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L ocunee
Reimbursing economically and efficiently operated hospitals

The following statute amendments would require DHFS to reimburse hospitals for services provided to
Medical Assistance recipients at a rate that is reasonable and adequate to meet the costs that must be

incurred by an efficiently and economically operated hospital complying with all state and federal
laws. ;

Section 49.45(3)(e)1. is amended to read:

The department may shall develop, implement, and periodically update methods for reimbursing
hospltals for allowable serv1ces or commodltles prov1ded a re01plent The methods may shall melude

5 d an Hom: nd-effeientlv-operated growde a relmbursement rat
for each hospltal that is reasonable and adeguate to meet the costs that must be incurred by efficiently
and economically operated facilities in order to provide care and services in conformity with apphcabl

state and federal laws, regulations, and quality and safet_\[ standards. This method does not applyto et
hospitals reimbursed based on costs. Hospitals may, in addition to the implemented rennbursement - o~

rate, receive supplemental payments as provided by state or federal law. . dote 7
. . ) (9 Lo . (9}_/‘
Section 49.45(3)(e)4. is amended to read: " })Wj Y

If the department maintains a retrospective relmbursement system under subd.1 for specific provided
services or commodities, total reimbursementor allowable services, care or commodities provided

recipients dunng the hospltal’s ﬁscal year may not exceed the lewer—ef—the hospltal’s charges for the

services-er-the-actual-and onable-allowable-ce : p - s, plus any

dlsproportlonate share fundmg the hospltal is quahﬁed to receive under 42 USC 1396r-4
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2003 BILL

AN ACT to amend 49.4572) (b) 2., 49.45 (3) (e) 1. and 49.45 (3) (o) 4. of the statutes;
relating to: hospital payment or reimbursement #ad coEtractSFoTZcEi0es
under Medical Assistance anfiraletigZatapproprigtion.

Analysis by the Legislative Reference Bureau

Under current law, the Department of Health and Family Services (DHFS) is
authorized to develop, implement, and periodically update methods for reimbursing
or paying hospitals for allowable services or commodities that are provided to
Medical Assistance (MA) recipients. The methods may include standards and
criteria that limit reimbursement or payment to that which would be provided to an
economically and efficiently operated facility. If DHFS reimburses hospitals
retrospectively under these methods, total reimbursement for allowable services,
care, or commodities may not exceed the lower of the hospital’s charges or the actual
and reasonable allowable costs to the hospital of providing the services, plus any
federal disproportionate share funding that the hospital is qualified to receive.

This bill requires, rather than authorizes, DHFS to develop, implement, and
update the methods for reimbursing or paying hospitals for MA services or
commodities. The bill changes the methods standard that is related to an
economically and efficiently operated facility to one under which the reimbursement
or payment rate for each hospital must be reasonable and adequate to meet costs that
must be incurred by efficiently and economically operated facilities in order to
provide care and services in conformity with state and federal law. The bill also
specifies that hospitals may receive federally or state authorized supplemental
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payments in addition to the reimbursement or payment under the methods. The
methods do not apply to hospitals that are reimbursed based on costs. If DHFS
reimburses hospitals retrospectively under the methods, total reimbursement may
not exceed the hospital’s charges for the services, plus any federal disproportionate
share funding.,...-

Fof further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

:m\@.% (2) (b) 2. of the statutes is amendéd to read: \\

49.45 (2) (b) 2\Contract with any organizatigf whether or not organized for

ts under the-medical assistance
program Medical Assistanchy including prepaid health care. Any contract that

_profit to administer, in™ull or in part, the be

LoV VB v}

includes provision of prepaid “healthare benefits shall require that prepaid

payments to the organization beXmade on an actuarially sound basis that is
consistent with 42 USC 1396b (A) (iii). The department shall accept bids on
contracts for administrativg/services and séxvices evaluating the medieal assistanee

© 0 9 o ot

program Medical Assis ance as provided in &). 16, but may accept the contract

and on behalf of the department. The departtent shall submit a report
ber 31 to the governor, the joint committee on fina ace and the chief clerk

