PRINTER S Nno. 10

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 10 “Tors

| NTRODUCED BY COPPERSM TH, RElI BMAN, DOUGHERTY, MJRRAY, LEW S,
W E. FLEM NG NOLAN AND MESSI NGER, JANUARY 21, 1975

REFERRED TO PUBLI C HEALTH AND WELFARE, JANUARY 27, 1975

O (o0} ~NoO O~ WNE

N R R R R R R R R R R
o O 0o N o o »d Ww N - O

AN ACT
Rel ating to health care, prescribing the powers and duties of

t he Departnent of Health, establishing and providing the

powers and duties of the Health Care Policy Board; providing

for licensure, rate approval, certification of need of health
care providers; creating a health advocate; and the Deputy

Secretary for Health Care Facilities prescribing penalties;

and maki ng an appropriation.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

ARTI CLE |
Prelim nary Provisions

Section 101. Short Title.--This act shall be known and may
be cited as the "Conprehensive Health Care Act."

Section 102. Purposes.--The General Assenbly finds as a fact
that the continuously increasing cost of health care services
threatens the health and welfare of citizens of the Commobnweal t h
by inmpairing the ability of citizens to obtain high quality,
econonical and readily available health care. The Ceneral

Assenbly also finds that the health and wel fare of Pennsyl vani a

citizens will be enhanced by the orderly and econom cal



1 distribution of health care resources. To achi eve such

2 distribution of resources requires governnmental intervention to
3 insure the devel opnent and organi zati on of a coordi nated and

4 conprehensive system of health care. The goal of such a system
5 is to enhance the public health and wel fare by insuring that

6 needed health care is available to everyone at a fair and

7 reasonable cost; that the health care delivery systemis

8 responsive and adequate to the needs of all citizens; that

9 health care services and facilities are nost efficiently and

10 effectively used; that consumers have neani ngful input regarding
11 the delivery of care; that health care cost inflation is

12 limted; that unnecessary duplication, fragnmentation, and

13 dehumani zati on of health care services and facilities are

14 mnimzed; that health care services and facilities nmeet high
15 quality standards; that relevant information on the cost and

16 quality of health care is disclosed to the public to the nmaxi mum
17 extent possible; and, that all citizens receive humane,

18 <courteous and dignified treatnent. In devel oping such a

19 coordi nated and conprehensive health care system it is the
20 policy of the Coomonwealth to foster responsible private
21 operation and ownership of health care facilities, to encourage
22 innovation and continuous devel oprment of inproved nethods of
23 health care and to aid efficient and effective planning using
24 | ocal agenci es.
25 Section 103. Definitions.--As used in this act:
26 "Consumer" means a natural person who uses or potentially
27 wll use the services of a provider of health care, provided,
28 however, that the consuner is not any of the followi ng: a
29 provider of health care; an adm nistrator, enployee or

30 representative of a provider of health care, an adm ni strator,
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enpl oyee or representative of a third party payor as defined in
this act; a nenber of the governing board of a provider or a
third party payor, unless serving on such board as a desi gnated
consuner representative; or a person with a substanti al
financial interest in a provider, a third party payor or a major
vendor of goods and services to providers or third party payors.

"Departnment” means the Departnent of Health.

"Health care facility" neans a general, tuberculosis, nental,
chronic di sease or other type of hospital, except a Federal
facility or State nmental hospital; an anbul atory surgica
center; a physical rehabilitation facility; a skilled or
internediate care nursing facility; a radiology |aboratory; a
renal dialysis center; a diagnostic center; a honme health care
agency; or a clinical |aboratory; regardl ess of whether such
health care facility is for-profit, nonprofit or governnental
but not an office used exclusively for the private practice of
the healing arts or a program which renders treatnment or care
for drug or al cohol abuse or dependence unless |ocated within a
health care facility or a facility providing treatnment solely on
the basis of prayer or spiritual nmeans. A health care facility,
as defined, which is conducted by a religious organization for
t he purpose of providing health care services exclusively to
cl ergymen or other persons in a religious profession who are
menbers of a religious denom nation, is included for the purpose
of |icensure only.

"Heal th care provider" neans a person who operates a health
care facility.

"Local agency" nmeans any area-w de conprehensive health
pl anni ng agency qualified under Federal Public Law 89-749 or,

where no such agency exists, any consuner controlled regional
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heal t h pl anni ng agency recogni zed as the excl usive planning
agency by the departnent.

"Person" means a natural person, corporation, partnershinp,
associ ation, the Comonweal th and any | ocal governnental unit,
authority and agency thereof.

"Policy Board" nmeans the Health Care Policy Board created
under the provisions of section 301.

"Rat es" nean all noneys payable to providers for health care
services, including fees, charges, and cost reinbursenent.

"Secretary" neans the Secretary of the Departnent of Health
of the Commonweal th of Pennsyl vani a.

