effectiveJulby—1-—-2002) ). or

(i1) The adjusted nedi an per resident day general operations cost
for that facility's peer group, urban counties or nonurban counties;
and

(c) Adjust each facility's operations conponent rate for economc
trends and conditions as provided in RCW 74. 46. 431(7)(b).

(4)(({a) Effective July 1, 2006, through June 30, 2007, for any
FactH-ty—whose—direect—ecare——conponent—rate—allocationt+s—set—egual—to
Hes—June—30—20066—direct —care—conponent—rate—altoecation—as—provi-ded
H — REW— 74-46-506{(5) — the — Fact+ty-s — operati-ons — component — rate
atocatton—shatt—also—be—set—equal—to—thefact-Hty-s—June—30—2006—
operati-ons—conrponent—+ate—altocation—

(b} The operations conponent rate allocation for facilities whose
operattons —econponent —rate —s—set —egual —to—ther+ —June — 30— 2006
operattons—component —+rate—shalt—be—adiustedfFor—economec—trends—and
conditions as provided in RCW74.46.431(7)y(b).

£5))) The operations conponent rate allocations calculated in
accordance with this section shall be adjusted to the extent necessary
to conply with RCW 74. 46. 421.

Sec. 17. RCW 74. 46. 835 and 1998 ¢ 322 s 46 are each anended to

read as foll ows:
(1) Paynent for direct care at the pilot nursing facility in King
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county designed to neet the service needs of residents living with
Al DS, as defined in RCW 70.24.017, and as specifically authorized for
this purpose under chapter 9, Laws of 1989 1st ex. sess., shall be
exenpt from case m x nethods of rate determ nation set forth in this
chapter and shall be exenpt from the direct care netropolitan
statistical area peer group cost limtation set forth in this chapter.

(2) Direct care conponent rates at the AIDS pilot facility shall be
based on direct care reported costs at the pilot facility, utilizing
the same ((t+hree-—year+)) rate-setting cycle prescribed for other
nursing facilities, and as supported by a staffing benchmark based upon
a departnent - approved acuity neasurenent system

(3) The provisions of RCW 74.46.421 and all other rate-setting
principles, cost lids, and limts, including settlenment as provided in
((REW-74-46-165)) rule shall apply to the AIDS pilot facility.

(4) This section applies only to the AIDS pilot nursing facility.

Sec. 18. RCW 74.46.800 and 1998 ¢ 322 s 42 are each anended to
read as foll ows:

(1) The departnent shall have authority to adopt, anend, and
rescind such adm nistrative rules and definitions as it deens necessary
to carry out the policies and purposes of this chapter and to resolve
i ssues and devel op procedures ((that—i+t—deens—neecessary)) to i nplenent,
update, and inprove ((the—ecasemx—elerents—of)) the nursing facility
medi cai d paynent system

(2) Nothing in this chapter shall be construed to require the
departnment to adopt or enploy any calculations, steps, tests,
nmet hodol ogi es, alternate nethodol ogi es, indexes, fornulas, nmathenati cal
or statistical nodels, concepts, or procedures for nedicaid rate
setting or paynent that are not expressly called for in this chapter.

NEW SECTION. Sec. 19. A newsection is added to chapter 74.46 RCW
to read as foll ows:

The departnent shall est abl i sh, by rule, the procedures,
principles, and conditions for the nursing facility nmedicaid paynent
system addressed by the follow ng principles:

(1) The departnment nust receive conplete, annual reporting of al
costs and the financial condition of each contractor, prepared and
presented i n a standardi zed manner. The departnment shall establish, by
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rule, due dates, requirenents for cost report conpletion, actions
required for inproperly conpleted or |ate cost reports, fines for any
statutory or regulatory nonconpliance, retention requirenents, and
publ i c di scl osure requirenents.

(2) The departnent shall examne all cost reports to determ ne
whether the information 1is <correct, conplete, and reported in
conpliance with this chapter, departnent rules and instructions, and
general |y accepted accounting principl es.

(3) Each contractor nust establish and maintain, as a service to
the resident, a bookkeeping system incorporated into the business
records for all resident funds entrusted to the contractor and received
by the contractor for the resident. The departnment shall adopt rul es
to ensure that resident personal funds handled by the contractor are
mai ntai ned by each contractor in a manner that is, at a mninm
consistent wth federal requirenents.

(4) The departnent shall have the authority to audit resident trust
funds and receivables, at its discretion.

