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ENGROSSED SUBSTI TUTE SENATE BI LL 6570

Passed Legislature - 2014 Regul ar Session

State of WAshi ngton 63rd Legislature 2014 Regul ar Session
By Senate Ways & Means (originally sponsored by Senators Becker
Kei ser, Hargrove, Braun, Hill, and Ranker; by request of Health Care
Aut hority)

READ FI RST TI ME 02/ 27/ 14.

AN ACT Relating to adjusting tinmelines for fiscal year 2014
regardi ng the hospital safety net assessnent; anendi ng RCW 74. 60. 030,
74.60. 120, and 74.60. 130; and decl ari ng an energency.

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

Sec. 1. RCW74.60.030 and 2013 2nd sp.s. ¢ 17 s 4 are each anended
to read as foll ows:

(1) (a) Upon satisfaction of the conditions in RCW74.60.150(1), and
so long as the conditions in RCW 74.60.150(2) have not occurred, an
assessnent is inposed as set forth in this subsection, effective ((Juy
+—2813—Fhe—auvthortty—shatlH—ealculate—Hhe—amput—due—annual-by—and
shat-—tssue—assessrents—guarterby—For—ene-fowrth)) Cotober 1, 2013.
Initial assessnent notices nust be sent to each hospital not earlier
than thirty days after satisfaction of the conditions in_RCW
74.60.150(1). Paynent is due not sooner than thirty days thereafter.
Except for the initial assessnent, notices nust be sent on or about
thirty days prior to the end of each quarter and paynent is due thirty
days thereafter.

(b) Effective Cctober 1, 2013, and except as provided in_ RCW
74. 60. 050:
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(i) For fiscal vyear 2014, an_ annual assessnent for anmounts
determ ned as described in (b)(ii) through (iv) of this subsection is
i nposed for the tinme period of October 1, 2013, through June 30, 2014.
The initial assessnment notice nmust_ cover anounts due_from October 1,
2013, through either: (A) The end of the calendar quarter prior to the
satisfaction of the conditions in RCW 74.60.150(1) if federal approval
is received nore than forty-five days prior to the end of a quarter; or
(B) the end of the calendar quarter after the satisfaction of the
conditions in RCW74.60.150(1) if federal approval is received within

forty-five days of the end of a quarter. For subsequent assessnents
during fiscal year 2014, the authority shall calculate the anpount due
annual ly and shall issue assessnents for the appropriate proportion of

t he annual anmount due fromeach hospital ((—rit+al—assessrenrt—hotteces
must—be—sent—to—each—hospital —not —earb-er—than—thirty —days—albter

o . oY it . 60 1 I nelud ]
amount s due from and after July 1, 2013. Paynent is due not sooner
than thirty days thereafter. Subsequent notices nust be sent on or
about—thirty—days—pror—teo—the—end—of —each—subsequent—gquarter—and

. I i I I : _

b)) —Begianing — oy — - — 2013 —and —except-—as —provided — - —RCW
460050

)L

(ii) After the assessnents describedin (b)(i) of this subsection,
each prospective paynent system hospital, except psychiatric and
rehabilitation hospitals, shall pay a quarterly assessnent. Each

quarterly assessnent shall be one quarter of three hundred forty-four
dollars for each annual nonnmedi care hospital inpatient day, up to a
maxi mum of fifty-four thousand days per year. For each nonnedi care
hospital inpatient day in excess of fifty-four thousand days, each
prospective paynent system hospital shall pay an assessnent of one
guarter of seven dollars for each such day;

((+H)) (iii) After the assessnents described in (b)(i) of this
subsection, —each critical access hospital shall pay a quarterly
assessnent of one quarter of ten dollars for each annual nonnedi care
hospi tal inpatient day;

((++H)y)) (iv) After the assessnents described in (b)(i) of this
subsection, each psychiatric hospital shall pay a quarterly assessnent

ESSB 6570. SL p. 2
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of one quarter of sixty-seven dollars for each annual nonnedicare
hospi tal inpatient day; and

(()) (v) After the assessnents described in (b)(i) of this
subsection, __ each rehabilitation hospital shall pay a quarterly
assessnment of one quarter of sixty-seven dollars for each annual
nonnedi care hospital inpatient day.

