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PO Box 47890 Olympia, WA 98504
www.doh.wa.gov + TDD Relay: 711

November 12, 2025

Mike Pugsley, Development Director
Ashley House Northwest

Sent via email: mike(@ashlevhousekids.com

RE: Certificate of Need Application #25-19 — Ashley House Amendment Project
To all:

We have completed review of the Certificate of Need application submitted by Ashley House
proposing to amend CN-1818 due to cost overruns with the approved project located in King
County. Attached is a written evaluation of the application.

For the reasons stated in the attached decision, the application is consistent with the applicable
criteria of the Certificate of Need Program, provided Ashley agrees to the following in its entirety.

Project Description:

This amended certificate approves the establishment of a 15-bed pediatric skilled nursing facility
at the address of 18904 Burke Ave. N., in Shoreline, [98133] within King County. At project
completion, Ashley House/Bridges to Home will be operating 15 pediatric skilled nursing beds.
The breakdown of the number of beds following completion of this project is below.

Bed Type Total # of Beds
SNF beds 15
Total 15

Conditions:

1. Approval of the project description as stated above. Further, Ashley House agrees that
any change to the project as described in the project description is a new project that
requires a new Certificate of Need.

2. Ashley House will finance this project as stated in the amendment application.

Prior to providing services at the new pediatric nursing home, Ashley House will provide

the name and credential number for the medical director.

[98)
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Approved Costs:
The capital expenditure approved with this project totals $11,032,875

Please notify the Department of Health within 20 days of the date of this letter whether you accept
the above project description, conditions, and capital costs for your project. If you accept these in
their entirety, your application will be approved, and a Certificate of Need sent to you.

If you reject any of the above provisions, your application will be denied. The department will
send you a letter denying your application and provide you information about your appeal rights.

Send your written response to the Certificate of Need Program at this email address:
cn@doh.wa.gov.

If you have any questions or would like to arrange for a meeting to discuss our decision, please
contact the Certificate of Need Program at (360) 236-2955.

Sincerely,

Eric Hernandez,
Certificate of Need
Office of Community Health Systems

Attachment
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EVALUATION DATED NOVEMBER 12, 2025, FOR THE CERTIFICATE OF NEED
APPLICATION SUBMITTED BY ASHLEY HOUSE PROPOSING TO AMEND
CERTIFICATE OF NEED #1818

APPLICANT DESCRIPTION

Ashley House
Ashley House is a nonprofit agency whose purpose is to serve young adults and children with special

health care needs and their families. Ashley House is dedicated to helping families build new lives
together with their medically fragile children and strives to provide high-quality, cost-effective health
care in home-like settings for children as an alternative to hospitalization.

Ashley House was created in 1989 to fill a gap in services to medically fragile children. Prior to the
creation of Ashley House, medically fragile and complex children, for lack of proper alternatives, stayed
in hospitals longer than necessary, resided in adult nursing homes or were placed out of state far away
from their families.

Ashley House is governed by a Board of Directors who represent several community sectors: legal,
medical, financial, education. They are dedicated to supporting the mission of Ashley House and to
upholding their fiduciary responsibility of being good stewards of the community resources that make
Ashley House possible. [source: Initial Application, p1; Ashley House website]

Bridges to Home, the skilled nursing facility that is the focus of this evaluation, is the only healthcare
facility' owned and operated by Ashley House. In Washington State, Ashley House operates six group
homes that provide care to medically fragile children as well as in-home services. [source: Amendment
Application, p6]

BACKGROUND INFORMATION, INITIAL APPROVAL, AND AMENDMENT PROJECT

On October 3, 2019, CN #1818 was issued to Ashley House approving establishment of a 15-bed
pediatric skilled nursing facility. The address for the skilled nursing facility is 18904 Burke Avenue
North in Shoreline [98133]. This project originally estimated the project completion date of January
2020 but was completed in February 2024. The approved capital expenditure associated with the project
was $5,456,557, which included land purchase, construction costs, moveable equipment purchases, fees,
taxes, and financing costs. [source: CN #1818].

The initial funding source was a combination of cash on hand, grants, and a loan from Banner Bank for
$1,700,000. The applicant provided a letter from Banner Bank outlining draft terms for the loan and
financial information detailing cash reserves available for the project.

During the implementation of CN #1818, Ashley House incurred significant capital costs establishing
the facility and elected to change the funding source for the project because the original lender, Banner
Bank, declined to agree to favorable terms. Ashley House financed the project through Heritage Bank.
[source: Application, Exhibit 7 and June 9, 2025, screening responses, p2]

This amendment application proposes to amend CN #1818 for the following reason:

' As defined in WAC 246-310



WAC 246-310-570 Circumstances for which an amended certificate of need is required.

