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ENGROSSED SUBSTI TUTE SENATE BI LL 5581

Passed Legislature - 2011 1st Special Session
State of WAshi ngton 62nd Legi sl ature 2011 1st Speci al Session

By Senate Ways & Means (originally sponsored by Senators Keiser
Parl ette, Hargrove, Shin, Conway, and Kline)

READ FI RST TI ME 04/ 01/ 11.

AN ACT Relating to nursing hones; anending RCW 74.46.431,
74.46.435, 74.46.437, 74.46.485, 74.46.496, 74.46.501, 74.46.506,
74.46. 515, and 74.46.521; reenacting and anendi ng RCW 43. 84. 092; addi ng
a new section to chapter 74.46 RCW adding a new chapter to Title 74
RCW creating a new section; repealing RCW 74.46.433; prescribing
penal ties; providing an effective date; and decl ari ng an energency.

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

Sec. 1. RCW74.46.431 and 2010 1st sp.s. ¢ 34 s 3 are each anended
to read as foll ows:

(1) Nursing facility nedicaid paynent rate allocations shall be
facility-specific and shall have ((sewver)) six conponents: Direct
care, therapy <care, support services, operations, property, and
financing all owance( (——anrd—variable—return)). The departnent shal
establish and adjust each of these conponents, as provided in this
section and elsewhere in this chapter, for each nedicaid nursing
facility inthis state.

(2) Conmponent rate allocations in therapy care and support services
for all facilities shall be based upon a mninumfacility occupancy of
ei ghty-five percent of |icensed beds, regardl ess of how many beds are

p. 1 ESSB 5581. SL
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set up or in use. Conponent rate allocations in operations, property,
and financing allowance for essential community providers shall be
based upon a mninum facility occupancy of ((erghty—+ive)) eighty-seven
percent of |icensed beds, regardl ess of how nmany beds are set up or in
use. Conmponent rate allocations in operations, property, and financing
al l onance for small nonessential community providers shall be based
upon a mninmumfacility occupancy of ((#a+nhety)) ninety-two percent of
licensed beds, regardless of how nmany beds are set up or in use.
Conmponent rate allocations in operations, property, and financing
al l onance for |arge nonessential community providers shall be based
upon a mninumfacility occupancy of ((Rtrety—twoe)) ninety-five percent
of licensed beds, regardless of how many beds are set up or in use
For all facilities, the conponent rate allocation in direct care shal
be based upon actual facility occupancy. The nmedian cost limts used
to set conponent rate allocations shall be based on the applicable
m ni num occupancy percentage. In determning each facility's therapy
care conponent rate allocation under RCW 74.46.511, the departnent
shal | apply the applicable mninmumfacility occupancy adjustnment before
creating the array of facilities' adjusted therapy costs per adjusted
resident day. In determning each facility's support services
conponent rate allocation under RCW74. 46.515(3), the departnent shal
apply the applicable mninmum facility occupancy adjustnent before
creating the array of facilities' adjusted support services costs per
adj usted resident day. In determining each facility's operations
conponent rate allocation under RCW74. 46.521(3), the departnent shal
apply the mninmum facility occupancy adjustnent before creating the
array of facilities' adjusted general operations costs per adjusted
resi dent day.

(3) Information and data sources used in determning nedicaid
paynment rate allocations, including fornulas, 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 tine 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.
Effective July 1, 2009, the direct care conponent rate allocation shal

he rehased, {((usthrgtheadiustedcost—report—datafor—thecalendar—vyear

ESSB 5581. SL p. 2
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twe —years—i-mrediately—preceding—the—rate—rebase—perioed)) so that
adj usted cost report data for calendar year 2007 is used for July 1,
2009, through June 30, ((26%2)) 2013. Beginning July 1, ((26%2)) 2013,
the direct care conponent rate allocation shall be rebased biennially
during every ((evennurbered)) odd-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 ((206408)) 2011 is used for
July 1, ((26%2)) 2013, through June 30, ((26%4)) 2015, and so forth.

(b) 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 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 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.
Effective July 1, 2009, the therapy care conponent rate allocation
shall be cost rebased, so that adjusted cost report data for cal endar
year 2007 is used for July 1, 2009, through June 30, ((26%2)) 2013.
Beginning July 1, ((26%2)) 2013, the therapy care conponent rate
al l ocation shall be rebased biennially during every ((evenr—rurbered))
odd- nunbered year thereafter using adjusted cost report data fromtwo
years prior to the rebase period, so adjusted cost report data for
cal endar year ((2646)) 2011 is used for July 1, ((26%2)) 2013, through
June 30, ((26%4)) 2015, and so forth.

(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

p. 3 ESSB 5581. SL



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwMNDNDNDDNMNDNMDDNMNMNDNMDMNMNMNMDNEPRPPRPEPRPRPRPPRPEPRPERPPRPRE
0O N Ol A W NPEFP O OOWwuNOD O P WNEPEOOOWOOWwWNO O~ owDNDE. o

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 six
months. Effective July 1, 2009, the support services conponent rate
al l ocation shall be cost rebased, so that adjusted cost report data for
cal endar year 2007 is used for July 1, 2009, through June 30, ((26%2))
2013. Beginning July 1, ((26%42)) 2013, the support services conponent
rate allocation shall be rebased biennially during every ((even—
Aaurbered) ) odd- nunbered year thereafter using adjusted cost report data
fromtwo years prior to the rebase period, so adjusted cost report data
for calendar year ((2640)) 2011 is used for July 1, ((26%2)) 2013
t hrough June 30, ((2644)) 2015, 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
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 econonic 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.
Effective July 1, 2009, the operations conponent rate allocation shal
be cost rebased, so that adjusted cost report data for cal endar year

ESSB 5581. SL p. 4
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2007 is wused for July 1, 2009, through June 30, ((2642)) 2013.
Beginning July 1, ((2642)) 2013, the operations care conponent rate
al l ocation shall be rebased biennially during every ((evenr—rurbered))
odd- nunbered year thereafter using adjusted cost report data fromtwo
years prior to the rebase period, so adjusted cost report data for
cal endar year ((2646)) 2011 is used for July 1, ((26%2)) 2013, through
June 30, ((26%4)) 2015, 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
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.

