	RCW 74.46.270

Disclosure and approval or rejection of cost allocation.
	


(1) The contractor shall disclose to the department:

     (a) The nature and purpose of all costs which represent allocations of joint facility costs; and

     (b) The methodology of the allocation utilized.

     (2) Such disclosure shall demonstrate that:

     (a) The services involved are necessary and nonduplicative; and

     (b) Costs are allocated in accordance with benefits received from the resources represented by those costs.

     (3) Such disclosure shall be made not later than September 30th for the following calendar year; except that a new contractor shall submit the first year's disclosure at least sixty days prior to the date the new contract becomes effective.

     (4) The department shall by December 31st, for all disclosures that are complete and timely submitted, either approve or reject the disclosure. The department may request additional information or clarification.

     (5) Acceptance of a disclosure or approval of a joint cost methodology by the department may not be construed as a determination that the allocated costs are allowable in whole or in part. However, joint facility costs not disclosed, allocated, and reported in conformity with this section and department rules are unallowable.

     (6) An approved methodology may be revised or amended subject to approval as provided in rules and regulations adopted by the department.

	WAC 388-96-534

Joint cost allocation disclosure (JCAD).
	


  (1) The contractor shall disclose to the department:

     (a) The nature and purpose of all costs representing allocations of joint facility costs; and

     (b) The methodology of the allocation utilized.

     (2) The contractor shall demonstrate in such disclosure:

     (a) The services involved are necessary and nonduplicative; and

     (b) Costs are allocated in accordance with benefits received from the resources represented by those costs.

     (3) The contractor shall make such disclosure not later than September 30th for the following year; except, a new contractor shall submit the first year's disclosure together with the submissions required by WAC 388-96-026. Within this section, the meaning of the:

     (a) "Effective date" is the date the department will recognize allocation per an approved JCAD; and

     (b) "Implementation date" is the date the facility will begin or began incurring joint facility costs.

     (4) The department shall determine the acceptability of the JCAD methodology not later than December 31 of each year for all JCADs received by September 30th.

     (a) The effective date of an acceptable JCAD that was received by September 30th is January 1st.

     (b) The effective date of an acceptable JCAD that was received after September 30th shall be ninety days from the date the JCAD was received by the department.

     (5) The contractor shall submit to the department for approval an amendment or revision to an approved JCAD methodology at least thirty days prior to the implementation date of the amendment or revision. For amendments or revisions received less than thirty days before the implementation date, the effective date of approval will be thirty days from the date the JCAD is received by the department.

     (6) When a contractor, who is not currently incurring joint facility costs, begins to incur joint facility costs during the calendar year, the contractor shall provide the information required in subsections (1) and (2) of this section at least ninety days prior to the implementation date. If the JCAD is not received ninety days before the implementation date, the effective date of the approval will be ninety days from the date the JCAD is received by the department.

     (7) Joint facility costs not disclosed, allocated, and reported in conformity with this section are nonallowable costs. Joint facility costs incurred before the effective dates of subsections (4), (5), and (6) of this section are unallowable. Costs disclosed, allocated, and reported in conformity with a department-approved JCAD methodology must undergo review and be determined allowable costs for the purposes of rate setting and audit.
	WAC 388-96-535

Management agreements, management fees, and central office services.
	


  (1) The contractor shall disclose to the department the nature and purpose of the management agreement, including an organizational chart showing the relationship between the contractor, management company and all related organizations. The department may request additional information or clarification.

     (2) Acceptance of a management agreement may not be construed as a determination that all management fees or costs are allowable in whole or in part. Management fees or costs not disclosed or approved in conformity with chapter 74.46 RCW and this section are unallowable. When necessary for the health and safety of medical care recipients, the department may waive the sixty-day or thirty-day advance notice requirement of RCW 74.46.280 in writing.

     (3) Management fees are allowable only for necessary, nonduplicative services that are of the nature and magnitude that prudent and cost-conscious management would pay. Costs of services, facilities, supplies and employees furnished by the management company are subject to RCW 74.46.220.

     (4) Allowable fees for all general management services of any kind referenced in this section, including corporate or business entity management and management fees not allocated to specific services, are subject to any applicable cost center limit established in chapter 74.46 RCW.

     (5) Central office costs, owner's compensation, and other fees or compensation, including joint facility costs, for general administrative and management services, including management expense not allocated to specific services, shall be subject to any cost center limit established by chapter 74.46 RCW.

     (6) Necessary travel and housing expenses of nonresident staff working at a contractor's nursing facility shall be considered allowable costs if the visit does not exceed three weeks. 

     (7) Bonuses paid to employees at a contractor's nursing facility or management company shall be considered compensation.

	WAC 388-96-542

Home office or central office.
	


  (1) The department shall audit the home office or central office whenever a nursing facility receiving such services is audited.

     (2)(a) Assets used in the provision of services by or to a nursing facility, but not located on the premises of the nursing facility, shall not be included in net invested funds or in the calculation of property payment for the nursing facility.

     (b) The nursing facility may allocate depreciation, interest expense, and operating lease expense for the home office, central office, and other off-premises assets to the cost of the services provided to or by the nursing facility on a reasonable statistical basis approved by the department.

     (c) The allocated costs of (b) of this subsection may be included in the cost of services in such cost centers where such services and related costs are appropriately reported.

     (3) Home office or central office costs must be allocated and reported in conformity with the department-approved JCAD methodology as required by WAC 388-96-534.

     (4) Home office or central office costs are subject to the limitation specified in RCW 74.46.410.
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