13 each Dec
»\14 of each house of the legislatur&m for distribution to the apyropriate standing
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g 1 committesS UHdET™s. 13.172 (3), regarding-the effec 'jzmmm
t’Z information systew analyzing medical Mm' ance expenditures. J
3 SECTION 2. 49.45 (3) (e) I%f the statutes is amended to read:
4 49.45 (3) (e) 1. The department may shall develop, implement and periodically
5 update methods for reimbursing or paying hospitals for allowable services or
6 commodities provided a recipient. The methods
7
8

ity shall provide
9 a reimbursement or payment rate for each hospital that is reasonable and adequate

10 to meet the costs that must be incurred by efficiently and economically operated

11 facilities in order to provide care and services in conformity with applicable state
12 statutes and rules and federal statutes and regulations, and quality and safety
13 standards, except that these methods do not apply to hospitals, including critical
14 access hospitals, that are reimbursed based on costs. In addition to the
15 reimbursement rate vspeciﬁed under this subdivision, hospitals may receive

16 supplemental payments as provided by state statutes or rules or federal statutes or

17 regulations.

18 SECTION 3. 49.45 (3) (e) 4. of the statutes is amended to read:

19 49.45 (3) (e) 4. If the department maintains a retrospective reimbursement
20  system under subd. 1. for specific provided services or commodities, total
21 reimbursement determined under subd. 1. for allowable services, care, or
22 commodities provided recipients during the hospital’s fiscal year may not exceed the

23 lower-of the hospital’s charges for the services or-the-actual-and reasenable allowable
24 eosts—to-thehespital of providing-theserviees, plus any disproportionate share

25 funding that the hospital is qualified to receive under 42 USC 1396r—4.
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SECTION 4. Nonstatutory provisions.

(1) MEDICAL ASSISTANCE INCREASE. The amount by which thy appropriation

(1) MEDICAL ASSISTANCE INCREASE. I schedule under section 20.005 (3) of

the statutes for the appropriafion to the departme

of health and family services

under section 20.435 ( -7 of the statutes, as affected by

acts of 2003, the dollar
amount is increaséd by $205,000,000 for fiscal year 2004-05 to~provide the state
share of Medical Assistance benefits administered under section 5 of the

statutes.

(END)
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nd 49.45 (3) (e) 1. and 49.45 (3) (e) 4. of the statutes; relating to:

hospital payment or reimbursement under Medical Assistance.

Analysis by the Legislative Reference Bureau

Under current law, the Department of Health and Family Services (DHFS) is
authorized to develop, implement, and periodically update methods for reimbursing
or paying hospitals for allowable services or commodities that are provided to
Medical Assistance (MA) recipients. The methods may include standards and
criteria that limit reimbursement or payment to that which would be provided to an
economically and efficiently operated facility If DHFS reimburses hospitals
retrospectively under these methods, total reimbursement for allowable services,

care, or commodities may not exceed the lower of the hospital’s charges or the actual

and reasonable allowable costs to the hospital of providing the services, plus any
federal disproportionate share funding that the hospital is qualified to receive. .
This bill requires, rather than authorizes, DHFS to develop, implement, and
update the methods for reimbursing or paying hospitals for MA services or
commodities. The bill changes the methods standard that is related to an
economically and efficiently operated facility to one under which the reimbursement
or payment rate for each hospital must be reasonable and adequate to meet costs that
must be incurred by efficiently and economically operated facilities in order to
provide care and services in conformity with state and federal law. The bill also
specifies that hospitals may receive federally or state authorized supplemental
payments in addition to the reimbursement or payment under the methods. The
methods do not apply to hospitals that are reimbursed based on costs. If DHFS

2003 - 2004 LEGISLATURE LRB-4251/# 2
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reimburses hospitals retrospectively under the methods, total reimbursement may
not exceed the hospital’s charges for the services, plus any federal disproportionate
share funding.