(1) An amended certificate of need shall be required for any of the following modifications of a project
for-which a certificate of need was issued and has been submitted in accordance with subsection (2)
of this section:

... (d) The modification or release of a condition placed on a certificate of need.

Ashley House has requested an amendment to CN #1818 related to condition #2, which states “Ashley
House shall finance this project consistent with the financing described in the application.” [source: CN
#1818] The new funding source is $5.2 million of term loan and revolving loan financing through
Heritage Bank. Ashley House demonstrated sufficient cash on hand if project costs exceed the amount
of the loan, but that is not expected.

CN #1818 was issued with an approved capital expenditure of $5,456,557. With the construction
completed on the previously approved project and changes in funding sources, the capital expenditure
now totals $11,032,875. This amount is approximately 103% more than the approved costs for CN #1818
and requires an amendment of CN #1818 under WAC 246-310-570(1)(e).? The scope of the project has
not changed. Additionally, this project commenced in April 2020, and the project was completed in May
2025, making the project’s first full three years are 2026 through 2028. [source: June 9, 2025, screening
responses, Attachment 1].

APPLICABILITY OF CERTIFICATE OF NEED LAW

This project is subject to review under Revised Code of Washington 70.38.105(4)(a) and Washington
Administrative Code 246-310-570(1)(d) a significant change in the cost of the approved project and the
request to modify or release a condition placed on an issued Certificate of Need.

EVALUATION CRITERIA

WAC 246-310-200(1)(a)-(d) identifies the four determinations that the department must make for each
application. WAC 246-310-200(2) provides additional directions in how the department is to make its
determinations.

If chapter 246-310 WAC does not contain service or facility standards in sufficient detail to make the
required determinations, WAC 246-310-200(2)(b) identifies the types of standards the department may
consider in making its required determinations.

The review for an amendment project is limited to only those criteria that would be affected by the
amendment, provided that the amendment does not significantly alter the project. CN #1818 includes
four conditions, the second is “Ashley House shall finance this project consistent with the financing
described in the application.” For CN #1818, Ashley House incurred capital costs over 12% what was
approved.

2 WAC 246-310-570(1)(e) requires an amended CN when any of the following conditions exist: A significant reduction in
the scope of a project for which a certificate of need has been issued without a commensurate reduction in the cost of the
project, or the project cost increases (as represented in bids on a construction project or final cost estimate or estimates
acceptable to the person to whom the certificate of need was issued) when the total of such increases exceeds twelve percent
or fifty thousand dollars, whichever is greater (emphasis added) over the maximum capital expenditure specified by the
secretary's designee in issuing the certificate of need: Provided however, That the review of such reductions or cost increases
shall be restricted to the continued conformance of the project with the criteria contained in WAC 246-310-220 and 246-310-
240
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The changes described in this amendment application affect the financial feasibility criteria previously
reviewed, therefore, the focus of this amendment review is the financial feasibility criteria under WAC
246-310-220.

TYPE OF REVIEW

As allowed under WAC 246-310-570, the department accepted this project as an amendment to an
existing Certificate of Need. As permitted under WAC 246-310-570(4) the department reviewed this
application under the expedited review process set forth in WAC 246-310-150.

APPLICATION CHRONOLOGY

Action Ashley House
Letter of Intent Submitted August 29, 2024
Application Submitted February 24, 2025
Department’s pre-review activities

e DOH Ist Screening Letter April 17,2025

e Applicant’s Responses Received June 10, 2025

e DOH 2™ Screening Letter June 25, 2025

e Applicant’s Responses Received September 15, 2025
Beginning of Review September 18, 2025
End of Public Comment; No Public Hearing Conducted October 8, 2025
Rebuttal Comments Due October 22, 2025
Department's Anticipated Decision Date November 12, 2025
Department's Actual Decision Date November 12, 2025

AFFECTED PERSONS

“Affected persons” are defined under WAC 246-310-010(2). To qualify as an affected person someone
must first qualify as an “interested person” defined under WAC 246-310-010(34). For this project, there
were no requests for interested or affected person status.