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

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

(10) The departnent shall establish in rule procedures, principles,
and conditions, including necessary threshold costs, for adjusting

p. 5 ESSB 5581. SL
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rates to reflect capital inprovenents or new requirenents inmposed by
the departnent or the federal governnent. Any such rate adjustnents
are subject to the provisions of RCW 74. 46. 421.

(11) Effective July 1, 2010, there shall be no rate adjustnent for
facilities with banked beds. For purposes of calculating mninmm
occupancy, licensed 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 allowance rate
al I ocati on.

Sec. 2. RCW74.46.435 and 2010 1st sp.s. ¢ 34 s 5 are each anended
to read as foll ows:

(1) The property conponent rate allocation for each facility shal
be determned by dividing the sum of the reported allowable prior
peri od actual depreciation, subject to departnment 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 in the prior period or resident days as
cal cul ated on ((etghty—+f+ve)) eighty-seven percent facility occupancy
for essential comunity providers, ((nA+-hety)) ninety-two percent
occupancy for small nonessential comunity providers, or ((A+hrety—twe))
ninety-five percent facility occupancy for | arge nonessenti al conmunity
provi ders. If a capitalized addition or retirenent of an asset wll
result in a different licensed bed capacity during the ensuing 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
departnent, in reaching its decision, shall take into consideration

ESSB 5581. SL p. 6
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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) The property conponent rate allocations <calculated in
accordance with this section shall be adjusted to the extent necessary
to comply with RCW 74. 46. 421.

Sec. 3. RCW74.46.437 and 2001 1st sp.s. ¢ 8 s 8 are each anended
to read as foll ows:

(1) ((Beginning—Jduly—1—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) ((EHeet+ve—duby—3-—20601-)) The financing allowance ((shatH-
be)) is determned by multiplying the net invested funds of each
facility by ((-28)) .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 ((etghty—++ve)) eighty-seven percent

facility occupancy((—EHeetiveJuly—31,—2002—thefhanetng—altowance
conponent—rate—aHocat-on—for—abH-—faetrHties——sother—than—essent+al

revi-ew—approval——proer—to—May—14-—1999)) for essential _comunity
providers, ninety-two percent facility occupancy for small nonessenti al
community providers, or ninety-five percent occupancy for large
nonessential comunity providers. | a capitalized addition,
renovation, replacenent, or retirenment 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

p. 7 ESSB 5581. SL
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or ((etghty—+ive)) eighty-seven percent of the new I|icensed bed
capacity for essential comunity providers, ninety-two percent facility
occupancy for small nonessential conmunity providers, or ninety-five
percent occupancy for large nonessential conmmunity providers.
( (BHeettve—duby—1+-—2802——ftor —alH—fFaet+t+es——ether —than—essent+al
ComHH-y — providers— —the —total —restdent —days—used —to—compute—the
Hraanetng — aHowance — abber — a — capttabtzed — addi-ti-on— — renovation—
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 nethods referred to in ((REOAWF446-330—74-46-350+
#446-360—74-46-370—and—74-46-380)) departnent rule, including owned
and | eased assets, shall be utilized, except that the capitalized cost
of land upon which the facility is |ocated and such other contiguous
| and which is reasonabl e and necessary for use in the regul ar course of
providing resident care ((shatt)) nust al so be included. Subject to
provisions and limtations contained in this chapter, for |I|and
purchased by owners or |essors before July 18, 1984, capitalized cost
of land ((shal—be)) is the buyer's capitalized cost. For all partia
or whole rate periods after July 17, 1984, if the land is purchased
after July 17, 1984, capitalized cost ((shalt—be)) is that of the owner
of record on July 17, 1984, or buyer's capitalized cost, whichever is
lower. In the case of |leased facilities where the net invested funds
are unknown or the contractor is wunable to provide necessary
information to determne net invested funds, the secretary ((shatH
have)) has the authority to determ ne an anount for net invested funds
based on an appraisal conducted according to ((RSAW-7446-360(1)))
departnent rule.

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

ESSB 5581. SL p. 8
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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—
o _ 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 conply with RCW 74. 46. 421.

Sec. 4. RCW74.46.485 and 2010 1st sp.s. ¢ 34 s 9 are each anended
to read as foll ows:

(1) The departnent shall:

(a) Employ 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.
The departnent may adjust the case mi x index for any of the | owest ten
resource utilization group categories beginning with PA1 through PE2 to
any case mx index that aids in achieving the purpose and intent of RCW
74. 39A. 007 and cost-efficient care; 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 sem annual rate settings follow ng the date of m ni num
data set 3.0 inplenentation a previously established sem annual case
m x adj ustnent established for the sem annual rate settings that wl|
be used for sem annual case mx calculations in direct care until
m nimum data set 3.0is fully inplenented. ((AHer—thedepartrent—has
Fo-y—plerented—mnbmum-data—set —3-0—Hnust—adjust—any—sem-annual-
rate—setHng—+n—wh-eh—H- —used —the —previousty —estabbi-shed —ease—natx
adf ust nent using the new mni mumdata set 3.0 data.))

(2) A default case mx group shall be established for cases in
which the resident dies or is discharged for any purpose prior to

p. 9 ESSB 5581. SL
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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 wei ght for these cases shall be designated
by the departnent.