"Third party payor"™ means: (i) any stock or mutual insurance
conmpany, association or exchange issuing or servicing any
hospitalization, accident and health, or major nedical insurance
policy; (ii) any hospital plan corporation, as defined in the
act of Novenber 15, 1972 (P.L.1063, No.271); (iii) any
prof essi onal health service corporation, as defined in the act
of Novenber 15, 1972 (P.L.1063, No.271); or (iv) any person,
partnership, corporation, joint venture or other association
whi ch adm ni sters the provision of health care services on a
prepai d basis; or which adm nisters rei nbursenents for the
provi sion of health care services by any health care provider or
health care facility subject to the provisions of this act.

ARTI CLE |
Powers and Duties of the Departnent

Section 201. Powers and Duties of the Departnent.--The
departnment shall have the power and its duties shall be:

(1) To issue licenses to health care providers qualified
under the provisions of this act and to renew, suspend, and

revoke |icenses.
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(2) To issue and renew certificates of need and anmended or
suppl enental certificates of need whenever it finds that the
applicants qualify therefor under the provisions of this act,
and to revoke, limt or nodify certificates of need held by
health care providers in accordance with this act.

(3) To approve rates to be paid to health care providers and
to approve contracts between health care providers and third
party payors.

(4) To conduct inspections, investigations, audits,
inquiries and hearings on matters relating to health care
facilities or services, and such related matters as may be
necessary to carry out the purposes and provisions of this act.

(5) To research and publish annually a report on the
regul ation of health care facilities in Pennsylvania and in
conjunction with the |ocal agency devel op, publish and
periodically update a | ong-range plan for a coordi nated
conpr ehensi ve Pennsyl vani a health care system

(6) Wth respect to health care facilities to investigate,
and report to the Auditor Ceneral, upon every application to the
Audi tor General made by any institution, corporation, or
uni ncor porat ed associ ation, desiring to give a nortgage under
the provisions of the act of April 29, 1915 (P.L.201, No.112),
entitled "An act maki ng nortgages, given by benevol ent,
charitabl e, philanthropic, educational, and el eenbosynary
institutions, corporations, or unincorporated associations, for
per manent i nprovenents and refundi ng purposes, prior liens to
the liens of the Commonwealth for the appropriation of noneys;
providing a nmethod for the giving of such nortgages, and fixing
the duties of the Auditor Ceneral and Board of Public Charities

in connection therewith."
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1 (7) To furnish such staff support and expertise to the

2 Policy Board as may be needed by themto performtheir

3 responsibilities.

4 (8) To mnimze the adm nistrative burden on health care

5 providers by elimnating unnecessary duplication of financial
6 and operational reports and to the extent possible coordinating
7 reviews and inspections performed by Federal, State, |ocal and
8 private agenci es.

9 (9) To furnish consultation and advice to health care

10 providers relating to financial planning and the securing of
11 capital funds for the purchase, acquisition or construction of
12 health care facilities.

13 (10) To nmke reasonabl e assessnents agai nst providers for
14 the cost of conducting the inspection for |icensure.

15 (11) To hold formal hearings in accordance with the act of
16 June 4, 1945 (P.L.1388, No.442), known as the "Adm nistrative
17 Agency Law' and informal hearings, conferences and other oral
18 proceedings and receive witten comrents, sworn affidavits and
19 other witings on matters for decision by the departnent.
20 (12) To designate the |ocal agency for purposes of
21 certification of need and to contract with such |ocal agencies
22 for reinbursenment by the departnent for conducting such
23 certification.
24 (13) To inplenent a systemof nonitoring and eval uati on by
25 the departnent of the efficiency and effectiveness of its own
26 operations and to report the results annually to the Governor,
27 the Ceneral Assenbly and the Policy Board.
28 (14) To enforce the rules and regul ati ons adopted by the
29 Policy Board.
30 (15) To exercise all other powers which are reasonably
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related to the effective inplenentation of this act.
ARTI CLE 111
Organi zati on and Powers and Duties of the
Heal th Care Policy Board, Council on Resources, the
Heal t h Advocate, and the Deputy Secretary for
Health Care Facilities

Section 301. Health Care Policy Board.--The Policy Board
shall consist of eleven nenbers, ten of whom shall be appointed
by the Governor, and the Secretary of Health or, upon his
designation, the Deputy Secretary for Health Care Facilities. O
the nenbers first appointed, two shall be appointed for a term
of one year, three for a termof tw years, two for a term of
three years and three for a termof four years. Thereafter,
appoi ntments shall be made for four-year ternms. A vacancy
occurring during a termshall be filled for the unexpired term
The nenbers of the Policy Board shall be chosen for their
training, experience and famliarity with the delivery of health
care or for other ability and experience which will materially
add to the deliberations of the board. O the ten nenbers
appointed to the board, six shall be consunmers and four shall be
providers or third party payors. The Governor shall have the
power to designate the chairman and adj ust the conposition of
the board to neet changi ng requirenents of Federal statutes and
regul ations. Six menbers shall constitute a quorum

No nmenber may participate in any action or decision
concerning any matter in which the nmenber has a substanti al
econom c interest.

The board nmay have a professional staff of such size and
qualifications as the board shall determ ne.