For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

v
SECTION 1. 49.45 (3) (e) 1. of the statutes is amended to read:

49.45 (3) (e) 1. The department may shall develop, implement and periodically

update methods for reimbursing or paying hospitals for allowable services or

commodities provided a recipient. The methods may-include standards-and eriteria

ity shall provide
a reimbursement or payment rate for each hospital that is reasonable and adequate

to meet the costs that must be incurred by efficiently and eéonomicallv operated

facilities in order to.provide care and services in conformity with applicable state

statutes and rules and federal statutes and regulations, and quality and safety
standards, except that these methods do not apply to hospitals. including critical

access hospitals, that are reimbursed based on costs. In addition to the

reimbursement rate specified under this subdivision, hospitals may receive

supplemental payments as provided by state statutes or rules or federal statutes or

regulations. Y
SECTION 2. 49.45 (3) (e) 4. of the statutes is amended to read:
49.45 (3) (e) 4. If the departmentbmaintains a retrospective reimbursement

system . under subd. 1. for specific provided services or commodities, total

reimbursement determined under subd. 1. for allowable services, care, or
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commodities provided recipients during the hospital’s fiscal year may not exceed the

lower-ofthe hospital’s charges for the services or-the actual and reasenable-allowable
costs—to-the-hespital-of providing the services, plus any disproportionate share

funding that the hospital is qualified to receive under 42 USC 1396r—4.

(END)
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INSERT ANAL

Currently, DHFS pays nursing homes for services or commodities provided to
MA recipients under an annuallygupdated prospective payment system. The system
must implement standards that 4re necessary and proper for providing patient care
and that meet certain quality and safety standards. Further, the system must
reflect, among other things, standards established by DHFS that are based upon
allowable costs incurred by nursing homes, as available from information compiled
by DHFS concerning the overall financial operations of the nursing homes.

This bill requires that the prospective payment system, under which DHFS
makes MA payments to nursing homes, implement standards that, instead of being
necessary and proper for providing patient care, are reasonable and adequate to
meet the costs that must be incurred by efficiently and economically operated
facilities in order to provide care in conformity with applicable state statutes and
rules, federal statutes and regulationsjand quality and safety standards. The bill
also requires that the system reflect standards established by DHFS for costs of
economically and efficiently operated nursing homes, based on the information
DHFS compiles concerning the nursing homes’ overall financial operations. Lastly,
the bill specifies that nursing homes may receive payments that are supplemental
to the prospective payment system, as provided by state statutes or rules or federal
statutes or regulations.

INSERT 3-4

SECTIO@ZLQAS (6m) (ag) (intro.) of the statutes, as affected by 2003 Wisconsin
Act 33, is amended to read:

49.45 (6m) (ag) (intro.) Payment for care provided in a facility under this
subsection made under s. 20.435 (4) (b), (gp), (pa), (0), (W), or (wm) shall, except as
provided in pars. (bg), (bm), and (br), be determined according to a prospective
payment system updated annually by the department. The payment system shall

implement standards that are ne

thatr—meet reasonable and adequate to meet the costs that must be incurred by

| efficiently and economically operated facilities in order to provide care in conformity
4

with this subsection, with applicable state statutes and rules, and with federal
statutes and regulations, and with quality and safety standards established under

subch. II of ch. 50 and ch. 150. In addition to the prospective payment system

X
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1 specified under this subsection, facilities may receive supplemental pavments as
2 provided by state statutes or rules or federal statutes or regulations. The payment
3 system shall reflect all of the following:

History: 1971 c. 40's. 93; 1971 ¢. 42,125; 1971 c. 213 5. 5; 1971 ¢. 215, 217, 307; 1973 ¢. 62, 90, 147; 1973 ¢. 333 ss. 106g, 106h, 106j, 201w; 1975 ¢. 39; 1975 ¢. 223 5.
28; 1975 c. 224 ss. 54h, 56 to 59m; 1975 c. 383 5. 4; 1975 c. 411; 1977 ¢. 29, 418; 1979 c. 34 ss. 837f to 838, 2102 (20) (a); 1979 ¢. 102, 177, 221, 355; 1981 ¢. 20 ss. 839 to
854,2202 (20) (r); 1981 c. 93, 317; 1983 a, 27 ss. 1046 to 1062m, 2200 (42); 1983 a, 245, 447, 527; 1985 a. 29 ss. 1026m to 10314, 3200 (23), (56), 3202 (27); 1985 a. 120,
176, 269; 1985 a, 332 ss. 91,251 (5), 253; 1985 a. 340; 1987 a. 27 ss. 989r to 1000s, 2247, 3202 (24); 1987 a. 186, 307, 339, 399; 1987 a. 403 s. 256; 1987 a. 413; 1989 a. 6;
1989 a, 31 ss. 1402 to 1452g, 2909g, 2909i; 1989 a. 107, 173, 310, 336, 351, 359; 1991 a. 22, 39, 80, 250, 269, 315, 316; 1993 a. 16 ss. 1362¢ to 1403, 3883; 1993 a, 27, 107,
112, 183, 212, 246, 269, 335, 356, 437, 446, 469; 1995 a. 20; 1995 a. 27 ss. 2947 to 3002r, 7299, 9126 (19), 9130 (4), 9145 (1); 1995 a. 191, 216, 225, 289, 303, 398, 417, 457;
1997 a. 3,13, 27, 114, 175, 191, 237, 25%, 293; 1999 a. 9, 63, 103, 180, 185; 2001 a, 13, 16, 35, 38, 57, 67, 104, 109; 2003 a, 33.

4 SECTION.2{°49.45 (6m) (ag) 2. of the statutes is amended to read:

5 49.45 (6m) (ag) 2. Standards established by the department for costs of
6 economically and efficiently operated facilities that shall be based upon allowable
7 costs incurred by facilities in the state as available from information submitted
8 under par. (¢) 3. and cbmpiled by the department.

NOTE: NOTE: Subd. 2. is shown as amended eff. 7-

is. Act 33. Prior to 7-1-04 it reads:NOTE:

upon allowable costs incurred by facilities in the state as available from information submitted
er par. (¢) 3. and compiled by the department.

History: 1971 c. 40s. 93; 1971 ¢. 42,125; 1971 ¢. 213 5. 5; 1)1 c. 215, 217, 307; 1973 c. 62, 90, 147; 1973 c. 333 ss. 106g, 106h, 106}, 201w; 1975 c. 39; 1975 ¢, 223 5.
28; 1975 c. 224 s5. 54h, 56 to 59m; 1975 ¢. 383 5. 4; 1975 c. 411, 1977 c. 29, 418; 1979 c. 34 ss. 837F to 838, 2102 (20) (a); 1979 c. 102, 177, 221, 355; 1981 ¢, 20 5. 839 to
854, 2202 (20) (1); 1981 c. 93, 317, 1983 a. 27 5. 1046 to 10§2m, 2300 (42); 1983 a. 245, 447, 527; 1985 a. 29 ss. 1026m to 1031d, 3200 (23), (56), 3202 (27); 1985 a. 120,
176, 269; 1985 a. 332 55. 91, 251 (5), 253; 1985 a. 340; 1987 a. 27 5sN989r to 1000, 2247, 3202 (24); 1987 a. 186, 307, 339, 399; 1987 a, 403 5. 256; 1987 4. 413; 1989 a. 6.
1989 a. 31 ss. 1402 to 1452g, 2909g, 2909i; 1989 a. 107, 173, 310, 336, 351, 359; 1991 a. 22, 39, 80, 250, 269, 315, 316; 1993 a, 16 5. 1362g to 1403, 3883; 1993 a, 27,107,
112,183,212, 246, 269, 335, 356, 437, 446, 469; 1995 a/00; 1995 a. 27 ss. 2947 to 30021, 7299, 9126 (19), 9130 (4), 9145 (1; 1995 a. 191, 216, 225, 289, 303, 398, 417, 457-

117 Smomionf3 45 45 (6m) (ag) 2. of the statutes, as affected by 2003 Wisconsin Acts

12 33 and .... (this act), is repealed and recreated to read:

13 49.45 (6m) (ag) 2. Except as provided in subd.‘gr., standards established by the

14 department for costs of economically and efficiently operated facilities that shall be

15 based upon allowable costs incurred by facilities in the state as available from
v

16 information submitted under par. (c) 3. and compiled by the department.
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DRAFTER’S NOTE LRB-4251/2dn
FROM THE DAKkjf:jf
LEGISLATIVE REFERENCE BUREAU