Sec. 5. RCW 74.46.496 and 2010 1st sp.s. ¢ 34 s 10 are each
anmended to read as foll ows:

(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 fromresident 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 provided
in this section.

(2) The case m x weights shall be based on the average m nutes per
regi stered nurse, |icensed practical nurse, and certified nurse aide,
for each case mx group, and using the United States departnent of
health and human services ((4995)) nursing facility staff tinme

measur enent study ((stemngfromits—mitistatenursinghore—ecasemx
and—guabty—derpnstration—proteet)). Those m nutes shall be wei ghted

by statewide ratios of registered nurse to certified nurse aide, and
licensed practical nurse to certified nurse aide, wages, including
salaries and benefits, which shall be based on ((2995)) 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 mx group in
the resource wutilization group ((++)) classification system by
mul tiplying the wage weight for each worker classification by the
average nunber of mnutes that classification of worker spends caring

ESSB 5581. SL p. 10
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for a resident in that resource utilization group ((+H4))
classification group, and sunm ng the products;

(c) Assign ((a)) the |lowest case mx weight ((e+—30860)) to the
resource utilization group ((H+—elassitiecatiengroup)) Wth the | owest
total weighted m nutes and cal culate case m x weights by dividing the
| onest group's total weighted mnutes into each group's total weighted
m nut es and roundi ng wei ght cal cul ations to the third deci mal pl ace.

(4) The case m x weights inthis state may be revised if the United
States departnment of health and human services updates its nursing
facility staff tinme nmeasurenent studies. The case m x weights shall be
revised, but only when direct care conponent rates are cost-rebased as
provi ded 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. 6. RCW 74.46.501 and 2010 1st sp.s. ¢ 34 s 11 are each
anmended to read as foll ows:

(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 |imtations 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).

(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.

p. 11 ESSB 5581. SL
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(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.

(4) In determ ning the nunber of days a resident is classified into
a particular case m x group, the departnent shall determne a start
date for cal cul ating case m x groupi ng periods as specified by rule.

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

(6)(a) Although the facility average and the nedicaid average case
m x indexes shall both be calculated quarterly, the cost-rebasing
period facility average case mx index wll be used throughout the
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 l owabl e cost per case mx unit. To _allow for_ the transition_to
m ninum data set 3.0 _and inplenentation of resource utilization group
IV _for_ July 1, 2011, through_ June_ 30, 2013, the_ departnent shall
calculate rates_using the nedicaid _average case m x_scores effective
for January 1, 2011, rates adjusted under RCW 74.46.485(1)(a), and the
scores shall be increased each six nonths during the transition period
by one-half _of one percent._ The July 1, 2013, direct care cost per
case mx unit shall be calculated by utilizing 2011 direct care costs,
patient days, and 2011 facility average_case m x i ndexes based on the
mnimum data set 3.0 resource_ utilization group_ IV grouper 57. A
facility's nedicaid average case m x index shall be used to update a
nursing facility's direct care conponent rate 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 cal endar quarters of the facility's average case m x i ndexes
fromthe four cal endar quarters occurring during the cost report period
used to rebase the direct care conponent rate allocations as specified
in RCW74. 46. 431.
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(c) The nedicaid average case mx index used to update or
recalibrate a nursing facility's direct care conponent rate
sem annually shall be from the cal endar six-nonth period conmencing
nine nonths prior to the effective date of the sem annual rate. For
exanple, July 1, 2010, through Decenber 31, 2010, direct care conponent
rates shall utilize case m x averages fromthe QOctober 1, 2009, through
March 31, 2010, cal endar quarters, and so forth.

Sec. 7. RCW 74.46.506 and 2010 1st sp.s. ¢ 34 s 12 are each
anmended to read as foll ows:

(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 conponent rate includes el enents of case m x
determ ned consistent with the principles of this section and other
applicabl e provisions of this chapter.

(2) The departnent shall determ ne and update sem annually for each
nursing facility serving nedicaid residents a facility-specific per-
resident day direct care conponent rate allocation, to be effective on
the first day of each six-nonth period. In determning direct care
conponent rates the departnment shall wutilize, as specified in this
section, mninmdata 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) The departnent shall rebase each nursing facility's direct care
conponent rate allocation as described in RCW 74.46.431, adjust its
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direct care conponent rate allocation for economc trends and
conditions as described in RCW 74.46.431, and update its nedicaid
average case m x index as described in RCW 74.46.496 and 74.46. 501,
consistent with the foll ow ng:

(a) 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 sane report period, to derive the
facility's all owabl e direct care cost per resident day;

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

(d) Divide nursing facilities into at least two and, if applicable,
three peer groups: Those |ocated in nonurban counties; those |ocated
in high | abor-cost counties, if any; and those |ocated in other urban
counti es;

(e) Array separately the allowable direct care cost per case mx
unit for all facilities in nonurban counties; for all facilities in
hi gh | abor-cost counties, if applicable; and for all facilities in
ot her urban counties, and determ ne the nedian allowable direct care
cost per case mx unit for each peer group;

(f) Determ ne each facility's sem annual direct care conponent rate
as follows:

(1) Any facility whose all owabl e cost per case mx unit is greater
than one hundred ((twelve)) ten percent of the peer group nedian
establ i shed under (e) of this subsection shall be assigned a cost per
case m x unit equal to one hundred ((+welve)) ten 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 mix unit nultiplied by
that facility's nedicaid average case mx index from the applicable
si x-nonth period specified in RCW74.46.501(6)(c);

(ii) Any facility whose allowable cost per case mx unit is |less
than or equal to one hundred ((+welve)) ten percent of the peer group
medi an established under (e) of this subsection shall have a direct