Section 302. Health Care Policy Board; Powers.--The Health
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Care Policy Board shall have the power and its duties shall be:

(1) To review and integrate the requirenents of this act and
other State and Federal |aws pertaining to the delivery of
health care and to consult with Federal, State, |ocal and
private agencies involved in the health care system

(2) To create such conmttees or advisory groups which it
deens necessary to advise and make recomendati ons, suggestions
or objections with respect to proposed regul ations or to propose
and recomrend regul ati ons.

(3) To annually adopt a report to the Governor, the General
Assenbly and the public on the regulation of health care
facilities in Pennsylvania and to review and adopt a | ong-range
plan, with periodic updates, for a coordi nated conprehensive
Pennsyl vani a health care system

(4) To adopt regulations for licensure and the procedures to
be followed in accordance with this act.

(5) To adopt regulations for certification of need and the
procedures to be followed in accordance with this act.

(6) To grant waivers upon the recommendati on of the
secretary fromrules and regul ati ons when found to be in the
public interest and consistent with the purposes of this act.
Whenever the secretary recommends to the Policy Board the grant
of a waiver, notice of such reconmendation, with a brief
description of the content of the waiver sought, shall be
publ i shed in the Pennsylvania Bulletin at |east 30 days prior to
consi deration by the board. The Policy Board shall provide to
any person interested as a provider, consumer or third party
payor, reasonabl e opportunity to be heard prior to naking a
det erm nati on.

(7) To adopt regulations for approval of rates and contracts
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1 and the procedures to be followed in accordance with this act.
2 (8) To adopt rules and regul ations regardi ng uni form systens
3 of accounting and reporting.

4 (9) To adopt rules and regulations in regard to disclosure
5 of the contracts or other financial arrangenents between health
6 care providers and hospital based nedical specialists pursuant
7 to section 608.

8 (10) To establish a schedul e of reasonable fees with respect
9 to applications, renewals, or filings to cover the departnent’'s
10 adm nistrative cost of processing.

11 (11) To assume the existing powers and duties of the

12 Advisory Health Board in the Departnent of Health.

13 (12) To prescribe regulations for processes of nonitoring
14 and eval uation of the operation of providers of health care.

15 (13) To adopt other regul ati ons necessary or convenient to
16 carry out the purposes and provisions of this act.

17 (14) To carry out such other responsibilities as may be

18 conferred by this act.

19 Section 303. Council on Resources.--(a) The council on
20 resources shall consist of the executive commttee of the
21 Statew de conprehensive health planning council. A mgjority of
22 the nenbership shall constitute a quorum For purposes of this
23 act, the Statew de council shall elect the nenbership of its
24 executive conmttee so as to reflect the sane proportion of
25 consuners which exists on the Statew de council.
26 (b) The council on resources shall review and integrate the
27 requirenments of this act and State and Federal |aws, rules and
28 regulations relating to certification of need. It shall review
29 and make recomendati ons, suggestions or objections to any rule

30 or regulation submtted to it by the Policy Board.
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(c) The Policy Board nay request the council on resources to
study and review all or any portion of the |aws, rules and
regul ations relating to certification of need. The council shal
report to the Policy Board within the tine prescribed by the
Policy Board in making its request for the study.

(d) The departnment nay assign to the council any advisory
responsibilities required by Federal |aw or regul ations
pertaining to need certification of health care facilities.

Section 304. Policy Board and Council on Resources;
Conpensati on; Expenses.--Each nenber of the council shall be
pai d traveling and ot her necessary expenses, and conpensation at
a rate to be determ ned by the Executive Board. The council nmay
appoi nt such commttees or advisory groups as it deenms necessary
to advise and assist it in its studies, but nonnenbers of the
council shall receive no conpensation for services or expenses.
Menbers of the Policy Board, except the secretary, shall be paid
traveling and ot her necessary expenses and conpensation at a
rate to be determ ned by the Executive Board.

Section 305. Health Advocate.--(a) There is hereby created
the Health Advocate to represent the interests of users and
potential users of health care services in the Conmonweal t h.

(b) The Health Advocate shall be appointed by the Governor
for a termof four years to run concurrently with the
gubernatorial term The conpensation shall be set by the
Executive Board. The Health Advocate shall possess the
background, independence and judgnment required to represent
responsi bly the interests of users and potential users of health
care services.

(c) The Health Advocate shall issue an annual report to the

public on the activities of the Health Advocate's offi ce,
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i ncluding the types of conplaints received, the results achieved
pursuant to such conplaints, and conti nuing probl ens.

(d) The Health Advocate shall have the power upon petition
of consunmers or on his own notion:

(1) toinitiate or participate in formal or infornmal
proceedi ngs regardi ng any matter of the departnent;

(2) toinitiate or participate in litigation on behalf of
consuners regarding health care or health related matters;

(3) to hold public hearings fromtine to tinme in various
parts of the Commobnwealth to solicit consuner views;

(4) to examne any relevant information and records in the
possessi on of any Conmonweal th departnment, board, conmmi ssion or
instrunmentality, provided that no confidential information is
di scl osed or utilized in violation of |aw, and

(5) to publicize issues relating to matters of health care.