(5) Contractors shall provide the departnent access to the nursing
facility, all financial and statistical records, and all working papers
that are in support of the cost report, receivables, and resident trust
funds.

(6) The departnment shall establish a settlenent process in order to
reconcile nmedicaid resident days to billed days and nedi caid paynents
for the preceding cal endar year. The settlenent process shall ensure
that any savings in the direct care or therapy care conponent rates be
shifted only between direct care and therapy care conponent rates, and
shall not be shifted into any other rate conponents.

(7) The departnent shall define and identify allowable and
unal | owabl e costs.
(8) A contractor shall bill the department for care provided to

medi caid recipients, and the departnent shall pay a contractor for
service rendered under the facility contract and appropriately bill ed.
Billing and paynent procedures shall be specified by rule.

(9) The departnent shall establish the conditions for participation
in the nursing facility medicaid paynent system

(10) The departnent shall establish procedures and a rate setting
nmet hodol ogy for a change of ownership.

ESSB 6872. SL p. 42



© 00 N O Ol WDN P

10
11
12
13
14
15
16
17
18
19
20

21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

(11) The departnent shall establish, consistent wth federal
requirenents for nursing facilities participating in the nedicaid
program an appeals or exception procedure that allows individual
nursi ng hone providers an opportunity to receive pronpt adm nistrative
review of paynent rates with respect to such issues as the departnent
deens appropri ate.

(12) The departnent shall have authority to adopt, anend, and
rescind such adm nistrative rules and definitions as it deens necessary
to carry out the policies and purposes of this chapter.

NEW SECTION. Sec. 20. A new section is added to chapter 74.46 RCW
to read as foll ows:

The departnent shall est abl i sh, by rule, the procedures,
principles, and conditions for a pay-for-performance supplenental
paynment structure that provides paynent add-ons for high performng
facilities. To the extent that funds are appropriated for this
pur pose, the pay-for-performance structure will include a one percent
reduction in paynents to facilities with exceptionally high direct care
staff turnover, and a nethod by which the funding that is not paid to
these facilities is then used to provide a supplenmental paynent to
facilities with | ower direct care staff turnover.

NEW SECTION. Sec. 21. The followng acts or parts of acts are
each repeal ed:

(1) RCW 74.46.030 (Principles of reporting requirenents) and 1980
c 177 s 3,

(2) RCW 74.46.040 (Due dates for cost reports) and 1998 c 322 s 3,
1985 ¢ 361 s 4, 1983 1st ex.s. ¢ 67 s 1, & 1980 c 177 s 4;

(3) RCW 74.46.050 (Inproperly conpleted or l|ate cost report--
Fi nes--Adverse rate actions--Rules) and 1998 ¢ 322 s 4, 1985 ¢ 361 s 5,
& 1980 ¢ 177 s 5;

(4) RCW74.46.060 (Conpleting cost reports and mai ntai ni ng records)
and 1998 ¢ 322 s 5, 1985 c 361 s 6, 1983 1st ex.s. ¢ 67 s 2, & 1980 c
177 s 6;

(5) RCW 74.46.080 (Requirenents for retention of records by the
contractor) and 1998 ¢ 322 s 6, 1985 ¢ 361 s 7, 1983 1st ex.s. ¢ 67 s
3, &1980 c 177 s 8§;
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(6) RCW 74.46.090 (Retention of cost reports and resident
assessnent information by the departnent) and 1998 ¢ 322 s 7, 1985 c
361 s 8, & 1980 c 177 s 9;

(7) RCW 74.46.100 (Purposes of departnent audits--Exam nation--
I nconplete or incorrect reports--Contractor's duties--Access to
facility--Fines--Adverse rate actions) and 1998 ¢ 322 s 8, 1985 c 361
s 9, 1983 1st ex.s. ¢ 67 s 4, & 1980 c 177 s 10;

(8) RCW 74.46.155 (Reconciliation of nedicaid resident days to
billed days and nedicaid paynents--Paynents due--Accrued interest--
W t hhol di ng funds) and 1998 c¢ 322 s 9;

(9) RCW 74.46.165 (Proposed settlenent report--Paynent refunds--
Over paynent s--Determ nati on of unused rate funds--Total and conponent
paynment rates) and 2001 1st sp.s. ¢ 8 s 2 & 1998 ¢ 322 s 10;

(10) RCW 74.46.190 (Principles of allowable costs) and 1998 c¢ 322
s 11, 1995 1st sp.s. ¢ 18 s 96, 1983 1st ex.s. ¢ 67 s 12, & 1980 c 177
s 19;