ESSB 5581. SL p. 14
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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
mx index from the applicable six-nonth period specified in RCW
74.46.501(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 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. 8. RCW 74.46.515 and 2010 1st sp.s. ¢ 34 s 15 are each
anmended to read as foll ows:

(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) The departnent shall determ ne each nedicaid nursing facility's
support services conponent rate allocation 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 determi 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 w thin urban
counties, and for those | ocated wi 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
costs fromthe applicable cost report period or the adjusted nedi an per
resident day support services cost for that facility's peer group,
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ei t her urban counties or nonurban counties, plus ((+er)) eight 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. 9. RCW 74.46.521 and 2010 1st sp.s. ¢ 34 s 16 are each
anmended to read as foll ows:

(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 nmanagenment, 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) The departnent shall determ ne each nedicaid nursing facility's
operations conponent rate allocation using cost report data specified
by RCW 74.46.431(7)(a). Qperations conponent rates for essential
community providers shall be based upon a mninmm occupancy of
((etghty—+ive)) eighty-seven percent of licensed beds. Qper ati ons
conponent rates for small nonessential community providers shall be
based upon a m ninmum occupancy of ((A+hrety)) ninety-two percent of
i censed beds. QOperations conponent rates for |arge nonessenti al
community providers shall be based upon a mninmm occupancy of
((Anety—two)) ninety-five percent of |icensed beds.

(3) For all calculations and adjustnents in this subsection, the
departnment shall use the greater of the facility's actual occupancy or
an ((+rputed)) occupancy equal to ((etghty-—++ve)) eighty-seven percent
for essential comunity providers, ((AHhrety)) ninety-two percent for
smal | nonessential community providers, or ((rHRety—twe)) ninety-five
percent for |arge nonessential conmmunity providers. To determ ne each
facility's operations conponent rate the departnent shall:

(a) Array facilities' adjusted general operations costs per
adj usted resident day, as determ ned by dividing each facility's total
al | onabl e operations cost by its adjusted resident days for the sane
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report period for facilities located within urban counties and for
those located wthin nonurban counties and determne the nedian
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 for m ninmm
occupancy; or

(11) 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) 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.

NEW SECTION. Sec. 10. A newsection is added to chapter 74.46 RCW
to read as foll ows:

(1) The departnent shall establish a skilled nursing facility
saf ety net assessnent nedicaid share pass through or rate add-on to
rei nburse the nedicaid share of the skilled nursing facility safety net
assessnent as a nedicaid all owable cost consistent wwth section 15 of
this act. This add-on shall not be considered an allowable cost for
future year cost rebasing.

(2) As of the effective date of this section, supplenental paynents
to rei mburse nedicaid expenditures, including an anount to reinburse
the nedicaid share of the skilled nursing facility safety net
assessnment, not to exceed the annual nedi care upper paynent limt, nust
be provided for all years when the skilled nursing facility safety net
assessnent is |levied, consistent with section 15 of this act. These
suppl emental paynents, at a mninmm nust be sufficient to reinburse
t he nedi caid share of the assessnent for those paying the assessnent.
The part of these supplenental paynents that reinburses the nedicaid
share of the assessnent are not subject to the reconciliation and
settl enment process provided in RCW74. 46. 022(6) .

NEW SECTION. Sec. 11. (1) For fiscal years 2012 and 2013 and
subj ect to appropriation, the departnent of social and health services
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shall do a conparative analysis of the facility-based paynent rates
calculated on July 1, 2011, using the paynent nethodol ogy defined in
chapter 74.46 RCWas nodified by sections 1 through 9 of this act, to
the facility-based paynent rates in effect June 30, 2010. If the
facility-based paynent rate calculated on July 1, 2011, is smaller than
the facility-based paynent rate on June 30, 2011, the difference shal
be provided to the individual nursing facilities as an add-on paynent
per mnedi caid resident day.

(2) During the conparative analysis performed in subsection (1) of
this section, if it is found that the direct care rate for any facility
cal cul ated under sections 1 through 9 of this act is greater than the
direct care rate in effect on June 30, 2010, then the facility shal
receive a ten percent direct care rate add-on to conpensate that
facility for taking on nore acute clients than they have in the past.

(3) The rate add-ons provided in subsection (2) of this section are
subject to the reconciliation and settl enment process provided in RCW
74. 46.022(6) .

NEW SECTI ON.  Sec. 12. PURPOSE, FI NDI NGS, AND | NTENT. (1) It is
the intent of the legislature to encourage maxi m zation of financial
resources eligible and available for nedicaid services by establishing
the skilled nursing facility safety net trust fund to receive skilled
nursing facility safety net assessnments to use in securing federal
mat chi ng funds under federally prescribed prograns avail abl e through
the state nedicaid plan.

(2) The purpose of this chapter is to provide for a safety net
assessnment on certain Washington skilled nursing facilities, which wl|
be used solely to support paynents to skilled nursing facilities for
medi cai d servi ces.

(3) The legislature finds that:

(a) Washington skilled nursing facilities have proposed a skilled
nursing facility safety net assessnent to generate additional state and
federal funding for the nedicaid program which will be used in part to
restore recent reductions in skilled nursing facility reinbursenent
rates and provide for an increase in nedicaid rei nbursenent rates; and

(b) The skilled nursing facility safety net assessnent and skill ed
nursing facility safety net trust fund created in this chapter allows
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the state to generate additional federal financial participation for
the nedicaid program and provides for increased reinbursenent to
skilled nursing facilities.

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

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

(b) That funds generated by the assessnent, including matching
federal financial participation, shall not be used for purposes other
than as specified in this chapter;

(c) That the total anpbunt assessed not exceed the anbunt needed, in
conbination wth all other available funds, to support the
rei nbursenent rates and other paynments authorized by this chapter,
i ncl udi ng paynents under section 15 of this act; and

(d) To condition the assessnent and use of the resulting funds on
receiving federal approval for receipt of additional federal financial
partici pation.