(e) The Health Advocate shall have authority to enpl oy
adequat e professional and clerical staff and define their duties
as may be necessary to carry out the powers and responsibilities
i nposed by this act. The salaries of the professional and
clerical staff shall be set by the Executive Board. For
adm ni strative purposes the office of the Health Advocate shal
be under the jurisdiction of the Governor's office.

Section 306. Deputy Secretary for Health Care Facilities.--
(a) There is hereby created in the Departnment of Health the
Deputy Secretary for Health Care Facilities, who shall be
appoi nted by the Governor and subject to the advice and consent
of the Senate.

(b) The Deputy Secretary for Health Care Facilities shall be
chief adm nistrator for inplenentation of this act, having under

his direction the functions of certification of need, |licensure
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and rate approval. The powers, authority, duties or
responsibilities conferred by this act on the secretary or the
department may, unless otherw se indicated, be exercised with
equal force and effect by the Deputy Secretary for Health Care
Facilities.
ARTI CLE IV
Adm ni stration of the Act

Section 401. Promrulgation of Rules and Regul ations.--(a) The
rul es and regul ati ons under this act shall be pronul gated by the
Pol i cy Board under the provisions of the act of July 31, 1968
(P.L.769, No.240), known as the "Commonweal th Docunents Law' and
shall provide fair access and due process to all interested
parties in proceedings held to carry out the provisions of this
act .

(b) A brief statenent of the reason for each substantive
provi sion shall acconpany publication of proposed regul ations
and subsequent changes in the Pennsylvania Bulletin, but such
statenent shall not have the effect of |aw

Section 402. COpportunity to Be Heard.--(a) Qpportunity to be
heard may be granted by nmeans of formal or informal hearings,
conferences or other oral proceedings or by witten comrents,
sworn affidavits or other witings on matters for decision by
t he departnent as may be deened necessary by the departnent to
make fair and inforned decisions.

(b) Departnental hearings or other oral proceedi ngs may be
conducted by such persons as the secretary may designate
i ncl udi ng speci al agents or exam ners, provided that no
determi nation or order of the departnent shall becone effective
until approved and confirnmed by the secretary or such

representatives as he nay designate for such purpose other than
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such special agent or exam ner.

(c) Persons conducting proceedi ngs under this act shall have
t he power to subpoena wi tnesses, to adm ni ster oaths and exam ne
W tnesses and receive evidence in any locality which the
departnent, having regard to the public conveni ence and proper
di scharge of its functions and duties, may designate.

Section 403. Enforcement of Orders.--Orders of the
departnment fromwhich the tinme for appeal has expired may be
enforced by the departnment in the court of common pleas of the
county in which the health care facility is located or in the
Conmonweal th Court.

Section 404. |Investigations and Inquiries.--Any
i nvestigation or inquiry authorized by this act shall be Iimted
to the purposes set forth in the departnental order, rule or
regul ati on authorizing the sane.

Section 405. Appeal s.--The appeal from any action of the
departnent shall be to the Conmonweal th Court.

ARTI CLE V
Certificate of Need

Section 501. Certificate of Need Requisite for Licensure.--
No |license or renewal thereof to provide health care services
shall be issued unless the applicant has a valid certificate of
need i ssued by the departnent authorizing the use of the
facility and the rendering of the services for which the |icense
is to be issued.

Section 502. Certificate of Need; Wen Required.--(a) No
person shall operate, |ease or construct a health care facility
wi thout first obtaining a certificate of need fromthe
departnment, authorizing such operation, |ease or construction.

(b) No person operating an existing health care facility
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under a certificate of need shall make expenditures toward any
project which will involve a total capital project cost
including the fair market val ue of any | eased property in excess
of $100, 000 in which he will (i) lease, erect, construct, alter,
noderni ze or inprove any building, or (ii) acquire any real
property to be used now or in the future for health care

pur poses except by gift, devise or option, or (iii) |ease or
acquire equi pment. No person shall make a substantial change in
services, as defined by the departnent, or permanently increase
or decrease the bed conpl enment beyond Iimts set by the
department unl ess such person has first been authorized to do so
by the departnment through the issuance of a new or anended
certificate of need.

(c) At least 30 days prior to substantial reduction of a
service or a permanent decrease in the bed conplenent, the
provi der shall notify the | ocal agency and the departnent of its
i ntended action. If the | ocal agency does not notify the
provider of its objection within 30 days, the provider nmay meke
t he specified change and an amended certificate of need wll be
i ssued automatically. If the |ocal agency does notify the
provider of its objections within 30 days, the procedures of
section 504 shall apply.

Section 503. Changes Wthout |ssuance of Certificate of Need
or Mandated Changes of Use.--(a) A certificate of need shall not
be requi red whenever a provider of health care services is
directed to alter, nodernize or inprove a building or acquire
equi pnent under a Federal or State law, rule, regulation or
order, but in such event, notice of the specific changes to be
made shall be given by the health care provider to the

departnment and the | ocal agency, and the certificate of need of
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such facility shall be anmended accordingly.

(b) When ot her changes are nmade which do not require a new
or amended certificate of need, such changes nust be reported to
t he departnent and the | ocal agency at a reasonable tine before
such change i s nade.

