CERTI FI CATI ON OF ENROLLMENT

HOUSE BI LL 2042

Chapter 3, Laws of 2013

63rd Legislature

2013 2nd Speci al

Sessi on

NURSI NG FACI LI TY MEDI CAl D PAYMENT SYSTEM

EFFECTI VE DATE: 07/01/13

Passed by the House June 23, 2013
Yeas 76 Nays 10

FRANK CHOPP

Speaker of the House of Representatives

Passed by the Senate June 23, 2013
Yeas 41 Nays 7

BRAD OVEN

Presi dent of the Senate
Approved June 28, 2013, 3:04 p.m

JAY | NSLEE

Governor of the State of Washi ngton

CERTI FI CATE

I, Barbara Baker, Chief derk of
the House of Representatives of
the State of Washington, do hereby
certify that the attached is HOUSE
Bl LL 2042 as passed by the House of
Representatives and the Senate on
t he dates hereon set forth.

BARBARA BAKER
Chief derk

FI LED
June 28, 2013

Secretary of State
State of Washi ngton



a1 A W DN P

©O© 00 N O

10
11
12
13
14
15
16
17
18
19

HOUSE BI LL 2042

Passed Legislature - 2013 2nd Speci al Sessi on
State of WAshi ngton 63rd Legislature 2013 Regul ar Session
By Representatives Cody, Hunter, and Sullivan

Read first tinme 04/18/13. Referred to Commttee on Appropriations.

AN ACT Relating to nodifying the nursing facility nedi caid paynent
system by del ayi ng the rebase of certain rate conponents and extendi ng
certain rate add-ons; anmending RCW74.46.431 and 74.46.501; creating a
new section; 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 2011 1st sp.s. ¢ 7 s 1 are each anended
to read as foll ows:

(1) Nursing facility nedicaid paynent rate allocations shall be
facility-specific and shall have six conponents: Direct care, therapy
care, support services, operations, property, and financing all owance.
The departnment shall establish and adjust each of these conponents, as
provided in this section and elsewhere in this chapter, for each
medi caid nursing facility in this state.

(2) Conponent 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
set up or in use. Conponent rate allocations in operations, property,
and financing allowance for essential community providers shall be
based upon a mninmum facility occupancy of eighty-seven percent of

p. 1 HB 2042. SL
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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 small nonessential community providers shall be based
upon a mninmum facility occupancy of ninety-two percent of |icensed
beds, regardl ess of how nany beds are set up or in use. Conponent rate
al l ocations in operations, property, and financing allowance for |arge
nonessential comunity providers shall be based upon a mninumfacility
occupancy of ninety-five percent of |icensed beds, regardl ess of how
many beds are set up or in use. For all facilities, the conponent rate

allocation in direct care shall be based wupon actual facility
occupancy. The nedian cost |imts wused to set conponent rate
allocations shall be based on the applicable mninmm occupancy
percentage. In 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
all ocation under RCW 74.46.521(3), the departnent shall apply the
m nimum facility occupancy adjustnent before creating the array of
facilities' adjusted general operations costs per adjusted resident
day.

(3) Information and data sources used in determning nedicaid
paynent rate allocations, including formulas, procedures, cost report
periods, resident assessnent instrunment formats, resident assessnent
nmet hodol ogi es, and resident classification and case mx weighting
met hodol ogi es, may be substituted or altered from tinme to tine 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
be rebased, so that adjusted cost report data for cal endar year 2007 is
used for July 1, 2009, through June 30, ((2643)) 2015. Beginning July
1, ((2633)) 2015, the direct care conponent rate allocation shall be
rebased biennially during every odd-nunbered year thereafter using
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adj usted cost report data fromtwo years prior to the rebase period, so
adj usted cost report data for cal endar year ((2064%)) 2013 is used for
July 1, ((2643)) 2015, through June 30, ((2645)) 2017, 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 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.
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, ((2643)) 2015.
Beginning July 1, ((2643)) 2015, the therapy care conponent rate
all ocation shall be rebased biennially during every 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 ((264%1))
2013 is used for July 1, ((2633)) 2015, through June 30, ((2645)) 2017,
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 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 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

p. 3 HB 2042. SL
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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, ((2643))
2015. Beginning July 1, ((2643)) 2015, the support services conponent
rate allocation shall be rebased biennially during every odd-nunbered
year thereafter using adjusted cost report data fromtwo years prior to
the rebase period, so adjusted cost report data for calendar year
((26331)) 2013 is wused for July 1, ((20643)) 2015, through June 30,
((2635)) 2017, 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 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 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
2007 is wused for July 1, 2009, through June 30, ((2643)) 2015.
Beginning July 1, ((2643)) 2015, the operations care conponent rate
all ocation shall be rebased biennially during every odd-nunbered year
thereafter using adjusted cost report data fromtwo years prior to the
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rebase period, so adjusted cost report data for cal endar year ((2641))
2013 is used for July 1, ((2633)) 2015, through June 30, ((2645)) 2017,
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 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
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 c 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 departnent shall establish in rule procedures, principles,
and conditions for determning conponent rate allocations for
facilities in circunstances not directly addressed by this chapter,
including but not limted to: Inflation adjustnents for partial -period
cost report data, newy constructed facilities, existing facilities
entering the nedicaid 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
nunmber 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
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.

p. 5 HB 2042. SL
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(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 all owance rate
al I ocati on.

Sec. 2. RCW74.46.501 and 2011 1st sp.s. ¢ 7 s 6 are each anended
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.

(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

HB 2042. SL p. 6
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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 i ndexes, 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 ni nrum data set 3.0 and inplenentation of resource utilization group
IV for July 1, ((264%)) 2013, through June 30, ((2643)) 2015, the
departnment shall calculate rates using the nedicaid average case m X
scores effective for January 1, ((26%%)) 2013, 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,
((2643)) 2015, direct care cost per case mx unit shall be cal cul ated
by wutilizing ((263%)) 2013 direct care costs, patient days, and
((26331)) 2013 facility average case m x indexes based on the m ni num
data set 3.0 resource utilization group IV grouper 57. Qherwise, a
facility's nmedicaid 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.

(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

p. 7 HB 2042. SL
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rates shall utilize case m x averages fromthe QOctober 1, 2009, through
March 31, 2010, cal endar quarters, and so forth.

NEW SECTION. Sec. 3. (1) For fiscal years 2014 and 2015 and
subj ect to appropriation, the departnent of social and health services
shall do a conparative analysis of the facility-based paynent rates
calculated on July 1, 2013, using the paynent nethodol ogy defined in
chapter 74.46 RCW to the facility-based paynent rates in effect June
30, 2010. If the facility-based paynent rate calculated on July 1,
2013, is smaller than the facility-based paynent rate on June 30, 2010,
the difference shall be provided to the individual nursing facilities
as an add-on paynent per nedicaid 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 chapter 74.46 RCWis greater than the direct care rate
in effect on June 30, 2010, then the facility shall 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 settlenment process provided in RCW
74. 46.022(6) .

NEW SECTION. Sec. 4. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
July 1, 2013.

Passed by the House June 23, 2013.

Passed by the Senate June 23, 2013.

Approved by the Governor June 28, 2013.

Filed in Ofice of Secretary of State June 28, 2013.
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