NEW SECTION. Sec. 13. DEFIN TI ONS. The definitions in this
section apply throughout this chapter unless the context clearly
requi res otherw se.

(1) "Certain high volunme nedicaid nursing facilities" neans the
fewest nunber of facilities necessary with the highest nunber of
medi cai d days or total patient days annually to neet the statistica
redistribution test at 42 CF. R Sec. 433.68(e)(2).

(2) "Continuing care retirenment community" neans a facility that
provi des a continuum of services by one operational entity or rel ated
or gani zati on providing i ndependent |iving services, or boarding honme or
assisted living services under chapter 18.20 RCW and skilled nursing
servi ces under chapter 18.51 RCWin a single contiguous canpus. The
nunmber of |icensed nursing honme beds nust be sixty percent or |ess of
the total nunber of beds available in the entire continuing care
retirement conmunity. For purposes of this subsection "contiguous"
means | and adjoining or touching other property held by the sane or
related organi zation i ncluding | and di vi ded by a public road.

(3) "Deductions from revenue" nmeans reductions from gross revenue
resulting from an inability to collect paynent of charges. Such
reductions include bad debt, contractual adjustnents, policy discounts
and adj ustnents, and ot her such revenue deducti ons.

p. 19 ESSB 5581. SL
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(4) "Departnment” neans the departnent of social and health
servi ces.

(5) "Fund" neans the skilled nursing facility safety net trust
fund.

(6) "Hospital based" neans a nursing facility that is physically
part of, or contiguous to, a hospital. For purposes of this subsection
"contiguous" has the sane neaning as in subsection (2) of this section.

(7) "Medicare patient day" neans a patient day for nedicare
beneficiaries on a nedicare part A stay, nedicare hospice stay, and a
pati ent day for persons who have opted for managed care coverage using
their medicare benefit.

(8) "Medicare upper paynent limt" neans the limtation established
by federal regulations, 42 C F.R Sec. 447.272, that disallows federal
mat ching funds when state nedicaid agencies pay certain classes of
nursing facilities an aggregate anount for services that would exceed
t he ambunt that would be paid for the same services furnished by that
class of nursing facilities under nedi care paynent principles.

(9) "Net resident service revenue" neans (gross revenue from
services to nursing facility residents | ess deductions from revenue.
Net resident service revenue does not include other operating revenue
or nonoperating revenue.

(10) "Nonexenpt nursing facility” nmeans a nursing facility that is
not exenpt fromthe skilled nursing facility safety net assessnent.

(11) "Nonoperating revenue" neans inconme from activities not
relating directly to the day-to-day operations of an organization.
Nonoperating revenue includes such itens as gains on disposal of a
facility's assets, dividends, and interest fromsecurity investnents,
gifts, grants, and endowrents.

(12) "Nursing facility,"” "facility,” or "skilled nursing facility"
has the sane neaning as "nursing home" as defined in RCW18. 51. 010.

(13) "Other operating revenue" neans inconme from nonresident care
services to residents, as well as sales and activities to persons ot her
than residents. It is derivedin the course of operating the facility
such as providing personal |aundry service for residents or from ot her
sources such as neals provided to persons other than residents,
personal tel ephones, gift shops, and vendi ng machi nes.

(14) "Rel ated organi zation" neans an entity which is under common
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ownership and/or control with, or has control of, or is controlled by,
the contractor, as defined under chapter 74.46 RCW

(a) "Common ownership" exists when an entity is the beneficial
owner of five percent or nore ownership interest in the contractor, as
defined under chapter 74.46 RCWand any ot her entity.

(b) "Control" exists where an entity has the power, directly or
indirectly, significantly to influence or direct the actions or
policies of an organization or institution, whether or not it is
| egal |y enforceabl e and however it is exercisable or exercised.

(15) "Resident day" neans a calendar day of care provided to a
nursing facility resident, excluding nedicare patient days. Resident
days include the day of adm ssion and exclude the day of discharge. An
adm ssion and discharge on the sanme day count as one day of care
Resi dent days include nursing facility hospi ce days and excl ude bedhol d
days for all residents.

NEW SECTION.  Sec. 14. SKILLED NURSING FACILITY SAFETY NET
ASSESSMENT FUND. (1) There is established in the state treasury the
skilled nursing facility safety net trust fund. The purpose and use of
the fund shall be to receive and di sburse funds, together with accrued

interest, in accordance wth this chapter. Moneys in the fund,
including interest earned, shall not be used or disbursed for any
purposes other than those specified in this chapter. Any anounts

expended from the fund that are |later recouped by the departnent on
audit or otherw se shall be returned to the fund.

(2) The skilled nursing facility safety net trust fund nust be a
separate and continuing fund, and no noney in the fund reverts to the
state general fund at any tine. All assessnents, interest, and
penalties collected by the departnent under sections 15, 16, and 20 of
this act shall be deposited into the fund.

(3) Any noney received under sections 15, 16, and 20 of this act
must be deposited in the state treasury for credit to the skilled
nursing facility safety net trust fund, and nust be expended, to the
extent authorized by federal Ilaw, to obtain federal financial
participation in the nedicaid program and to maintain and enhance
nursing facility rates in a manner set forth in subsection (4) of this
section.