Section 504. Certificates of Need; Application; Issuance.--
(a) A person desiring to obtain, renew or anend a certificate
of need shall apply to the | ocal agency, supplying to it such
information as is required by rules and regul ations. A copy of
the application shall be given to the departnent at the sane
time as application is nade to a |ocal agency. The |ocal
agency's recommendati ons or objections shall be forwarded to the
department and considered by the council on resources if filed
with the departnent within 60 days of the date the applicant
submtted the conpleted application to the |ocal agency. Counci
recommendati ons or objections, if any, shall be filed with the
departnment within 60 days of the receipt of a copy of the
application by the departnent or within 15 days of the tinely
filing of the | ocal agency recomendati ons or objections
whi chever shall last occur. The departnent shall consider
recommendati ons or objections of the council or |ocal agency
unl ess they are not tinely filed with the departnment. If not
timely filed, the departnment shall act upon the application
wi t hout the recommendati ons or objections. Wenever objections
are tinely filed, the departnent shall pronptly set a date for a
hearing on the application. The departnent may on its own notion
or at the request of any person hold a hearing on any
appl i cation.

(b) The department shall act upon the application within 30

days of the reconmendati on of the |ocal agency or of the
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counci |, whichever shall |ast occur, by granting, amending or
refusing the requested certificate of need or by conducting a
hearing on the application. Notice of filing applications for
certificates of need or anendnents or renewal s thereof under
subsection (a) shall be published in the Pennsylvania Bulletin
and any person interested as a consuner, provider or third party
payor may file objections within 30 days of publication with the
departnment setting forth specifically the reasons therefor.

(c) An application for a certificate of need shall be
recommended, approved and i ssued when:

(1) there is a conmunity need for the facility;

(2) the necessary resources are available to operate the
facility;

(3) it is a prudent use of resources considering the
alternative uses for such resources considering the scope of
types of services to be offered and consi dering existing
facilities in adjacent areas. Nonconpliance with the State plan
adopted by the Policy Board may be considered by the departnment
as a proper basis for refusal of a certificate of need;

(4) the applicant is reasonably likely to fulfill |icensure
requirenents;

(5) the proposed health care facility is economcally
feasi bl e considering anticipated volune of care and the rates to
be char ged.

If the health care facility or service is to be used
primarily for patients froman area |arger than the inmediate
locality or community in which it is |ocated, certificate of
need shall not be refused on the ground that the i medi ate
locality or community has no need for the health care facility

or service and the application shall be considered in terns of
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need of the |arger area.

The | ocal agency may take into consideration the religious
orientation of a health care provider and the community to be
served; it may al so take into consideration, as may be
appropriate, different nethodol ogi es of treatnent.

Section 505. Wiiver fromRules.--If the |ocal agency has
recommended a certificate of need which has been refused by the
departnment on the ground that the issuance of such a certificate
isin violation of the rules and regulations or of the State
pl an, the applicant nay upon reconmendati on by the secretary
apply to the Policy Board for a waiver fromthe rules and
regul ati ons or plan which may be granted where there is a proven
exceptional need and it is consistent with the purposes of this
act. No appeal shall be allowed fromthe refusal of the Policy
Board to grant a waiver.

Section 506. Expiration of Certificate of Need.--A
certificate of need shall remain effective for a period of at
| east three but no nore than 6 years, as determ ned by the
board, providing the facilities and services authorized are in
use. Renewal of a certificate shall be determ ned by the
departnment only after review and recomendati on by the |ocal
agency. Standards for renewal shall be based upon the standards
for issuance of a certificate. The departnent may provide for
sinplified procedures for renewal of a certificate.

Section 507. Revocation and Armendnent of Certificate of
Need. --(a) The departnment nay, upon recomrendati on of the |ocal
agency, after due notice to the hol der thereof and upon request
a hearing thereon, revoke or anend a certificate of need, having
due regard for the financial burden such changes nay i npose,

should it find that the need for the service or health care
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facility no longer exists in the community or is not being
adequately fulfilled by the service or health care facility. The
department al so, upon recomendati on of the | ocal agency may

wi thdraw a certificate of need of one health care facility as to
a particular service to permt the furnishing of the same
service by another health care facility applying to furnish the
service if the departnent shall find that the transfer of
service is in the interest of the best use of the facilities in
the community or area, is in the public interest and that the
change will provide nore efficient utilization of health care
services in the community or area.

(b) The Policy Board shall in cooperation with the counci
on resources and the | ocal agencies devel op and promul gate
standards for nonrenewal or revocation of a certificate of need.
In cases where nonrenewal, revocation or denial of an
application is contenpl ated, the |ocal agency and the depart nent
shal | whenever possible seek in cooperation with the provider to
determi ne and i nplenent a satisfactory alternative use for the
facility or proposed facility.

Section 508. Appeals.--The action of the departnment upon an
application for a certificate of need or for renewal, amendnent
or revocation thereof may be appeal ed to the Conmonweal th Court
by the applicant or by the |ocal agency, having tinmely filed its
recommendati ons or objections. Appeals shall be taken by filing
notice of appeal with the Commonweal th Court within 30 days of
notice of the departnent’'s action.

