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CHAPTER 117
[House Bill No. 728]

APPRAISALS-NURSING HOME AUDITING, REIMBURSEMENT

AN ACT Relating to appraisers; amending section 2, chapter 177, Laws of 1980 and RCW
74.46.020; and amending section 2, chapter 97, Laws of 1979 ex. sess. and RCW
79.01.525.

Be it enacted by the Legislature of the State of Washington:

Section 1. Section 2, chapter 177, Laws of 1980 and RCW 74.46.020
are each amended to read as follows:

Unless the context clearly requires otherwise, the definitions in this sec-
tion apply throughout this chapter.

(1) "Accrual method of accounting" means a method of accounting in
which revenues are reported in the period when they are earned, regardless
of when they are collected, and expenses are reported in the period in which
they are incurred, regardless of when they are paid.

(2) "Ancillary care" means those services required by the individual,
comprehensive plan of care provided by qualified therapists.

(3) "Appraisal" means the process of ((establishing)) estimating the fair
market value or reconstructing the historical cost of an asset acquired in a
past period as performed by ((a ,ndividual pfessinally d--. . . . td ;it,,

by the Amei...an intitute of . .. al...ta... ... .i . .mb , appia

institut_ (MAI), ot by t s oc ie.... of m estate i- alr t i al

esat anialyst (SREA) o, a senioi real puLzyazanI(SRPA))) a pro-
fessionally designated real estate appraiser with no pecuniary interest in the
property to be appraised. It includes a systematic, analytic determination
and the recording and analyzing of property facts, rights, investments, and
values based on a personal inspection and inventory of the property.

(4) "Arm's-length transaction" means a transaction resulting from
good-faith bargaining between a buyer and seller who are not related or-
ganizations and have adverse positions in the market place. Sales or ex-
changes of nursing home facilities among two or more parties in which all
parties subsequently continue to own one or more of the facilities involved
in the transactions shall not be considered as arm's-length transactions for
purposes of this chapter. Sale of a nursing home facility which is subse-
quently leased back to the seller within five years of the date of sale shall
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not be considered as an arm's-length transaction for purposes of this
chapter.

(5) "Assets" means economic resources of the contractor, recognized
and measured in conformity with generally accepted accounting principles.

(6) "Bad debts" means amounts considered to be uncollectable from ac-
counts and notes receivable.

(7) "Beds" means the number of set-up beds in the facility, not to ex-
ceed the number of licensed beds.

(8) "Beneficial owner" means:
(a) Any person who, directly or indirectly, through any contract, ar-

rangement, understanding, relationship, or otherwise has or shares:
(i) Voting power which includes the power to vote, or to direct the vot-

ing of such ownership interest; and/or
(ii) Investment power which includes the power to dispose, or to direct

the disposition of such ownership interest;
(b) Any person who, directly or indirectly, creates or uses a trust, proxy,

power of attorney, pooling arrangement, or any other contract, arrange-
ment, or device with the purpose or effect of divesting himself of beneficial
ownership of an ownership interest or preventing the vesting of such benefi-
cial ownership as part of a plan or scheme to evade the reporting require-
ments of this chapter;

(c) Any person who, subject to subparagraph (b) of this subsection, has
the right to acquire beneficial ownership of such ownership interest within
sixty days, including but not limited to any right to acquire:

(i) Through the exercise of any option, warrant, or right;
(ii) Through the conversion of an ownership interest;
(iii) Pursuant to the power to revoke a trust, discretionary account, or

similar arrangement; or
(iv) Pursuant to the automatic termination of a trust, discretionary ac-

count, or similar arrangement;
except that, any person who acquires an ownership interest or power speci-
fied in subparagraphs (i), (ii), or (iii) of this subparagraph (c) with the
purpose or effect of changing or influencing the control of the contractor, or
in connection with or as a participant in any transaction having such pur-
pose or effect, immediately upon such acquisition shall be deemed to be the
beneficial owner of the ownership interest which may be acquired through
the exercise or conversion of such ownership interest or power;

(d) Any person who in the ordinary course of business is a pledgee of
ownership interest under a written pledge agreement shall not be deemed to
be the beneficial owner of such pledged ownership interest until the pledgee
has taken all formal steps necessary which are required to declare a default
and determines that the power to vote or to direct the vote or to dispose or
to direct the disposition of such pledged ownership interest will be exercised;
except that:
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(i) The pledgee agreement is bona fide and was not entered into with the
purpose nor with the effect of changing or influencing the control of the
contractor, nor in connection with any transaction having such purpose or
effect, including persons meeting the conditions set forth in subparagraph
(b) of this subsection; and

(ii) The pledgee agreement, prior to default, does not grant to the
pledgee:

(A) The rower to vote or to direct the vote of the pledged ownership
interest; or

(B) The power to dispose or direct the disposition of the pledged owner-
ship interest, other than the grant of such power(s) pursuant to a pledge
agreement under which credit is extended and in which the pledgee is a
broker or dealer.