(11) RCW 74.46.200 (O fset of m scellaneous revenues) and 1980 c
177 s 20;

(12) RCW 74.46.220 (Paynents to related organizations--Limts--
Docunentation) and 1998 ¢ 322 s 12 & 1980 ¢ 177 s 22;

(13) RCW74.46.230 (Initial cost of operation) and 1998 c¢ 322 s 13,
1993 sp.s. ¢ 13 s 3, & 1980 c 177 s 23;

(14) RCW74.46. 240 (Education and training) and 1980 ¢ 177 s 24;

(15) RCW74.46.250 (Omer or relative--Conpensation) and 1980 ¢ 177
S 25;

(16) RCW 74.46.270 (Disclosure and approval or rejection of cost
al l ocation) and 1998 c 322 s 14, 1983 1st ex.s. ¢ 67 s 13, & 1980 c 177
s 27,

(17) RCW 74.46.280 (Managenent fees, agreenents--Limtation on
scope of services) and 1998 ¢ 322 s 15, 1993 sp.s. ¢ 13 s 4, & 1980 c
177 s 28;

(18) RCW 74.46.290 (Expense for construction interest) and 1980 c
177 s 29;

(19) RCW 74.46.300 (Operating |eases of office equipnent--Rules)
and 1998 ¢ 322 s 16 & 1980 c 177 s 30;

(20) RCW 74.46.310 (Capitalization) and 1983 1st ex.s. ¢ 67 s 16 &
1980 c 177 s 31;

(21) RCW74.46. 320 (Depreciation expense) and 1980 ¢ 177 s 32;
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(22) RCW74.46. 330 (Depreciable assets) and 1980 ¢ 177 s 33;

(23) RCW 74.46. 340 (Land, inprovenents--Depreciation) and 1980 c
177 s 34,

(24) RCW 74. 46. 350 (Met hods of depreciation) and 1999 ¢ 353 s 13 &
1980 c 177 s 35;

(25) RCW 74.46.360 (Cost basis of |and and depreciation base of
depreci abl e assets) and 1999 ¢ 353 s 2, 1997 ¢ 277 s 1, 1991 sp.s. c 8
s 18, & 1989 c 372 s 14;

(26) RCW 74.46.370 (Lives of assets) and 1999 c¢ 353 s 14, 1997 c
277 s 2, & 1980 ¢ 177 s 37;

(27) RCW 74. 46. 380 (Depreci able assets) and 1993 sp.s. ¢ 13 s 5,
1991 sp.s. ¢ 8 s 12, & 1980 c 177 s 38;

(28) RCW 74.46.390 (Gins and |osses upon replacenent of
depreci abl e assets) and 1980 ¢ 177 s 39;

(29) RCW74.46.410 (Unal |l owabl e costs) and 2007 ¢ 508 s 1, 2001 1st
Sp.s. ¢ 8 s 3, 1998 ¢ 322 s 17, 1995 1st sp.s. c¢c 18 s 97, 1993 sp.s. ¢
13 s 6, 1991 sp.s. ¢ 8 s 15, 1989 ¢ 372 s 2, 1986 c¢c 175 s 3, 1983 1st
ex.s. ¢ 67 s 17, & 1980 c 177 s 41,

(30) RCW 74.46.445 (Contractors--Rate adjustnents) and 1999 c 353
s 15;

(31) RCW 74.46.533 (Conbined and estimted rebased rates--
Det erm nation--Hold harml ess provision) and 2007 ¢ 508 s 6;

(32) RCW74.46.600 (Billing period) and 1980 c 177 s 60;

(33) RCW 74.46.610 (Billing procedure--Rules) and 1998 ¢ 322 s 32,
1983 1st ex.s. ¢ 67 s 33, & 1980 c 177 s 61,

(34) RCW74.46.620 (Paynent) and 1998 ¢ 322 s 33 & 1980 ¢ 177 s 62;

(35) RCW74.46.625 (Suppl enental paynents) and 1999 ¢ 392 s 1;

(36) RCW74.46.630 (Charges to patients) and 1998 ¢ 322 s 34 & 1980
c 177 s 63;

(37) RCW 74.46. 640 (Suspension of paynents) and 1998 c 322 s 35,
1995 1st sp.s. ¢ 18 s 112, 1983 1st ex.s. c 67 s 34, & 1980 c 177 s 64,

(38) RCW 74. 46. 650 (Term nation of paynents) and 1998 c 322 s 36 &
1980 c¢ 177 s 65;