(4) Disbursenments fromthe fund may be nmade only as foll ows:
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(a) As an imredi ate pass-through or rate add-on to reinburse the
medi cai d share of the skilled nursing facility safety net assessnent as
a nedicaid al |l onabl e cost;

(b) To make nedicaid paynents for nursing facility services in
accordance wth chapter 74.46 RCWand pursuant to this chapter;

(c) To refund erroneous or excessive paynents nmade by skilled
nursing facilities pursuant to this chapter;

(d) To adm ni ster the provisions of this chapter the departnent may
expend an anount not to exceed one-half of one percent of the noney
received fromthe assessnent, and nust not exceed the anount authorized
for expenditure by the legislature for admnistrative expenses in a
fiscal year

(e) To repay the federal governnent for any excess paynents made to
skilled nursing facilities fromthe fund if the assessnents or paynent
i ncreases set forth in this chapter are deenmed out of conpliance with
federal statutes and regul ations and all appeals have been exhaust ed.
I n such a case, the departnent nay require skilled nursing facilities
recei ving excess paynents to refund the paynents in question to the
fund. The state in turn shall return funds to the federal governnent
in the sane proportion as the original financing. |If a skilled nursing
facility is unable to refund paynents, the state shall either devel op
a paynent plan or deduct noneys from future nedi caid paynents, or both;
and

(f) To increase nursing facility paynents to fund covered services
to medi caid beneficiaries within nedicare upper limts.

(5) Any positive balance in the fund at the end of a fiscal year
shall be applied to reduce the assessnent anpunt for the subsequent
fiscal year in accordance with section 16(1)(c)(i) of this act.

(6) Upon term nation of the assessnent, any anounts remaining in
the fund shall be refunded to skilled nursing facilities, pro rata
according to the amount paid by the facility, subject to |imtations of
federal |aw

NEW SECTION. Sec. 15. ASSESSMENTS. (1) I'n accordance with the
redi stribution nmethod set forth in 42 CF. R Sec. 433.68(e)(1) and (2),
the departnment shall seek a waiver of the broad-based and uniform
provi der assessnment requirenents of federal law to exclude certain
nursing facilities from the skilled nursing facility safety net
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assessment and to permt certain high volume nedicaid nursing
facilities or facilities with a high nunber of total annual resident
days to pay the skilled nursing facility safety net assessnent at a
| esser anmount per nonnedi care patient day.

(2) The skilled nursing facility safety net assessnent shall, at no
time, be greater than the maxi num percentage of the nursing facility
industry reported net patient service revenues allowed under federa
| aw or regul ation.

(3) Al skilled nursing facility safety net assessnents coll ected
pursuant to this section by the departnent shall be transmtted to the
state treasurer who shall <credit all such amunts to the skilled
nursing facility safety net trust fund.

NEW SECTION. Sec. 16. ADM NI STRATI ON AND COLLECTI ON. (1) The
departnent, in cooperation with the office of financial nmanagenent,
shall develop rules for determining the amount to be assessed to
i ndi vidual skilled nursing facilities, notifying individual skilled
nursing facilities of the assessed anobunt, and collecting the anmounts
due. Such rul e making shall specifically include provision for:

(a) Paynent of the skilled nursing facility safety net assessnent;

(b) Interest on delinquent assessnents;

(c) Adjustnent of the assessnent anobunts as fol |l ows:

(1) The assessnment amounts under section 15 of this act may be
adj usted as foll ows:

(A If sufficient other appropriated funds for skilled nursing
facilities, are available to support the nursing facility rei nbursenent
rates as authorized in the biennial appropriations act and ot her uses
and paynents permtted by sections 14 and 15 of this act wthout
utilizing the full assessnment authorized under section 15 of this act,
t he departnent shall reduce the anbunt of the assessnent to the m ni num
| evel necessary to support those reinbursenment rates and ot her uses and
payment s.

(B) So |l ong as none of the conditions set forth in section 18(2) of
this act have occurred, if the departnent's forecasts indicate that the
assessnment anounts under section 15 of this act, together with all
ot her appropriated funds, are not sufficient to support the skilled
nursing facility reinbursenment rates authorized in the biennial
appropriations act and other uses and paynents authorized under
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sections 14 and 15 of this act, the departnent shall increase the
assessnment rates to the anount necessary to support those rei nbursenent
rates and ot her paynents to the maxi num anount all owabl e under federa
| aw.

(C Any positive balance remaining in the fund at the end of the
fiscal year shall be applied to reduce the assessnment anount for the
subsequent fiscal year

(1i) Beginning July 1, 2012, any adjustment to the assessnent
anounts pursuant to this subsection, and the data supporting such
adjustnment, including but not limted to relevant data listed in
subsection (2) of this section, nust be submtted to the Washi ngton
heal th care association, and aging services of Washington, for review
and comment at |east sixty calendar days prior to inplenentation of
such adjusted assessnent anmounts. Any review and comment provi ded by
the Washington health <care association, and aging services of
Washi ngton, shall not limt the ability of either association or its
menbers to chal l enge an adjustnent or other action by the departnent
that is not made in accordance with this chapter.

(2) By Novenber 30th of each year, the departnent shall provide the
followng data to the office of financial managenent, the chair of the
fiscal conmttee of the senate and the house of representatives, the
Washi ngton heal th care associ ation, and agi ng servi ces of Washi ngton:

(a) The fund bal ance; and

(b) The ampunt of assessnent paid by each skilled nursing facility.

(3) Assessnents shall be assessed fromthe effective date of this
section.

NEW SECTION.  Sec. 17. EXCEPTIONS. (1) Subject to subsection (4)
of this section the departnent shall exenpt the follow ng nursing
facility providers from the skilled nursing facility safety net
assessnment subject to federal approval under 42 CF. R Sec
433.68(e) (2):

(a) Continuing care retirenment comunities;

(b) Nursing facilities with thirty-five or fewer |icensed beds;

(c) State, tribal, and county operated nursing facilities; and

(d) Any nursing facility operated by a public hospital district and
nursing facilities that are hospital-based.
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(2) The department shall lower the skilled nursing facility safety
net assessnment for either certain high volune nedicaid nursing
facilities or certain facilities with high resident volunes to neet the
redi stributive tests of 42 CF. R Sec. 433.68(e)(2).