(9) "Capitalization" means the recording of an expenditure as an asset.
(10) "Contractor" means an entity which contracts with the department

to provide services to medical care recipients in a facility and which entity is
responsible for operational decisions.

(11) "Department" means the department of social and health services
(DSHS) and its employees.

(12) "Depreciation" means the systematic distribution of the cost or
other basis of tangible assets, less salvage, over the estimated useful life of
the assets.

(13) "Direct care supplies" means medical, pharmaceutical, and other
supplies required for the direct nursing and ancillary care of medical care
recipients.

(14) "Entity" means an individual, partnership, corporation, or any oth-
er association of individuals capable of entering enforceable contracts.

(15) "Equity" means the net book value of all tangible and intangible
assets less the recorded value of all liabilities, as recognized and measured
in conformity with generally accepted accounting principles.

(16) "Facility" means a nursing home licensed in accordance with
chapter 18.51 RCW, or that portion of a hospital licensed in accordance
with chapter 70.41 RCW which operates as a nursing home.

(17) "Fair market value" means the replacement cost of an asset less
observed physical depreciation on the date for which the market value is
being determined.

(18) "Financial statements" means statements prepared and presented
in conformity with generally accepted accounting principles including, but
not limited to, balance sheet, statement of operations, statement of changes
in financial position, and related notes.

(19) "Generally accepted accounting principles" means accounting
principles approved by the financial accounting standards board (FASB).
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(20) "Generally accepted auditing standards" means auditing standards
approved by the American institute of certified public accountants
(AICPA).

(21) "Goodwill" means the excess of the price paid for a business over
the fair market value of all other identifiable, tangible, and intangible assets
acquired.

(22) "Historical cost" means the actual cost incurred in acquiring and
preparing an asset for use, including feasibility studies, architect's fees, and
engineering studies,

(23) "Imprest fund" means a fund which is regularly replenished in ex-
actly the amount expended from it.

(24) "Joint facility costs" means any costs which represent resources
which benefit more than one facility, or one facility and any other entity.

(25) "Medical care program" means medical assistance provided under
RCW 74.09.500 or authorized state medical care services.

(26) "Medical care recipient" or "recipient" means an individual deter-
mined eligible by the department for the services provided in chapter 74.09
RCW.

(27) "Net book value" means the historical cost of an asset less accu-
mulated depreciation.

(28) "Net invested funds" means the net book value of tangible fixed
assets employed by a contractor to provide services under the medical care
program, including land, buildings, and equipment as recognized and mea-
sured in conformity with generally accepted accounting principles, plus an
allowance for working capital which shall be five percent of the allowable
costs of each contractor for the previous calendar year.

(29) "Operating lease" means a lease under which rental or lease ex-
penses are included in current expenses in accordance with generally ac-
cepted accounting principles.

(30) "Owner" means a sole proprietor, general or limited partners, and
beneficial interest holders of five percent or more of a corporation's out-
standing stock.

(31) "Ownership interest" means all interests beneficially owned by a
person, calculated in the aggregate, regardless of the form which such ben-
eficial ownership takes.

(32) "Padii.t day" or "client day" means a calendar day of care which
will include the day of admission and exclude the day of discharge; except
that, when admission and discharge occur on the same day, one day of care
shall be deemed to exist.

(33) "Professionally designated real estate appraiser" means an individ-
ual who is regularly engaged in the business of providing real estate valua-
tion services for a fee, and who is deemed qualified by a nationally
recognized real estate appraisal educational organization on the basis of ex-
tensive practical appraisal experience, including the writing of real estate
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valuation reports as well as the passing of written examinations on valuation
practice and theory, and who by virtue of membership in such organization
is required to subscribe and adhere to certain standards of professional
practice as such organization prescribes.

(34) "Qualified therapist" means:
(a) An activities specialist who has specialized education, training, or

experience as specified by the department;
(b) An audiologist who is eligible for a certificate of clinical competence

in audiology or who has the equivalent education and clinical experience;
(c) A mental health professional as defined by chapter 71.05 RCW;
(d) A mental retardation professional who is either a qualified therapist

or a therapist approved by the department who has had specialized training
or one year's experience in treating or working with the mentally retarded
or developmentally disabled;

(e) A social worker who is a graduate of a school of social work;
(f) A speech pathologist who is eligible for a certificate of clinical com-

petence in speech pathology or who has the equivalent education and clini-
cal experience;

(g) A physical therapist as defined by chapter 18.74 RCW; and
(h) An occupational therapist who is a graduate of a program in occu-

pational therapy, or who has the equivalent of such education or training.
(((34))) (35) "Questioned costs" means those costs which have been

determined in accordance with generally accepted accounting principles but
which may constitute disallowed costs or departures from the provisions of
this chapter or rules and regulations adopted by the department.