March 3, 2004

To Senator Schultz:

The biennial budget act (2003 Wisconsin Act 33) modified s. 49.45 (6m) (ag) 2., stats.,
effective July 1, 2004, to provide flat-rate payment for nursing home costs specified
under s. 49.45 (6m) (ag) 3r,, stats. I have amended s. 49.45 (6m) (ag) 2., stats., to include
the “economically and efficiently operated facilities language,” as was done in the 1995
statutes, but, in line with the changes under 2003 Wisconsin Act 33, this standard

would not specifically apply to nursing home costs paid at a flat rate under s. 49.45 (6m)
(ag) 3r., stats. Is this drafted as you intend?

Debora A. Kennedy

Managing Attorney

Phone: (608) 266-0137

E-mail: debora.kennedy@legis.state.wi.us



' Basford, Sarah

From: ONeill, Eileen

Sent: Wednesday, March 03, 2004 1:46 PM

To: LRB.Legal

Subject: Draft review: LRB 03-4251/1 Topic: Medical Assistance hospital payment or reimbursement

on "economically and efficiently operated" basis

It has been requested by <ONeill, Eileen> that the following draft be jacketed for the SENATE:

- Draft review: LRB 03-4251/1 Topic: Medical Assistance hospital payment or reimbursement on "economically
and efficiently operated" basis
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2003 BILL
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AN ACT to amend 49.45 (3) () 1., 49.45 (3) (e) 4., 49.45 (6m) (ag) (intro.) and 49.45

(6m) (ag) 2.; and to repeal and recreate 49.45 (6m) (ag) 2. of the statutes;

relating to: hospital PG/ R

%% payment or reimbursement under

Medical Assistance.

Analysis by the Legislative Reference Bureau

Under current law, the Department of Health and Family Services (DHFS) is
authorized to develop, implement, and periodically update methods for reimbursing
or paying hospitals for allowable services or commodities that are provided to
Medical Assistance (MA) recipients. The methods may include standards and
criteria that limit reimbursement or payment to that which would be provided to an
economically and efficiently operated facility. If DHFS reimburses hospitals
retrospectively under these methods, total reimbursement for allowable services,
care, or commodities may not exceed the lower of the hospital’s charges or the actual
and reasonable allowable costs to the hospital of providing the services, plus any
federal disproportionate share funding that the hospital is qualified to receive.

This bill requires, rather than authorizes, DHFS to develop, implement, and
update the methods for reimbursing or paying hospitals for MA services or
commodities. The bill changes the methods standard that is related to an
economically and efficiently operated facility to one under which the reimbursement
or payment rate for each hospital must be reasonable and adequate to meet costs that
must be incurred by efficiently and economically operated facilities in order to
provide care and services in conformity with state and federal law. The bill also
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specifies that hospitals may receive federally or state authorized supplemental
payments in addition to the reimbursement or payment under the methods. The
~ methods do not apply to hospitals that are reimbursed based on costs. If DHFS
reimburses hospitals retrospectively under the methods, total reimbursement may
not exceed the hospital’s charges for the services, plus any federal disproportionate
share funding. |
(’ - Currently, DHF'S pays nursing homes for services or commoditi€s provided to |
i MA recipients under an annually updated prospective payment system. The system
ﬂ must implement standards thatg%:cessary and prop:/‘f?ptoviding patient care
1

PR

and that meet certain quality and afety standards. Eufther, the system must
reflect, among other things, standardskés“j:ablished by DHFS that are based upon |
allowable costs incurred by nursing homes‘:”‘e\.g, available from information compiled |
by DHF'S concerning the overall financial oper: fons of the nursing homes.