SOURCE INFORMATION REVIEWED

Ashley House’s amended Certificate of Need application received February 24, 2025
Ashley House’s first screening responses received June 10, 2025

Ashley House’s first screening responses received September 15, 2025

Ashley House’s Certificate of Need initial application received August 31, 2018
Certificate of Need #1818 issued on October 15, 2019

October 3, 2019, evaluation of the initial Certificate of Need application #19-11 associated with the
issuance of Certificate of Need #1818

Quarterly progress reports related to Certificate of Need #1818

e Certificate of Need facility file for Ashley House

e Washington State Secretary of State website at https://sos.wa.gov

CONCLUSION

For the reasons stated in this evaluation, the amendment application submitted by Ashley House remains
consistent with the applicable review criteria of the Certificate of Need Program, provided Ashley House
agrees to the following in its entirety.

Project Description:
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This amended certificate approves the establishment of a 15-bed pediatric skilled nursing facility at the
address of 18904 Burke Ave. N., in Shoreline, [98133] within King County. At project completion,
Ashley House/Bridges to Home will be operating 15 pediatric skilled nursing beds. The breakdown of
the number of beds following completion of this project is below.

Bed Type Total # of Beds
SNF beds 15
Total 15

Conditions:

1. Approval of the project description as stated above. Further, Ashley House agrees that any
change to the project as described in the project description is a new project that requires a new
Certificate of Need.

2. Ashley House will finance this project as stated in the amendment application.

3. Prior to providing services at the new pediatric nursing home, Ashley House will provide the
name and credential number for the medical director.

Approved Costs:
The capital expenditure approved with this project totals $11,032,875
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CRITERIA DETERMINATIONS

A. Need (WAC 246-310-210)
Based on the source information reviewed and the applicant’s agreement to the conditions identified
in the “Conclusion” section of this evaluation, the department determines that the Ashley House
project continues to meet the applicable need criteria in WAC 246-310-210 and the applicable
ambulatory surgery facility criteria in WAC 246-310-270.

(1) The population served or to be served has need for the project and other services and facilities of
the type proposed are not or will not be sufficiently available or accessible to meet that need.

(2) All residents of the service area, including low-income persons, racial and ethnic minorities, women,
handicapped persons, and other underserved groups and the elderly are likely to have adequate
access to the proposed health service or services.

(3) The applicant has substantiated any of the following special needs and circumstances the proposed
project is to serve.

(a) The special needs and circumstances of entities such as medical and other health professions
schools, multidisciplinary clinics and specialty centers providing a substantial portion of their
services or resources, or both, to individuals not residing in the health service areas in which the
entities are located or in adjacent health service areas.

(b)_The special needs and circumstances of biomedical and behavioral research projects designed
to meet a national need and for which local conditions offer special advantages.

(c) The special needs and circumstances of osteopathic hospitals and non-allopathic services.

(4) The project will not have an adverse effect on health professional schools and training programs.
The assessment of the conformance of a project with this criterion shall include consideration of:
(a) The effect of the means proposed for the delivery of health services on the clinical needs of health

professional training programs in the area in which the services are to be provided.

(b) If proposed health services are to be available in a limited number of facilities, the extent to
which the health professions schools serving the area will have access to the services for training
purposes.

(5) The project is needed to meet the special needs and circumstances of enrolled members or
reasonably anticipated new members of a health maintenance organization or proposed health
maintenance organization and the services proposed are not available from nonhealth maintenance
organization providers or other health maintenance organizations in a reasonable and cost-effective
manner _consistent with the basic method of operation of the health maintenance organization or
proposed health maintenance organization.

Initial Evaluation Summary
In its October 3, 2019, initial evaluation supporting the issuance of CN #1818, the department
concluded that the sub-criteria under (1) and (2) above were met based on the following factors:

1) A review of both Ashley House’s and the department’s numeric methodologies, resulting in
the department agreeing that the numeric need methodology for nursing home beds does not
address the pediatric population in need of the care received in a skilled nursing facility;

2) Ashley House’s demonstration of access to nursing home services in King County for
pediatric patients;

3) A review of Ashley House’s Admission Agreement and Patient Rights and Responsibilities
Policy; and,

4) Public comment and rebuttal comment on the project

[source: Initial evaluation, pp8-15]
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The October 3, 2019, initial evaluation also concluded that the sub-criterion under (3), (4), and (5)
did not apply to the initial project. [source: Initial evaluation, p15]

Department Review
The amendment application does not change the department’s initial conclusion related to the criteria
identified above. The criteria under WAC 246-310-210 and applicable sections of WAC 246-
310-270 remain met.