(3) The departnment shall lower the skilled nursing facility safety
net assessnent for any skilled nursing facility wwth a |icensed bed
capacity in excess of two hundred three beds to the sane |evel
described in subsection (2) of this section.

(4) To the extent necessary to obtain federal approval under 42
C.F.R Sec. 433.68(e)(2), the exenptions prescribed in subsections (1),
(2), and (3) of this section may be anended by the departnent.

(5) The per resident day assessnent rate shall be the sane anount
for each affected facility except as prescribed in subsections (1),
(2), and (3) of this section.

(6) The departnment shall notify the nursing facility operators of
any skilled nursing facilities that would be exenpted fromthe skill ed
nursing facility safety net assessnent pursuant to the waiver request
submtted to the United States departnent of health and human services
under this section.

NEW SECTION. Sec. 18. CONDI TI ONS. (1) If the centers for
medi care and nedicaid services fail to approve any state plan
anmendnments or wai ver requests that are necessary in order to inplenent
the applicable sections of this chapter then the assessnent authorized
in section 16 of this act shall cease to be inposed.

(2) Nothing in subsection (1) of this section prohibits the
departnent fromworking cooperatively with the centers for nedi care and
medicaid services to secure approval of any needed state plan
anendnents or waiver requests. As provided in sections 15 and 17 of
this act, the departnent shall adjust any submtted state plan
amendnent s or wai ver requests as necessary to achi eve approval .

(3) If this chapter does not take effect or ceases to be inposed,
any noneys renmaining in the fund shall be refunded to skilled nursing
facilities in proportion to the anounts paid by such facilities.

NEW SECTI ON. Sec. 19. ASSESSMENT PART OF OPERATI NG OVERHEAD. The
i nci dence and burden of assessnents i nposed under this chapter shall be
on skilled nursing facilities and the expense associated with the
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assessnents shall constitute a part of the operating overhead of the
facilities. Skilled nursing facilities shall not item ze the safety
net assessnent on billings to residents or third-party payers.

NEW SECTI ON.  Sec. 20. ENFORCEMENT. If a nursing facility fails
to make tinely paynent of the safety net assessnent, the departnent may
seek a renedy provided by | aw, including, but not limted to:

(1) Wthhol di ng any nedi cal assi stance rei nbursenent paynents until
such time as the assessnent anount i s recovered,

(2) Suspension or revocation of the nursing facility license; or

(3) Inposition of a civil fine up to one thousand dollars per day
for each delinquent paynent, not to exceed the anount of the
assessnent.

NEW_ SECTION. Sec. 21. QUALITY |INCENTIVE PAYMENTS. (1) The
departnment and the departnment of health, in consultation with the
Washi ngton state health care association, and aging services of
Washi ngton, shall design a systemof skilled nursing facility quality
incentive paynments. The design of the systemshall be submtted to the
rel evant policy and fiscal commttees of the |egislature by Decenber
15, 2011. The systemshall be based upon the follow ng principles:

(a) Evidence-based treatnent and processes shall be used to i nprove
heal th care outcones for skilled nursing facility residents;

(b) Effective purchasing strategies to inprove the quality of
health care services should involve the wuse of comon quality
i nprovenent nmeasures, while recognizing that sone neasures nay not be
appropriate for application to facilities wth high bariatric,
behavi oral ly chal |l enged, or rehabilitation popul ati ons;

(c) Quality neasures chosen for the system should be consistent
with the standards that have been developed by national quality
i nprovenent organizations, such as the national quality forum the
federal centers for nmedicare and nedicaid services, or the federa
agency for healthcare research and quality. New reporting burdens to
skilled nursing facilities should be mnimzed by giving priority to
measures skilled nursing facilities that are currently required to
report to governnental agencies, such as the nursing home conpare
measures collected by the federal centers for nedicare and nedicaid
servi ces;
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(d) Benchmarks for each quality inprovenment neasure shoul d be set
at levels that are feasible for skilled nursing facilities to achi eve,
yet represent real inprovenents in quality and performance for a
majority of skilled nursing facilities in Washi ngton state; and

(e) Skilled nursing facilities performance and incentive paynents
shoul d be designed in a manner such that all facilities in Washington
are able to receive the incentive paynents if performance is at or
above the benchmark score set in the system established under this
section.

(2) Pursuant to an appropriation by the legislature, for state
fiscal year 2013 and each fiscal year thereafter, assessnents nay be
increased to support an additional one percent increase in skilled
nursing facility reinbursenent rates for facilities that neet the
quality incentive benchmarks established under this section.

Sec. 22. RCW 43.84.092 and 2010 1st sp.s. ¢ 30 s 20, 2010 1st
sp.s. ¢ 9s 7, 2010 c 248 s 6, 2010 ¢ 222 s 5, 2010 ¢ 162 s 6, and 2010
c 145 s 11 are each reenacted and anended to read as foll ows:

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

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

(3) Except for the provisions of RCW43.84. 160, the treasury incone
account may be utilized for the paynent of purchased banking services

p. 27 ESSB 5581. SL



© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDNDMNMDNMNDNNNMNMNdNMNPEPEPRPPRPPRPERPRPRPRPEREREPR
0O NOoO Ol W NPEFP O OOWwNOD O P WNEPEOOOOWwNOO O~ owdNDEe. o

on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynents to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