ARTI CLE VI
Li censure
Section 601. Licensure.--No person shall establish, maintain

or operate a health care facility without first having obtained
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a license therefor issued by the departnent.

Section 602. Application for License.--Any person desiring
to secure a license for conducting, naintaining and operating a
health care facility shall submt an application therefor to the
department upon forms prepared and furnished by it, containing
such information as the departnent considers necessary to
determ ne that the health care provider and the health care
facility nmeet the requirenments of |icensure under the provisions
of this act and the rules and regulations relating to |icensure.
Application for renewal of a license shall be nmade upon forns
prepared and furni shed by the departnment and shall contain such
informati on as may be necessary to determ ne whether the |license
shoul d be renewed.

Section 603. |Issuance of License.--(a) A health care
provider to which a certificate of need has been issued, naking
application, shall be issued a |icense when the follow ng
st andards have been net:

(1) that there is conpliance with section 501;

(2) that there is a conpliance with the departnent's rules
and regul ations pertaining to licensure. In devel oping rules and
regul ations for licensure the departnment shall take into
consi deration the standards of the Joint Conm ssion on
Accreditation of Hospitals, the Cormittee on Hospital
Accreditation of the Anerican Osteopathic Association and such
ot her accrediting bodies as the board nmay find appropriate.

(b) When a health care provider operates nore than one
health care facility, each health care facility providing
services to a different segnment of the popul ati on and operati ng
i n aut ononbus or sem -aut ononous fashion with respect to other

facilities operated by the same provider shall require a
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separate |license.

Section 604. Provisional License.--Wen there are nunerous
deficiencies or a serious specific deficiency in conpliance with
appl i cabl e statutes, ordinances or regul ations, and when the
departnent finds the applicant is taking appropriate steps to
correct the deficiencies in accordance with a tinmetable agreed
upon by the departnent, the departnment may issue a provisional
license for a specified period of not nore than 6 nont hs which
may be renewed twi ce at the discretion of the departnment. Upon
overall conpliance, a regular |icense shall be issued
i mredi ately.

Section 605. Issuance of a Modified License.--Wen the
certificate of need for a facility is anmended as to services
whi ch can be offered, the departnment shall automatically issue a
nodi fied |icense for those services contained in the amended
certificate of need.

Section 606. Termand Content of License.--(a) Al |icenses
i ssued by the departnent under this act:

(1) shall expire unless renewed 1 year fromthe day on which
i ssued, except for a provisional or nodified |icense;

(2) shall be on a formprescribed by the departnent;

(3) shall not be transferable except upon prior witten
approval of the departnent;

(4) shall be issued only to the health care provider for the
health care facility or facilities named in the application; and

(5) shall specify the maxi mnum nunber of beds, if any, to be
used for the care of patients in the facility at any one tine.

(b) The license shall at all tinmes be posted in a
conspi cuous place on the provider's prem ses. Except in case of

extrene enmergency, no licensee shall permt the use of beds for
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inpatient use in the licensed facility in excess of the maxi num
nunber set forth in the Iicense without first obtaining witten
perm ssion fromthe departnment. The departnment may grant
tenporary use of beds without a certificate of need.

(c) The departnent shall require reasonable public notice of
a hospital or nursing home provider's application for |icense
renewal and any person interested as a consuner, provider or
third party payor may file objections within 30 days with the
departnment setting forth specifically the reasons therefor.

Section 607. Right to Enter and Inspect.--(a) For the
pur pose of determning the suitability of the applicants, the
prem ses and the operations or the continuing conformty of the
licensees to this act and to applicable State and Federal
regul ati ons, any authorized agent of the departnment shall, upon
proper identification nade to the individual in charge of the
health care facility, have the right to enter, visit and inspect
any provider licensed or requiring a license under this act and
shall have full and free access to the records of the facility
reasonably related to its purpose, to the patients and enpl oyees
therein, and shall have full opportunity to interviewthe
patients and enpl oyees, giving due regard to protection of the
health and sanitary conditions, confidentiality of nedical
information and the patients' rights to protection agai nst
violation of their privacy involved in any such interview. No
i nspecti on nade hereunder shall unduly interfere with the
operation of the facility. The inspection result and any
violations cited by the departnent shall be made public by the
departnment within a reasonable tinme thereafter

(b) The department nmay disclose to the public or require

providers to disclose to the public any data or infornmation as
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may be prescribed by regul ation.

Section 608. Public Disclosure by Hospital Provider.--Every
hospi tal provider shall disclose to the public annually the
contracts or other financial arrangenents between such provider
and every hospital based nedical specialist connected with it
who charges a fee separate and distinct fromthe provider's
rate. The disclosure shall include gross and net proceeds
actually derived fromthe contract or arrangenent by the
specialist. "Hospital based nedical specialist" nmeans any person
rendering a service where there is no freedom of choice, as
defined by regulation, for the patient to utilize a person
offering that service who is not based in or affiliated with
(except by customary staff privilege granted to numerous
qgual i fied persons in separate practices) the hospital provider.