(2) The authority shall determ ne each hospital's annua
nonnedi care hospital inpatient days by sunmng the total reported
nonnedi care hospital inpatient days for each hospital that is not
exenpt from the assessnent under RCW 74.60.040, taken from the
hospital's 2552 cost report data file or successor data file avail able
t hrough the centers for nedicare and nedicaid services, as of a date to
be determned by the authority. For state fiscal year 2014, the
authority shall use cost report data for hospitals' fiscal years ending
in 2010. For subsequent years, the hospitals' next succeeding fiscal
year cost report data nust be used.

(a) Wth the exception of a prospective paynent system hospita
commenci ng operations after January 1, 2009, for any hospital wthout
a cost report for the relevant fiscal year, the authority shall work
wth the affected hospital to identify appropriate supplenental
information that may be used to determ ne annual nonnedi care hospital
i npati ent days.

(b) A prospective paynent system hospital comencing operations
after January 1, 2009, nust be assessed in accordance with this section
after becom ng an eligible new prospective paynent system hospital as
defined in RCW74. 60.010

Sec. 2. RCW 74.60.120 and 2013 2nd sp.s. ¢ 17 s 11 are each
anmended to read as foll ows:

(1) Beginning in state fiscal year 2014, commencing thirty days
after satisfaction of the applicable conditions in RCW 74.60.150(1),
and for the period of state fiscal years 2014 through 2019, the
authority shall nmake supplenental paynments directly to Washington
hospitals, separately for inpatient and outpatient fee-for-service
medi cai d services, as foll ows:

(a) For inpatient fee-for-service paynents for prospective paynent
hospitals other than psychiatric or rehabilitation hospitals, twenty-
nine mllion two hundred twenty-five thousand dollars per state fiscal

p. 3 ESSB 6570. SL
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year in fiscal years 2014 and 2015, and then anobunts reduced in equa
increments per fiscal year until the supplenental paynent anount is
zero by July 1, 2019, fromthe fund, plus federal matching funds;

(b) For outpatient fee-for-service paynents for prospective paynent
hospitals other than psychiatric or rehabilitation hospitals, thirty
mllion dollars per state fiscal year in fiscal years 2014 and 2015,
and then anmounts reduced in equal increnents per fiscal year until the
suppl enent al paynent anount is zero by July 1, 2019, from the fund
pl us federal matching funds;

(c) For inpatient fee-for-service paynents for psychiatric
hospitals, six hundred twenty-five thousand dollars per state fisca
year in fiscal years 2014 and 2015, and then anobunts reduced in equa
increments per fiscal year until the supplenental paynent anount is
zero by July 1, 2019, fromthe fund, plus federal matching funds;

(d) For inpatient fee-for-service paynents for rehabilitation
hospitals, one hundred fifty thousand dollars per state fiscal year in
fiscal years 2014 and 2015, and then anmounts reduced in equal
increments per fiscal year until the supplenental paynent anount is
zero by July 1, 2019, fromthe fund, plus federal matching funds;

(e) For inpatient fee-for-service paynents for border hospitals,
two hundred fifty thousand dollars per state fiscal year in fiscal
years 2014 and 2015, and then anounts reduced in equal increnents per
fiscal year until the supplenental paynent anmount is zero by July 1
2019, fromthe fund, plus federal matching funds; and

(f) For outpatient fee-for-service paynments for border hospitals,
two hundred fifty thousand dollars per state fiscal year in fiscal
years 2014 and 2015, and then anounts reduced in equal increnents per
fiscal year until the supplenental paynent anmount is zero by July 1
2019, fromthe fund, plus federal matching funds.

(2) If the anobunt of inpatient or outpatient paynents under
subsection (1) of this section, when conbined with federal matching
funds, exceeds the upper paynent limt, paynents to each category of
hospital must be reduced proportionately to a |evel where the tota
paynment anount is consistent with the upper paynent limt. Funds under
this chapter unable to be paid to hospitals under this section because
of the upper paynment limt nust be paid to managed care organizations
under RCW74.60.130, subject tothelimtations in this chapter.

