
ANALYSIS OF HOUSE BILL1484
Modifying property valuation methods forreimbursing nursing facilities.

Health CareCommittee February 3,1999
WashingtonStateHouse ofRepresentatives

SPONSORS: Representatives Parlette and Cody.

BASIC BACKGROUND:

In1995, theLegislature repealed much ofthepayment systemtodevelop thecurrent casemix
paymentsystem.However,it chosenottomake anychangesintheproperty component.Rather,
theymandatedthat theDSHS studythepayment systemand report totheLegislature. In1998
thecurrent property systemwas extendedforone more yearpendingtheresults ofthis study.
Ifno legislation ispassedtheDSHS would be responsible fordeveloping a systeminrule that
would establish property rates.

WHAT THE BILLWILL DO

1) Forthereturn on investment financing allowance a floor on netbook valueissetat50% of
theundepreciated valueofassets used inthedelivery ofcare.

2) The financing allowance ismodified forthecostofnew construction over$5 million reducing
it fromtenpercent toninepercent ofbook value.

3) The department must usea resident occupancylevel of85 percent rather thantheanticipated
resident daysoccupancylevel toadjust theproperty and financing allowable rate forbanking
bedsorreturning thebeds touse.

4) Deprecation forfixed equipmentistiedto the life of the building fornew or replacement
building construction after 7/1/99.
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BACKGROUND:

The Capital reimbursement raterefers to thecostofcapital, building, and equipmentforeach
nursing home facility. Itisa uniquecost-based rateforeachnursing facility paidthrough three
componentsoftheoverall nursing home rate;