Section 609. Refusal to Issue License; Suspension;
Revocation; Notice.--(a) Wenever the departnent, upon
reasonabl e conpl ai nt of any person and/or in the course of any
i nspection or investigation of a |icensed health care facility
shall learn of any violation of this act or of rules or
regul ations relating to licensure adopted pursuant to this act,
or to Federal laws or regulations, it shall give witten notice
thereof to the health care provider. Such notice shall require
the health care provider to take specific action to bring the
health care facility into conpliance with this act and the rules
and regulations relating to licensure within a reasonabl e
specified tine.

(b) The departnment nay refuse to renew a |icense or nmay
revoke a license as to all or portions of a health care facility
for any of the foll ow ng reasons:

(1) substantial, nunerous or continuing violations of
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provi sions of this act or of the regulations for |icensure
i ssued pursuant to this act or to Federal |aws or regulations;

(2) fraud or deceit in obtaining or attenpting to obtain a
i cense;

(3) Ilending, borrowi ng or using the license of another, or
in any way know ngly aiding or abetting the inproper granting of
a license;

(4) substantial or continued inconpetence, negligence or
m sconduct in operating the health care facility or in providing
services to patients;

(5) mstreating or abusing individuals cared for by the
health care facility; or

(6) the operation of a health care facility or rendering of
services for which a certificate of need is required under this
act by a health care provider who has not obtained the requisite
certificate or whose certificate has been revoked by the
depart nment.

(c) |If the departnent, after exam nation of the application
for a license or the renewal of a license or upon conplaint and
after such investigation as it nmay deem advi sabl e, determ nes
that there are apparent reasons for refusal of the license or a
renewal as to all or a portion of the health care facility, it
shall give witten notice to the applicant specifying the
reasons for its determnation. Wthin 30 days of such noti ce,

t he applicant may demand a heari ng which the departnment shal
pronptly provide to determ ne whether the |icense or renewal
shoul d be issued. The departnent may suspend or revoke a
license, after due notice to the |icensee of the specified
charges, and a right to a hearing thereon and the depart nent

shall do so imrediately in cases of immnent danger to health or

19750S0010B0010 - 23 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

safety of patients. Nothing herein contained shall inpair any
ot her enforcenment powers of the departnent.

(d) Persons interested as consuners, providers or third
party payors shall be entitled to participate in any hearings
hel d pursuant to this section.

Section 610. Appeal to Commonweal th Court.--I1f the
departnent shall refuse a license or renewal thereof or suspend
or revoke or nodify a license, the applicant or licensee shal
be entitled to appeal to the Commonweal th Court fromthe
adj udi cation of the departnment within 30 days of the service of
such order upon the applicant or licensee by filing a notice of
appeal . Except in cases of immnent danger to health or safety
of patients, no order of the departnment which is appeal ed which
woul d term nate the right of any person to operate a health care
facility already licensed shall be effective unless the
departnment obtains fromthe Comonweal th Court a decision
approving the enforcenent of such order or the provider fails to
perfect an appeal to Commonwealth Court within 30 days. Any
| icense previously issued shall be deened to continue in effect
pendi ng appeal notw thstanding the expiration of its termunless
ot herwi se determ ned by Comonweal th Court.

Section 611. Violation; Penalty.--(a) Any person operating a
health care facility within this Commonweal th without a |icense
required by this act, shall upon conviction thereof be sentenced
to pay a fine of not nore than $300, and costs of prosecution
and/or to undergo inprisonnment for not |less than 10 days nor
nore than 30 days. Each day of operating a health care facility
wi thout a license required by this act shall constitute a
separ at e of fense.

(b) Any person, regardl ess of whether such person is a
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i censee, who has conmitted a violation of any of the provisions
of this act pertaining to licensure or of rules and regul ati ons

related to |icensure shall upon conviction thereof in a sumrmary

proceedi ng be sentenced to pay a fine of not nore than $300, and
costs of prosecution and/or to undergo inprisonnent for not nore
than 10 days: Provided, however, That the departnent may accept

acivil forfeiture in settlenment of an action. Each day the

vi ol ation continues shall constitute a separate offense.

(c) These provisions shall be in addition to any ot her
enf orcenent powers granted under this act.

ARTI CLE VI |
Uni f orm Accounting and Reporting;, Rate Approval

Section 701. Findings and Legislative Intent.--The Ceneral
Assenbly finds that many health care providers, especially
hospital s, are experiencing serious financial difficulties due
to a systemof rate paynent that is a patchwork of Federal and
State Governnents, profit and nonprofit insurance plans, and
private individuals who are self-insured or not insured at all;
and al so due to fragnmented State responsibility for rate
regulation. It is the intent of the General Assenbly that the
Department of Health foster sound, efficient and dynam c health
care institutions and adm nister this act with the goal of
reduci ng and eventually elimnating the dysfunctions in health
care financing that exist today.