B. Financial Feasibility (WAC 246-310-220)
Based on the source information reviewed and the applicant’s agreement to the conditions identified
in the “Conclusion” section of this evaluation, the department determines the Ashley House project
continues to meet the financial feasibility criteria in WAC 246-310-220.

(1) The immediate and long-range capital and operating costs of the project can be met.

WAC 246-310 does not contain specific WAC 246-310-220(1) financial feasibility criteria as
identified in WAC 246-310-200(2)(a)(i). There are also no known recognized standards as identified
in WAC 246-310-200(2)(a)(ii) and (b) that directs what the operating revenues and expenses should
be for a project of this type and size. Therefore, using its experience and expertise the department
evaluates if the applicant’s pro forma income statements reasonably project the proposed project is
meeting its immediate and long-range capital and operating costs by the end of the third complete
year of operation.

Initial Evaluation Summary
In its October 3, 2019, initial evaluation supporting the issuance of CN #1818, the department
concluded that this sub-criterion was met based on the following factors:
1) A review of Ashley House’s assumptions supporting its projected number of patient days at
the new nursing home; and,
2) A review of Ashley House’s assumptions supporting its projected revenue, total expenses,
and net income by the end of the third year of operation for the new nursing home; and
3) A review of Ashley House’s revenue and expense statements for projected calendar years
2020 through 2023.

[source: Initial evaluation, p20-25]

Amendment Application

This application proposes to amend CN #1818 because condition #2 of the certificate requires that
“Ashley House shall finance this project consistent with the financing described in the application.”
During the implementation of this project, Ashley House incurred significant capital cost overruns.
An amendment is therefore required under WAC 246-310-570(1)(d) which states in part:

(1) An amended certificate of need shall be required for any of the following modifications of a
project for which a certificate of need was issued and has been submitted in accordance with
subsection (2) of this section:

... (d)The modification or release of a condition placed on a certificate of need

Below is the applicant’s explanation for the change in financing for this project. [source: September
15, 2025, screening responses, p2]

“Per our technical assistance conversation with the Program on July 17, 2025, following CN
approval, Banner Bank declined to be the lender for the construction project, and Heritage Bank
stepped up to provide a financing package that best supported the Bridges to Home project.”
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Department Evaluation

In the initial evaluation, the approved capital expenditure as identified in the initial application was
$5,456,557. The costs included land purchase, building construction, utilities, moveable equipment,
fees, taxes, and financing costs. [source: Initial Application, p22 and Initial Evaluation, p20]

Ashley House provided the following reason for the change in funding for the project. [source: June
9, 2025, screening responses, p2]

“During the original CN process, all indicators were that Banner would be the lender. In the end,
Heritage provided a financing package that best supported Ashley House.”

The department concludes that Ashley House has provided a reasonable explanation for the changes
in financing. The applicant notified the department in August 2021 of the cost overruns.

The assumptions used by Ashley House were based upon Ashley House’s existing operations and

experience and assumptions regarding Bridges to Home actual experience. [source: Application,
Exhibit 8]

During screening, the applicant was asked to explain why Medicare and Medicaid patients account
for zero patient days. [source: June 9, 2025, screening response, p5]

“An updated Schedule A if [sic] provided in Attachment 3. On Schedule A, patient days for Medicare
is 80 because Medicare is not a typical funding source for our pediatric patient population. Also, on
Schedule A, Medicaid patient utilization is zero because, while our patients are typically Medicaid
eligible, we are not paid directly by Medicaid, but rather by an MCO. Our reimbursement for clients
is provided to us directly from an MCO at rates established between the MCOs and us. We currently
have contracts or Single Case Agreements with a number of MCOs. Historically, parents could
choose to stay on Fee For Service (FFS) Medicaid or receive benefit from one of the five Medicaid
Apple Health MCOs. Today, parents do not have that choice, and thus, the BTH expectation is that
the true Medicaid FFS patient utilization will remain at zero.”

Based on the statements above, the patient days projected by the applicant are listed below. [source:
June 9, 2025, screening responses, Attachment 3]
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Department Table 1
Projected Patient Days

Calendar Year | Medicare | Medicaid | Private | Other | Total
2025 0 0 408 | 3,672 4,080
2026 0 0 438 | 3,942 4,380
2027 0 0 438 | 3,942 4,380
2028 0 0 438 | 3,942 4,380

The primary assumptions used by Ashley House to determine the projected revenue, expenses, and
net income for the 15 SNF beds are listed below.

Applicant’s Tables

Line Item Assumption

Revenue:
Routine Revenue $2.500 per day and only paver 1s HMO-Other
Expenses:
Salaries, Wages, Benefits and Payroll Represented staff are on union contract with wage
Taxes INCTEASes.