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

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The aeronautics account, the
aircraft search and rescue account, the budget stabilization account,
the capitol building construction account, the Cedar R ver channel
construction and operation account, the Central WAshi ngton University
capital projects account, the charitable, educational, penal and
reformatory institutions account, the cleanup settlenent account, the
Colunbia river basin water supply devel opnent account, the common
school construction fund, the county arterial preservation account, the
county crimnal justice assistance account, the county sales and use
tax equalization account, the deferred conpensation admnistrative
account, the deferred conpensation principal account, the departnent of
licensing services account, the departnment of retirenment systens
expense account, the developnental disabilities comrunity trust
account, the drinking water assistance account, the drinking water
assistance admnistrative account, the drinking water assistance
repaynment account, the Eastern Washington University capital projects
account, the education construction fund, the education |egacy trust
account, the election account, the energy freedom account, the energy
recovery act account, the essential rail assistance account, The
Evergreen State College capital projects account, the federal forest
revolving account, the ferry bond retirement fund, the freight
congestion relief account, the freight nobility i nvestnent account, the
freight nobility nmultinodal account, the grade crossing protective
fund, the public health services account, the health system capacity
account, the high capacity transportation account, the state higher
education construction account, the higher education construction
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account, the highway bond retirenent fund, the highway infrastructure
account, the highway safety account, the high occupancy toll |anes
operations account, the hospital safety net assessnent fund, the
i ndustrial insurance prem um refund account, the judges' retirenent
account, the judicial retirenent adm nistrative account, the judici al

retirenment principal account, the local |easehold excise tax account,
the | ocal real estate excise tax account, the |ocal sales and use tax
account, the marine resources stewardship trust account, the nedica

aid account, the nobile honme park relocation fund, the notor vehicle
fund, the notorcycle safety education account, the nultiagency
permtting team account, the nultinodal transportation account, the
muni ci pal crimnal justice assistance account, the nunicipal sales and
use tax equalization account, the natural resources deposit account,
the oyster reserve l|land account, the pension funding stabilization
account, the perpetual surveill ance and mai nt enance account, the public
enpl oyees' retirenent system plan 1 account, the public enployees’
retirement system conbined plan 2 and plan 3 account, the public
facilities construction | oan revolving account beginning July 1, 2004,
the public health supplenental account, the public transportation
systens account, the public works assistance account, the Puget Sound
capi tal construction account, the Puget Sound ferry operations account,
the Puyallup tribal settlenent account, the real estate appraiser
conm ssion account, the recreational vehicle account, the regional
mobi ity grant program account, the resource nmnagenent cost account,
the rural arterial trust account, the rural Washington | oan fund, the
site closure account, the skilled nursing facility safety net trust
fund, the small city pavenent and sidewalk account, the special
category C account, the special wildlife account, the state enpl oyees

I nsurance account, the state enpl oyees' insurance reserve account, the
state investnment board expense account, the state investnent board
comm ngl ed trust fund accounts, the state patrol highway account, the
state route nunber 520 civil penalties account, the state route nunber
520 corridor account, the supplenental pension account, the Tacona
Narrows toll bridge account, the teachers' retirenent system plan 1
account, the teachers' retirenent system conbined plan 2 and plan 3
account, the tobacco prevention and control account, the tobacco
settl enent account, the transportati on 2003 account (nickel account),
the transportation equipnent fund, the transportation fund, the
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transportation inprovenent account, the transportation inprovenent

board bond retirenment account, the transportation infrastructure
account, the transportation partnership account, the traumatic brain
injury account, the tuition recovery trust fund, the University of

Washi ngton bond retirenment fund, the University of Washi ngton buil ding
account, the urban arterial trust account, the volunteer firefighters'

and reserve officers' relief and pension principal fund, the vol unteer

firefighters' and reserve officers' admnistrative fund, the Washi ngton
judicial retirenment system account, the Wshington |aw enforcenent

officers' and firefighters' system plan 1 retirenent account, the
Washi ngton | aw enforcenent officers' and firefighters' systemplan 2
retirement account, the Wshington public safety enployees' plan 2
retirenment account, the Washi ngton school enpl oyees' retirenent system
conbi ned plan 2 and 3 account, the Washington state health insurance
pool account, the Wshington state patrol retirenment account, the
Washi ngton State University building account, the Wshington State
University bond retirenment fund, the water pollution control revol ving
fund, and the Western WAshi ngton University capital projects account.

Ear ni ngs derived frominvesting bal ances of the agricultural permanent

fund, the normal school permanent fund, the permanent common school

fund, the scientific permanent fund, and the state university pernmanent

fund shall be allocated to their respective beneficiary accounts.

(b) Any state agency that has independent authority over accounts
or funds not statutorily required to be held in the state treasury that
deposits funds into a fund or account in the state treasury pursuant to
an agreenent with the office of the state treasurer shall receive its
proportionate share of earnings based upon each account's or fund's
aver age daily bal ance for the period.

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

NEW SECTION. Sec. 23. RCW 74.46.433 (Variable return conponent
rate allocation) and 2010 1st sp.s. ¢ 34 s 4, 2006 ¢ 258 s 3, 2001 1st
Sp.s. ¢ 8s 6, &1999 ¢ 353 s 9 are each repeal ed.

NEW SECTION. Sec. 24. Except as provided in section 18 of this
act, if any provision of this act or its application to any person or
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circunstance is held invalid, the remainder of the act or the
application of the provision to other persons or circunstances is not
af f ect ed.

NEW SECTI ON.  Sec. 25. Sections 12 through 21 and 24 of this act
constitute a new chapter in Title 74 RCW

NEW SECTION. Sec. 26. This act is necessary for the immedi ate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
July 1, 2011.

Passed by the Senate May 11, 2011.

Passed by the House May 17, 2011.

Approved by the Governor May 31, 2011.

Filed in Ofice of Secretary of State June 1, 2011.
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