This bill requires that the prospective gaynrent system, under which DHFS

makes MA payments to nursing homes,fim lement sdards that, instead of being
lent care, are réagonable and adequate to

necessary and proper for providing
meet the costs that must be ingutred by efficiently and ¢conomically operated
facilities in order to provide cafe in conformity with applicable state statutes and
rules, federal statutes and-fegulations, and quality and safety standards. The bill
also requires that the“System reflect standards established by DEFE'S for costs of
economically and-éfficiently operated nursing homes, based on the\information
DHFS compjles concerning the nursing homes’ overall financial operations. Lastly,
the bill spécifies that nursing homes may receive payments that are suppléxnental
prospective payment system, as provided by state statutes or rules or foderal 7
atutes or regulations.....” R — e
For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

s

AN e o
P T o

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 49.45 (3) (e) 1. of the statutes is amended to read:

49.45 (3) (e) 1. The department may shall develop, implement and periodically

update methods for reimbursing or paying hospitals for allowable services or

commodities provided a recipient. The methods may inelude standards and eriteria

a reimbursement or payment rate for each hospital that is reasonable and adequate

o
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1 to meet the costs that must be incurred by efficiently and economically operated
2 facilities in order to provide care and services in conformity with applicable state

3 statutes and rules and federal statutes and regulations, and quality and safety

standards, except that these methods do not apply to hospitals, including critical

reimbursement rate specified under this subdivision, hospitals may receive

4
5 access hospitals, that are reimbursed based on costs. In addition to the
6
7 supplemental payments as provided by state statutes or rules or federal statutes or

8 regulations.

9 SECTION 2. 49.45 (3) (e) 4. of the statutes is amended to read:
10 49.45 (3) (e) 4. If the department maintains a retrospective reimbursement
11 system under subd. 1. for specific provided services or commodities, total
12 reimbursement determined under subd. 1. for allowable services, care, or
13 commodities provided recipients during the hospital’s fiscal year may not exceed the

14 lower-of the hospital’s charges for the services

15 , plus any disproportionate share

16 funding that the hospital is qualified to receive under 42 USC 1396r-4. { /é\
(,17\/,SEKCTIQN\3\ 49.45 (6m) (ag) (intro.) of the statutes, as affecteMOS Wisconsin

18 Act 33, is amend\eh\ o.read: %/

19 49.45 (6m) (ag) (intro.)~Payment for car/ei/pxo/vided in a facility under this

20 subsection made under s. 20.435 (4) (b 3» %a), (0), (w), or (wm) shéll, except as

21 provided in pars. (bg), (bm), an ) : determined according to a prospective

22 payment system updated anm ally by the department™\The payment system shall

23 implementstandardﬂﬁ::are essary-and-properfor providing patien e-and

SR —patb > ctl i

24 that-meet reas ble and adequate to meet the costs that must be~xincurred b

25 efficientdy and economically operated facilities in order to provide care in com ormity

k
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with this subsection, with applicable state statutes and rules and Wit federal

1
2 statutes and regulations, any with quality and safety standards estab' ed under
3 subch. II of ch. 50 and ch. 150\ In addition to the prospective paA" ent 8 stem |
4 specified under this subsection, facilities may receive supple tal payments as
5 provided by state statutes or rules or federal statutes or regu tions. The payment \
6 system shall reflect all of the following: | E
7 SECTION 4. 49.45 (6m) (ag) 2. of the stay ates is Al | ended to read: /
8 49.45 (6m) (ag) 2. Standards estabhshe by the department for costs of f[‘
9 economically and efficiently operated facilitie tha shall be based upon allowable ‘
10 costs incurred by facilities in the state a available rom information submitted \
11 under par. (c¢) 3. and compiled by the defartment. | \
12 SECTION 5. 49.45 (6m) (ag) 2. offhe statutes, as aﬁ'ecte by 2003 Wisconsin Acts |
13 33 and .... (this act), is repealed #nd recreated to read: \
14 49.45 (6m) (ag) 2. Except as provided in subd. 3r., standard estabhshed by the <
15 department for costs of g¢onomically and efficiently operated facilities that shall be
16 based upon allowahlé costs incurred by facilities in the state as a railable from
17 itted under par. (c) 3. and coinpiled by the departme
18 SECTION 6. Effective dates. This act takes effect on the day after ptiblication
19
- 20 (1) NURSING HOME PAYMENT STANDARD. The repeal and recreation of sectio ' 49.45
(6m) (ag) 2. of the statutes takes effect on July 1, 2004. _ - J
- - s U, o