2025 assumptions:

RIN: $62.00 (average):

MDS coordinator/staff development ($62.00
CNA: $33.78 (average):

LPN: $46.57 (average): Secial Services: $24.04
Adnumstrator: $72.50

Darector Learming and Empowerment (allocated
position)

Dietitian: $55.00

Food manager: $40.00
Dietary/Housekeeping/laundry: $32.00

Activity /OT: $46.31

Social Worker: §45.60

Maintenance: $36.68

Activity Assistant: $32.00

Accounting: Allocated position

Network Support: IT support

Reception/Admin: $39.67

Benefits, including payroll taxes were assumed to
be 17%.

Purchased Services (Line 54) Medical Director: $56.671

Pomary Care Team: $154,500.

Pharmacy: $6,180

Language line: $1.236

Food (including dietary supplements) $4 31 per patient day (confirm)

(Line 58)
Admin Supplies (Line 75) $100/month for office supplies; 150/month for
toner and paper: postage: 50/month
Accounting/Bookkeeping (Line 82) $200/month

Other Purchased services: (Line 84) $1,780/month for information system
subscription

Management Fees (overhead) (Line 89) 0.5% of annual revenue

Travel (Line 90) $675/month (mileage) and $850/year for travel
Education and In Service Training (Line Education and training: $1,144/month

93) Conferences: 77.50/month
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Line Item Assumption

Insurance (Line 94) $1.272/month (listed as other overhead)

Advertising (recruitment) (Line 98) $604/month (staff recrmitment & staff
employment expenses)

Nursing Supplies (Line 100) Nursing PPE: $2_000/month

Nursing OTC: $300/month
Incontinent: $2.500/month
Personal care: $1_200/month
Office Equipment Lease Payments (Line | $250/month

102)

Licenses (Line 103) $1.450.50 for all licenses (EMR, CLIA, software,
ete.). IT support: $2,060/month

Other (Line 104) Clothing and Toys: $100/month

Social and Cultural- $100/month
Summer/Winter Events: $400/event (2 per vear)
Holiday Party: $400 per event/2 per year
Family Supplies: $100/month

Staff appreciation and staff meetings: $276.50
Maintenance — purchased services (Line Equipment: $750/month; is this the same line
110) item as original?

Other maintenance: $2.128/month

Laundry — purchased services (Line 118) | Linen: $2.500/month

Housekeeping supplies (Line 125) Dietary disposables and chemicals: $350/month
Laundry disposables: $300/month
Housekeeping disposables and chemicals:
$1.050/month

Utalities (Line 139) $8.601 per month, also includes internet and
streaming service for residents

Property Insurance (Line 140) $1.229/mo.

Depreciation (Line 158) Based on the capital expenditure and assumes an

average useful life of 27.5 vears for the building,
20 years for land improvements and 7 vears for

equipment

Interest (Line 160) Is there a separate amortization schedule that we
could submit?

Vehicle Expense Average of $953.83 per month for gas, insurance

and maintenance

Specific to this sub-criterion, Ashley House provided a revised pro forma Revenue and Expense
Statement for the nursing home which incorporates this change in costs and financing. Based on the
information above, the table below shows a comparison of the projected revenue and expenses
provided in the initial and amended applications. [source: September 15, 2025, screening responses,
Attachment 1]

Department’s Table 2
Ashley House
Projected Revenue and Expense Statement Comparison

Initial Application
Partial Year 2020 CY 2021 CY 2022 CY 2023
Net Patient Revenue $2,092,413 $4,493,581 $4,665,016 $4,665,016
Total Expenses $2,038,751 $4,064,888 $4,085,219 $4,085,219
Net Profit/ (Loss) $53,662 $428,692 $579,797 $579,797
Amendment Application
| CY 2025 | CY2026 | CY2027 | CY2028
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Net Patient Revenue $8,078,395 $10,183,500 $10,183,500 $10,183,500

Total Expenses $5,413,023 $6,089,237 $6,270,643 $6,459,390

Net Profit/ (Loss) $2,665,372 $4,094,263 $3,912,857 $3,724,110
[sources: CN19-11 Evaluation, p17 and September 15, 2025, screening responses, Attachment 1]

The ‘Net Revenue’ line item is gross inpatient revenue. The ‘Total Expenses’ line item includes all
expenses related to the pediatric skilled nursing services, including salaries/wages, benefits. The
department notes that with the change in this amendment application, Ashley House continues to
project operating at a profit in its first full three years.