ESSB 6570. SL p. 4



©O© 00 N O Ol WDN P

W W W W W W W W WNMNDNDNDNDDDNDNDNDNDNMDNMNDNNNMNMNdNMNPEPEPRPPRPPRPERPRPRPRPRERERPR
0O N O W NPEFP O OOWuNO O P WNPEPEOOMOWwWNOO O~ owdNDEe. o

(3) The anobunt of such fee-for-service inpatient paynents to
i ndi vidual hospitals wthin each of the categories identified in
subsection (1)(a), (c), (d), and (e) of this section nust be determ ned
by:

(a) Applying the nedicaid fee-for-service rates in effect on July
1, 2009, without regard to the increases required by chapter 30, Laws
of 2010 1st sp. sess. to each hospital's inpatient fee-for-services
cl ai ns and nedi cai d managed care encounter data for the base year

(b) Applying the nedicaid fee-for-service rates in effect on July
1, 2009, without regard to the increases required by chapter 30, Laws
of 2010 1st sp. sess. to all hospitals' inpatient fee-for-services
cl ai ns and nedi cai d managed care encounter data for the base year; and

(c) Using the amounts calculated under (a) and (b) of this
subsection to determne an individual hospital's percentage of the
total anmount to be distributed to each category of hospital.

(4) The amount of such fee-for-service outpatient paynents to
i ndi vidual hospitals wthin each of the categories identified in
subsection (1)(b) and (f) of this section nust be determ ned by:

(a) Applying the nedicaid fee-for-service rates in effect on July
1, 2009, without regard to the increases required by chapter 30, Laws
of 2010 1st sp. sess. to each hospital's outpatient fee-for-services
cl ai s and nedi cai d nmanaged care encounter data for the base year

(b) Applying the nedicaid fee-for-service rates in effect on July
1, 2009, without regard to the increases required by chapter 30, Laws
of 2010 1st sp. sess. to all hospitals' outpatient fee-for-services
cl ai ns and nedi cai d nmanaged care encounter data for the base year; and

(c) Using the amounts calculated under (a) and (b) of this
subsection to determne an individual hospital's percentage of the
total anmount to be distributed to each category of hospital.

(5) Thirty days before the initial paynents and sixty days before
the first paynent in each subsequent fiscal year, the authority shal
provi de each hospital and the Washington state hospital association
wi th an explanation of howthe anounts due to each hospital under this
section were cal cul at ed.

(6) Paynents nust be nmade in quarterly installnents on or about the
| ast day of every quarter((—exeept—that)). The initial paynent nust
be made within thirty days after satisfaction of the conditions in RCW
74.60.150(1) and nust include all anmbunts due from July 1, 2013, to
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((t+he—date—oef—the—tnrttal—payrent)) either: (a) The end of the
cal endar quarter prior to when the conditions in RCW 70.60.150(1) are
satisfied if approval is received nore than forty-five days prior to
the end of a quarter; or (b) the end of the calendar quarter after the
satisfaction of the conditions in_ RCW 74.60.150(1) if_ approval is
received within forty-five days of the end of a quarter.

(7) A prospective paynent system hospital comencing operations
after January 1, 2009, is eligible to receive paynents in accordance
with this section after becomng an eligible new prospective paynent
system hospital as defined in RCW74. 60. 010.

(8) Paynments under this section are supplenental to all other
paynents and do not reduce any other paynents to hospitals.

Sec. 3. RCW 74.60.130 and 2013 2nd sp.s. ¢ 17 s 12 are each
anmended to read as foll ows:

(1) For state fiscal year 2014, commencing within thirty days after
sati sfaction of the conditions in RCW 74.60.150(1) and subsection (6)
of this section, and for the period of state fiscal years 2014 through
2019, the authority shall increase capitation paynents to nmanaged care
organi zations by an anount at | east equal to the anpbunt avail able from
the fund after deducting di sbursenents authorized by RCW 74. 60. 020(4)
(c) through (f) and paynents required by RCW 74.60.080 through
74.60.120. The capitation paynent under this subsection nust be no
|l ess than one hundred fifty-three mllion one hundred thirty-one
t housand six hundred dollars per state fiscal year in fiscal years 2014
and 2015, and then the increased capitation paynent anounts are reduced
in equal increnments per fiscal year until the increased capitation
paynment anmount is zero by July 1, 2019, plus the maxi num avail abl e
anmount of federal matching funds. The initial paynent follow ng
satisfaction of the conditions in RCW 74.60.150(1) nust include all
amopunts due fromJuly 1, 2013, to the end of the calendar nonth during
which the conditions in RCW 74.60.150(1) are_ satisfied. Subsequent
paynments shall be made ((guarterty)) nonthly.

(2) In fiscal years 2015, 2016, and 2017, the authority shall use
any additional federal matching funds for the increased managed care
capitation paynents under subsection (1) of this section avail able from
medi cai d expansi on under the federal patient protection and affordable

ESSB 6570. SL p. 6
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care act to substitute for assessnent funds which ot herw se woul d have
been used to pay managed care plans under this section.

(3) Paynments to individual managed care organizations shall be
determ ned by the authority based on each organization's or network's
enrollnment relative to the anticipated total enrollnent in each program
for the fiscal year in question, the anticipated utilization of
hospi tal services by an organi zation's or network's nedi caid enroll ees,
and such other factors as are reasonable and appropriate to ensure that
pur poses of this chapter are net.

(4) If the federal governnent determnes that total paynents to
managed care organi zati ons under this section exceed what is permtted
under applicable nmedicaid laws and regulations, paynents nust be
reduced to levels that neet such requirenents, and the balance
remai ni ng nust be applied as provided in RCW 74.60.050. Further, in
the event a managed care organi zation is legally obligated to repay
anmounts distributed to hospitals under this section to the state or
federal governnent, a managed care organi zation may recoup the anount
it is obligated to repay under the nedicaid program from i ndivi dua
hospitals by not nore than the amount of overpaynent each hospital
recei ved fromthat managed care organi zati on.

(5) Paynments under this section do not reduce the anmounts that
ot herwi se woul d be paid to managed care organi zations: PROVIDED, That
such paynents are consistent with actuarial soundness certification and
enrol | nent.

(6) Before making such paynents, the authority shall require
medi caid nmanaged care organizations to conply with the follow ng
requi renents:

(a) Al paynents to nanaged care organi zations under this chapter
must be expended for hospital services provided by Washington
hospitals, which for purposes of this section includes psychiatric and
rehabilitation hospitals, in a manner consistent with the purposes and
provisions of this chapter, and nust be equal to all increased
capitation paynents under this section received by the organization or
network, consistent with actuarial certification and enrollnent, |ess
an allowance for any estimated premum taxes the organization is
required to pay under Title 48 RCWassociated with the paynents under
this chapter

p. 7 ESSB 6570. SL
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(b) ((Before the end of the quarter in which funds are paid to
them)) Managed care organizations shall expend the increased
capitation paynents under this section in a nmanner consistent with the
purposes of this chapter, with the initial expenditures to hospitals to
be made within thirty days of receipt of paynent from the authority.
Subsequent expenditures by the managed care plans are to be nade before
the end of the quarter in which funds are received fromthe authority;

(c) Providing that any delegation or attenpted del egation of an
organi zation's or network's obligations under agreenents with the
authority do not relieve the organi zation or network of its obligations
under this section and rel ated contract provisions.

(7) No hospital or managed care organi zati ons may use the paynents
under this section to gain advantage i n negoti ati ons.

(8) No hospital has a claim or cause of action against a managed
care organization for nonetary conpensation based on the anount of
paynments under subsection (6) of this section

(9) If funds cannot be used to pay for services in accordance with
this chapter the managed care organization or network nust return the
funds to the authority which shall return themto the hospital safety
net assessnent fund.

NEW SECTION. Sec. 4. This act is necessary for the imrediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi atel y.

Passed by the Senate March 4, 2014.

Passed by the House March 11, 2014.

Approved by the Governor March 28, 2014.

Filed in Ofice of Secretary of State March 31, 2014.
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