(((--))) (36) "Records" means those data supporting all financial state-
ments and cost reports including, but not limited to, all general and subsid-
iary ledgers, books of original entry, and transaction documentation,
however such data are maintained.

(((-36))) (37) "Related organization" means an entity which is under
common ownership and/or control with, or has control of, or is controlled
by, the contractor.

(a) "Common ownership" exists when an entity is the beneficial owner
of five percent or more ownership interest in the contractor and any other
entity.

(b) "Control" exists where an entity has the power, directly or indirect-
ly, significantly to influence or direct the actions or policies of an organiza-
tion or institution, whether or not it is legally enforceable and however it is
exercisable or exercised.

(((-3-7))) (38) "Restricted fund" means those funds the principal and/or
income of which is limited by agreement with or direction of the donor to a
specific purpose.

(((38-))) (39) "Secretary" means the secretary of the department of so-
cial and health services.
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(((39))) (40) "Title XIX" or "Medicaid" means the 1965 amendments
to the social security act, P.L. 89-07, as amended.

Sec. 2. Section 2, chapter 97, Laws of 1979 ex. sess. and RCW 79.01-
.525 are each amended to read as follows:

During the term of an existing lease and in issuing or renewing leases or
re-leasing harbor areas pursuant to RCW 79.01.520, the annual rental fee
for a harbor area lease shall not increase at a rate of more than six percent
per year, regardless of the reappraised value of the harbor area unless the
reappraisal is conducted by ((an-in-dt-pendctitr-Fe ppiaise who is a inm.,
of-th Appiaal Intitute -nd- sigrated M.A.!. mirnbrzf .ti. Sc..i-
ety-of- Ral Estte.. Appiai...L w i dcsignted S.R.P.A. S.R..A.)) a
professionally designated real estate appraiser with nopecuniary interest in
the property to be appraised and who uses local comparable land values.
This section shall expire and have no further legal effect after July 1, 1982.

Passed the House March 9, 1982.
Passed the Senate March 7, 1982.
Approved by the Governor March 31, 1982.
Filed in Office of Secretary of State March 31, 1982.

CHAPTER 118
[Substitute House Bill No. 848]

CHILD WELFARE SERVICES

AN ACT Relating to child welfare; amending section 17, chapter 172, Laws of 1967 as last
amended by section 16, chapter 298, Laws of 1981 and RCW 74.13.031; amending sec-
tion 4, chapter 63, Laws of 1971 ex. sess. as amended by section 8, chapter 67, Laws of
1979 ex. sess. and RCW 74.13.109; amending section 2, chapter 172, Laws of 1967 as last
amended by section 83, chapter 155, Laws of 1979 and RCW 74.15.020; amending sec-
tion 3, chapter 172, Laws of 1967 as last amended by section I, chapter 125, Laws of
1980 and RCW 74.15.030; amending section 4, chapter 172, Laws of 1967 as amended by
section 356, chapter 141, Laws of 1979 and RCW 74.15.040; amending section 5, chapter
172, Laws of 1967 as amended by section 357, chapter 141, Laws of 1979 and RCW 74-
.15.050; amending section 6, chapter 172, Laws of 1967 as amended by section 14, chap-
ter 18, Laws of 1970 ex. sess. and RCW 74.15.060; amending section 9, chapter 172,
Laws of 1967 as amended by section 73, chapter 80, Laws of 1977 ex. sess. and RCW
74.15.090; amending section 10, chapter 172, Laws of 1967 as amended by section 360,
chapter 141, Laws of 1979 and RCW 74.15.100; amending section 13, chapter 172, Laws
of 1967 as amended by section 362, chapter 141, Laws of 1979 and RCW 74.15.130;
amending section 15, chapter 172, Laws of 1967 and RCW 74.15.150; amending section
16, chapter 172, Laws of 1967 and RCW 74.15.160; and adding new sections to chapter
74.13 RCW.

Be it enacted by the Legislature of the State of Washington:
NEW SECTION. Section 1. There is added to chapter 74.13 RCW a

new section to read as follows:
The department shall adopt rules pursuant to chapter 34.04 RCW

which establish goals as to the maximum number of children who will re-
main in foster care for a period of longer than twenty-four months. The
department shall also work cooperatively with the major private child care
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