Ashley House also provided a calculation of the relevant financial ratios through the third full year
of operation. Their results are reported below. [source: September 15, 2025, screening responses, p3]

Applicant’s Table

Revised Table 1
Ashlev House Financial Ratios
Ratio }:;r"]g‘:lt 2025 | 2026 | 2027 | 2028
Current Ratio 18-25] -656| -3.66| 431|493
Assets Financed by Liabilities 0608 060 050] 050] 049
Total Operating Fxpense/Total Operating Revenue 10| 067 060[ 062) 063
Debt Service Coverage 15-20| 711| o970 ©37| 890

Source: Applicant

Based on the information above, and the acceptance of the Medical Director condition, the
department concludes that the immediate and long-range operating costs of the project can be met.
This sub-criterion is met.

(2) The costs of the project, including any construction costs, will probably not result in an unreasonable
impact on the costs and charges for health services.
WAC 246-310 does not contain specific WAC 246-310-220(2) financial feasibility criteria as
identified in WAC 246-310-200(2)(a)(i). There are also no known recognized standards as identified
in WAC 246-310-200(2)(a)(i1) and (b) that directs what an unreasonable impact on costs and charges
would be for a project of this type and size. Therefore, using its experience and expertise the
department compared the proposed project’s costs with those previously considered by the
department.

Initial Evaluation Summary
In its October 3, 2019, initial evaluation supporting the issuance of CN #1818, the department
concluded that this sub-criterion was met based on the following factors:
1) A review of Ashley House’s capital expenditure breakdown associated with establishing a
pediatric skilled nursing facility; and,
3) A review of Ashley House’s contractor estimate.
[source: Initial evaluation, pp18-19 and February 14, 2019, screening response, Attachment 3]

Amendment Application

This application proposes to amend CN #1818 because condition #2 of the certificate requires that

“Ashley House shall finance this project consistent with the financing described in the application.”

During the implementation of this project, Ashley House incurred significant cost overruns and
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changed the financing proposed in the initial application. An amendment is therefore required under
WAC 246-310-570(1)(d) which states in part:

(1) An amended certificate of need shall be required for any of the following modifications of a
project for which a certificate of need was issued and has been submitted in accordance with
subsection (2) of this section.

... (d)The modification or release of a condition placed on a certificate of need

The proposed facility will operate from an existing structure at the proposed site and will involve the
remodeling of the interior. The initial projected capital costs for Bridges to Home were $5,456,557.

[source: Initial Evaluation, p18]

Department’s Table 4

Ashley House Capital Expenditure Breakdown

Item Initial Costs Amendment Costs
Land purchase $334,491 $334,491

Utilities to Lot Line $84,594 $74,244

Land Improvements $191,268 $131,980

Building Purchase $986,565 $987,366

Construction $2,971,793 $8.914,445

Moveable Equipment $140,009 $119,318
Architect/Engineering Fees $120,000 $195,240

Consulting Fees $65,000 $29,337

Site Prep $35,000 $8,441

Supervision $20,000 $0

Other-Loan Fees $85,000 $31,437

Sales Tax- Building Construction $297,179 Included with Construction
Sales Tax- Equipment $14,001 Included with Moveable Equipment
Fees/Permits $75,000 $152.363

Construction Review Fees $36,657 $54,214

Total Costs $5,456,557 $11,032,875

In relation to the increase in capital costs, Ashley house provided the following explanation. [source:
June 9, 2025, screening responses, p2]
“The reasons for the increases in capital costs between the original application and the amended
application are:
o The original contractor, Square Peg LLC, made serious errors, including:
o Completing construction that did not comply with WAC requirements or the design
approved by Construction Review Services.
o Not paying subcontractors working on the project for over a year.
o Refusing to respond to or fix identified errors.
o Eventually walking away from the project and dissolving the LLC.
e Both the architect firm’s staff architect responsible for overseeing the compliance and quality
of the project and the City of Shoreline inspectors signed off on the work of Square Peg, LLC,
never citing any issues with compliance or construction.

