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Susan Dreyfus, Secretary

Department of Social and Health Services

Post Office Box 45010

Olympia. Washington 98504-5010 JUN -4 2009

RE: WA 09-009
Dear Secretary Dreyfus:

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid State plan
submitted under transmittal number (TN) 09-009. This amendment updates the State plan by

decreasing the uniform statewide daily rate ceiling for nursing facility service payments from
$164.18 to $163.72 for SFY 2009.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(2), 1902(a)(13), 1902(a)(30), and 1903(a) of the Social Security Act and the
implementing Federal regulations at 42 CFR 447 Subpart C. We are pleased to inform you that
Medicaid State plan amendment 09-009 is approved effectlve April 1, 2009. We are enclosing
the HCFA-179 and the amended pages.

If you have any questions, please call Joe Fico of the National Institutional Reimbursement
Team at (206) 615-2380.

Sincerely,

Rl

y—Jackie Garner
Acting Director
Center for Medicaid and State Operations

Enclosures

cc:  Kathy Leitch, Assistant Secretary DSHS, ADSA
Doug Porter, Assistant Secretary, DSHS, HRSA
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State WASHINGTON

Section Il. General Provisions:

Medicaid rates for nursing facility care in Washington continue to be facility specific. Prior to rate setting, nursing
facilities' costs and other reported data, such as resident days, are examined, to ensure accuracy and to determine
costs allowable for rate setting. Washington continues to be a state utilizing facility-specific cost data, subject to
applicable limits, combined with facility-specific and regularly updated resident case mix data, to set rates.

A facility's Medicaid rate continues to represent a total of seven component rates: 1) direct care (DC), 2) therapy care
(TC), 3) support services (SS), 4) operations (O), 5) variable return (VR), 6) property (P), and 7) financing allowance
(FA).

Medicaid rates are subject to a "budget dial", under which the department is required to reduce rates for all
participating nursing facilities statewide by a uniform percentage, after notice and on a prospective basis only, if the
statewide average facility total rate, weighted by Medicaid resident days, approaches an overall limit for a particular
state fiscal year. For SFY 2008 (July 1, 2007 to June 30, 2008) the budget dial is $159.34 per resident day, and for
SFY 2009 (July 1, 2008 to June 30, 2009) it is $163.72 per resident day. The budget dial supersedes all rate setting
principles in chapters 74.46 RCW and 388-96 WAC.

If any final order or final judgment, including a final order or final judgment resulting from an adjudicative proceeding or
judicial review permitted by chapter 34.05 RCW would result in an increase to a nursing facility’s payment rate for a
prior fiscal year or years, the department shall consider whether the increased rate for that facility would resuilt in the
statewide weighted average payment rate for all facilities for such fiscal year or years to be exceeded. If the increased
rate would result in the statewide average payment rate for such year or years being exceeded, the department shall
increase that nursing facility’s payment rate to meet the final order or judgment only to the extent that it does not result
in an increase to the statewide average payment rate for all facilities.

For the period from 7/1/07 through 6/30/09, the direct care, operations, support services, and therapy care rate
components are rebased to the 2005 cost report.

Beginning 7/1/09, those same four rate components will be subject to automatic biennial rebasing. That is, rates for the
two-year period beginning 7/1/09 will be based on the 2007cost report, and so on.

There is a hold harmless rate for qualifying facilities as of the 7/1/07 and 7/1/08 rate settings. To qualify, a facility must
have combined rates in DC, SS, TH, and O for June 30, 2007 greater than its July 1, 2007 or July 1, 2008 rate
adjusted for economic trends and conditions under the 2007-2009 biennial appropriations act, and must have
overspent its combined DC, SS, TH, and O component rates in either 2004 or 2005. For qualifying facilities, the
department compares a facility’s July 1, 2007 or July 1, 2008 combined DC, SS, TC, and O rates adjusted for
economic trends and conditions as specified in the 2007-2009 biennial appropriations act, with the combined DC, SS,
TC, and O rates for June 30, 2007. If the combined rates for 6/30/07 are higher, then the facility will receive its 6/30/07
rates in DC, SS, TC, and O, adjusted for economic trends and conditions as specified in the 2007-2009 biennial
appropriations act.

Direct care and operations component rates for July 1, 2006 are based on examined, adjusted costs and resident days
from 2003 cost reports. Therapy care and support services component rates for July 1, 2006 are based on examined,
adjusted costs and resident days from 1999 cost reports.

In contrast, property and financing allowance components continue to be rebased annually, utilizing each facility's cost
report data for the calendar year ending six months prior to the commencement of the July 1 component rates.
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