(39) RCW 74.46.660 (Conditions of participation) and 1998 ¢ 322 s
37, 1992 ¢ 215 s 1, 1991 sp.s. ¢ 8 s 13, & 1980 c 177 s 66;

(40) RCW74. 46. 680 (Change of ownership--Assignnent of departnent's
contract) and 1998 ¢ 322 s 38, 1985 c 361 s 2, & 1980 c 177 s 68;
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(41) RCW74.46.690 (Change of ownership--Final reports--Settlenent)
and 1998 c¢ 322 s 39, 1995 1st sp.s. ¢ 18 s 113, 1985 c 361 s 3, 1983
1st ex.s. ¢ 67 s 36, & 1980 c 177 s 69;

(42) RCW 74.46.700 (Resident personal funds--Records--Rules) and
1991 sp.s. ¢ 8 s 19 & 1980 c 177 s 70;

(43) RCW 74.46. 711 (Resident personal funds--Conveyance upon death
of resident) and 2001 1st sp.s. ¢ 8 s 14 & 1995 1st sp.s. ¢ 18 s 69;

(44) RCW 74.46. 770 (Contractor appeal s--Chall enges of |aws, rules,
or contract provisions--Challenge based on federal |aw) and 1998 ¢ 322
s 40, 1995 1st sp.s. ¢ 18 s 114, 1983 1st ex.s. ¢ 67 s 39, & 1980 c 177
s 77;

(45) RCW 74. 46. 780 (Appeal s or exception procedure) and 1998 c 322
s 41, 1995 1st sp.s. ¢ 18 s 115, 1989 ¢ 175 s 159, 1983 1st ex.s. c 67
s 40, & 1980 c 177 s 78;

(46) RCW74.46.790 (Denial, suspension, or revocation of |icense or
provi sional license--Penalties) and 1980 ¢ 177 s 79;

(47) RCW 74.46.820 (Public disclosure) and 2005 ¢ 274 s 356, 1998
Cc 322 s 43, 1985 c¢ 361 s 14, 1983 1st ex.s. ¢ 67 s 41, & 1980 c 177 s
82;

(48) RCW74.46.900 (Severability--1980 ¢ 177) and 1980 c 177 s 93;

(49) RCW 74.46.901 (Effective dates--1983 1st ex.s. ¢ 67; 1980 c
177) and 1983 1st ex.s. ¢ 67 s 49, 1981 1st ex.s. ¢ 2 s 10, & 1980 c
177 s 94,

(50) RCW 74.46.902 (Section captions--1980 ¢ 177) and 1980 ¢ 177 s
89;

(51) RCW74.46.905 (Severability--1983 1st ex.s. ¢ 67) and 1983 1st
ex.s. ¢ 67 s 43; and

(52) RCW 74.46.906 (Effective date--1998 ¢ 322 88 1-37, 40-49, and
52-54) and 1998 c¢ 322 s 55.

NEW SECTION. Sec. 22. The followng acts or parts of acts are
each repeal ed, effective July 1, 2011: RCW74.46.433 (Variable return
conponent rate allocation) and 2010 1st sp.s. ¢ ... (SSB 6872) s 4,
2006 c 258 s 3, 2001 1st sp.s. ¢ 8 s 6, & 1999 ¢ 353 s 9.

NEW SECTION. Sec. 23. This act is necessary for the immedi ate
preservation of the public peace, health, or safety, or support of the
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state governnent and its existing public institutions, and takes effect
July 1, 2010.

Passed by the Senate April 13, 2010.

Passed by the House April 13, 2010.

Approved by the Governor My 4, 2010, wth the exception of
certain itens that were vetoed.

Filed in Ofice of Secretary of State May 5, 2010.

Note: Governor's explanation of partial veto is as follows:

"I am returning herewith, wthout ny approval as to Section 6,
Engrossed Substitute Senate Bill 6872 entitl ed:

"AN ACT Rel ating to nmedicaid nursing facility paynents."
This bill makes several changes to the nursing facility rate statute.

Section 6 of this bill would reduce the financing allowance from 10
percent to 4 percent for assets purchased prior to May 17, 1999 and
from8.5 percent to 4 percent for assets purchased on or after May 17,
1999. These retroactive reductions in return on investnents would
apply to owners the state previously had urged to upgrade their
facilities. Such changes could make additional needed investnents
unl i kel y.

For these reasons | have vetoed Section 6 of Engrossed Substitute
Senate Bill 6872.

Wth the exception of Section 6, Engrossed Substitute Senate Bill 6872
is approved. "
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