By the time Ashley House was made aware of the errors made by Square Peg, there was a need
for multiple fixes which added significant additional construction costs. A second construction
company, Ryan Construction, was engaged to assess and identify all construction problems, fix
those problems, and complete the remainder of the work.
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o Examples of work that needed to be redone includes:

o An undersized elevator was installed and had to be removed. Elevator shaft
construction needed to be redone for the larger elevator, necessitating adjustments
to other aspects of construction.

o Some interior hallways did not meet the width requirements in WAC. Fixing the
hallways required moving walls, impacting adjacent room sizes, plumbing and
electrical.

o The project commenced at the beginning of the COVID pandemic. Our project was
considered an “Essential Project” by the state because of its expected impact on outcomes
for medically complex pediatric patients and their families, the additional risk factors for
these patients being hospitalized, and the limited hospital space overall. However,
undertaking construction during COVID meant construction costs, including materials and
labor, increased greatly from originally projected.”

Department Evaluation

The applicant provided a reasonable rationale for changing the funding for this project. The
comparison information provided by Ashley House demonstrates that the changes in funding do not
unreasonably affect the costs of the project. The department also notes that while the costs for the
project have increased in most areas, these increases are not a result of the change in financing. This
funding approach is reasonable for this project.

Based on the information provided above, the department concludes that the cost of this project is
unlikely to have an unreasonable impact on the costs and charges for health services within the
service area. This sub-criterion remains met.

(3) The project can be appropriately financed.
WAC 246-310 does not contain specific source of financing criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-
200(2)(a)(i1) and (b) that directs how a project of this type and size should be financed. Therefore,
using its experience and expertise the department compared the proposed project’s source of
financing to those previously considered by the department.

Initial Evaluation Summary
In its October 3, 2019, initial evaluation supporting the issuance of CN #1818, Ashley House
intended to fund the project using financing through Banner Bank. Ashley House provided audited
financial statements for the years 2016-2017. A statement of cash flows, balance sheets, and draft
amortization schedule from Banner Bank confirming draft terms of the loans were also provided and
were deemed reasonable. The statement of cash flows and balance sheets contained projected
financial information for the years 2020-2023. In its initial evaluation, the department concluded that
the Ashley House project met this sub-criterion due to the following:

1) A review of Ashley House’s historical and current financial health;

2) Information provided by Banner Bank; and

3) The audited financial statements.

[source: Initial Evaluation, pp19-20, Initial Application, Appendix 1, and February 14, 2019, screening

responses, Attachment 2]

Amendment Application
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The project was funded using a combination of equity, debt, and grants. The breakdown of the final
funding sources is as follows:

Department’s Table 5
Funding of Capital Expense

Details Dollar Amount
Commercial Loans 3.85% interest for a term of 10 years | $5,140,000
Grants $2,037,000
Accumulated Reserves | Reserves from Ashley House $1,534,819
Owner's Equity Building/Land Purchase $1,321,056
Other - (specify) Secured Gift $1,000,000
Total | $11,032,875

[source: Application, p22]

The commercial loan is through Heritage Bank and amortization schedule was provided. [source:
Application, Exhibit 7] The land has already been purchased and construction completed. The
applicant provided a signed affidavit confirming final constructions costs. [source: June 9, 2025,
screening response, Attachment 1] A review of the applicant’s financial statements demonstrate the
funds are available.

The final piece of the funding model is a secured gift from Seattle Children’s Hospital. Throughout
the application, Ashley House cites Seattle Children’s Hospital’s support in the application for and
development of the Bridges to Home facility. Ashley House reports, “Seattle Children’s 2017
Department of Health year-end report demonstrates that it has $421million in current assets
including 380 million in cash. This is more than sufficient to fund its gift to Ashley House”. [source:
Initial Evaluation, p22]

Department’s Evaluation

The change to this project, in addition to the timeline modification, increases capital costs by
$5,576,317 and increases expenses on an annual basis. The annual expenses increase greatly for the
first three full years of operation. The tables below demonstrate the differences in expenses from the
initial to amendment application, and do not include all values used to determine net income

Department’s Table 6
Ashley House’s Summary of Changed Expenses
Initial Application #19-11

2020 CY 2021 CY 2022 CY 2023
Partial Year | Full Year 1 Full Year 2 Full Year 3

Total Routine Expenses $1,907,191 $3,783,838 $3,794,131 $3,794,131
Other Expenses $131,560 $281,050 $291,088 $291,088
Total Operating Expenses $2,038,751 $4,064,888 $4,085,219 $4,085,219
Other Income $213,773 $456,681 $492,991 $492,991
Net Income $53,662 $428,693 $599,797 $599,797

Department’s Table 7

Ashley House’s Summary of Changed Expenses
Amendment Application #25-19
2025 CY 2026 CY 2027 CY 2028
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Partial Year | Full Year 1 Full Year 2 Full Year 3
Total Routine Expenses $5,393,630 $6,085,237 $6,260,570 $6,442,827
Other Expenses $19,393 $4,000 $4,120 $4,244
Total Operating Expenses $5,413,023 $6,089,237 $6,264,690 $6,447,071
Net Income $2,665,372 $4,094,263 $3,918,810 $3,736,429

As shown in the above tables expenses expected to be higher with this amended project include:
1) Nursing services
2) Food
3) Property
4) Administration & Operations

Even with this annual increase in expenses and decreased profitability relative to the initial application,
the amended project still generates a positive net income for Ashley House by the third full year of
operation. Based on the above information, the department concludes that Ashley House’s change of
financing is appropriate for this project. This sub-criterion is met.

C. Structure and Process (Quality) of Care (WAC 246-310-230)
Based on the source information reviewed and the applicant’s agreement to the conditions identified
in the conclusion section of this evaluation, the department determines that Ashley House met the
applicable structure and process of care criteria in WAC 246-310-230.

(1) A sufficient supply of qualified staff for the project, including both health personnel and management
personnel, are available or can be recruited.

(2) The proposed service(s) will have an appropriate relationship, including organizational
relationship, to ancillary and support services, and ancillary and support services will be sufficient
to support any health services included in the proposed project.

(3) There is reasonable assurance that the project will be in conformance with applicable state licensing
requirements _and, if the applicant is or plans to be certified under the Medicaid or Medicare
program, with the applicable conditions of participation related to those programs.

(4) The proposed project will promote continuity in the provision of health care, not result in an
unwarranted fragmentation of services, and have an appropriate relationship to the service area's
existing health care system.

(5) There is reasonable assurance that the services to be provided through the proposed project will be
provided in a manner that ensures safe and adequate care to the public to be served and in accord
with applicable federal and state laws, rules, and regulations.

Initial Evaluation Summary
In its October 3, 2019, initial evaluation supporting the issuance of CN #1818, the department
concluded that this sub-criterion was met based on the following factors:
1) Ashley House’s demonstration of adequate staffing for the 15-bed pediatric skilled nursing
facility and its ability to recruit and retain staff;
2) Ashley House’s demonstration of its ability to maintain appropriate healthcare ancillary and
support relationships in King County;
3) A review of Ashley House’s quality of care history in Washington State; and,
4) Ashley House’s demonstration of its ability to promote continuity in the provision of care
within King County.
[source: Initial evaluation of CN application #19-11, p22-27]
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Department’s Review

There were no public comments submitted during the review of this amendment application. The
changes provided in the amendment application do not affect the department’s review of this sub-
criterion. This sub-criterion remains met.

. Cost Containment (WAC 246-310-240)

Based on the source information reviewed and the applicant’s agreement to the conditions identified
in the “Conclusion” section of this evaluation, the department determines that the Ashely House
project continues to meet the cost containment criteria in WAC 246-310-240.

(1) Superior alternatives, in terms of cost, efficiency, or effectiveness, are not available or practicable.
(2) In the case of a project involving construction:

(a) The costs, scope, and methods of construction and energy conservation are reasonable;
(b) The project will not have an unreasonable impact on the costs and charges to the public of
providing health services by other persons.

(3) The project will involve appropriate improvements or innovations in the financing and delivery of health

services which foster cost containment, and which promote quality assurance and cost effectiveness.

Initial Evaluation Summary
In its October 3, 2019, initial evaluation supporting the issuance of CN #1818, the department
concluded that this sub-criterion was met based on the following factors:
1) Ashley House’s demonstration of an adequate internal review of other options before
submitting the application for the 15-bed pediatric skilled nursing facility;
2) Ashley House’s demonstration that costs for construction were reasonable and did not have
an unreasonable impact on costs and charges to the public; and,
3) Ashley House’s demonstration that it would include any appropriate improvements in the
delivery of health care services.
[source: Initial evaluation, pp27-30]

Department’s Review

Given that Certificate of Need rules require applicants to submit an amendment application to change
or modify a condition, there was no other option available to Ashley House other than submitting
this amendment.

In its October 3, 2019, evaluation, the department concluded that Ashley House met the review
criteria in the applicable sections of WAC 246-310-210, WAC 246-310-220, and WAC 246-310-
230. The project that was reviewed and approved in October 2019 to establish a 15-bed pediatric
skilled nursing facility in King County was the best available alternative to meeting the identified
need. The criteria under WAC 246-310-240 remains met.

Page 15 of 15



	CN25-19 Decision Letter.pdf
	CN25-19 Eval.pdf
	Department’s Table 2