Section 702. Uniform Financial Reporting.--(a) The Policy
Board shall by rule, after consultation and public hearings,
prescri be a uni formsystem of financial reporting for health
care providers, specifying the information to be reported and
the manner of its reporting. It shall include:

(1) a balance sheet detailing all assets, liabilities and
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the net worth of the institution;

(2) a statenent of income and expenses for the fiscal year;
and

(3) such other reports as the Policy Board nay prescribe.

(b) Every health care provider shall file with the
departnment the required financial reports on fornms provided by
the departnent and at specified intervals but at |east annually.

(c) The Policy Board shall require the filing of all reports
by specified dates, and may adopt regul ati ons whi ch assess
penalties for failure to file as required.

Section 703. Uniform System of Accounting.--(a) The Policy
Board shall by rule, after consultation and public hearings,
prescri be a uni form system of accounting for health care
providers. It shall specify accounting procedures to be applied
in connection with budgets, schedul es of inconme and expenses,
assets and liabilities, allocation of costs, units of service
and such subjects as the departnent finds appropriate.

(b) Beginning with a provider's fiscal year starting on or
after January 1, 1976, every health care provider shall naintain
accounts in accordance with the accounting system prescribed by
the Policy Board. Accounting forns will be devel oped and
di stributed by the departnent.

Section 704. Modifications in the Accounting and Reporting
System --The Policy Board may all ow and provide for
nodi fications in the accounting and reporting systemin order to
reflect differences between the various categories, sizes or
types of health care providers.

Section 705. Rate Review, Tinetable.--The rates to be paid
to health care providers shall becone subject to review by the

departnment according to the follow ng tinetable:
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(a) Rates Paid by Third Parties.--Beginning January 1, 1976,
contracts between health care providers and third party payors
for the rendering of health care services, including the rates
to be paid, shall require the approval of the departnent.

For contracts between hospital providers and any hospital
pl an corporation, as defined in the act of Novenber 15, 1972
(P.L.1063, No.271), requiring the approval of the Insurance
Conmmi ssi oner, the secretary shall approve the rates to be
charged in the contract and the ternms and conditions of rate
paynent and the Insurance Commi ssioner shall approve all other
provi sions not related to rates.

(b) Nursing Honme Rates.--Beginning January 1, 1977, al
rates to be paid to nursing homes shall require the approval of
t he departnent.

(c) Oher Rates.--Beginning January 1, 1978, all other rates
to be paid to health care providers not already subject to
review shall require the approval of the departnent.

(d) Discretionary Inplenmentation.--Inplenmentation of rate
approval for hospital providers and skilled or internediate care
nursing facilities shall conformto the schedul e prescribed by
this section. Inplenentation of rate approval for all other
cl asses of health care facilities shall be at such tines and
according to such schedul es as the board determ nes, but in no
event shall inplenmentation precede the schedul e prescribed for
hospi tal providers.

Section 706. Standards.-- (a) Rates, in the aggregate, when
conbi ned with avail able incone from other sources, shall be
reasonably related to the provider's total financial requirenent
(as defined by the board) necessary for the efficient production

of services.
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Such rates for for-profit health care providers shall allow a
fair rate of return on the fair value of the investnent.

Rat es for nongovernnmental health care providers shal
i ncorporate incentives for increasing efficiency and/or
i mprovi ng services.

(b) In approving rates to be paid to health care providers,
the departnent shall take into consideration the el enents of
al |l owabl e cost established by the Policy Board, the provider's
total financial requirenent, geographical differentials in the
el ements of cost considered, economic factors in the areas in
whi ch the provider is |located, patient m x, and costs of
provi ders of conparable size and servi ces.

(c) The Policy Board shall take into consideration the
princi ples of accounting established by the American Institute
of Public Accountants, the chart of accounts established by the
Ameri can Hospital Association, and any other appropriate
standards utilized by health care providers.

(d) The departnment nay pronote and approve alternative
nmet hods of rate determ nation or paynent of an experinental or
i nnovative nature.

Section 707. Procedures.--(a) The Policy Board shall by
rule, after consultation and public hearings, establish
procedures for the filing, review and determ nation of rates in
a fair and expeditious manner.

(b) The department nmay require such information, including
the provider's proposed budget, to be subnmitted to the
departnment in support of a provider's rates as it deens
necessary. If the departnment by rule Iimts the expenditure of
funds from capital accounts, the proposed budget may be used to

verify such limtation upon audit.
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(c) The department shall reviewrates within a reasonable
period of time, as defined by the Policy Board, after the
deadl i ne for subm ssion. Rates not acted upon by the departnent
within the prescribed tine limt shall be deenmed approved
automati cal |l y.

Section 708. Qpportunity to Be Heard.--Prior to approval of
any rate by the departnment the provider and any person
interested as a consuner or third party payor shall be entitled
to an opportunity to be heard on the reasonabl eness of such
rate.

Section 709. Rate Exceptions; Procedures.--(a) Any provider
or any person interested as a consuner or third party payor nay
request an exception fromthe rate approved by the depart nment
for good cause shown by petition to the board.

(b) The board may provide for the taking of evidence upon
the petition, either by appointnment of an inpartial hearing
exam ner or by designation of a board nenber or panel of
menbers, by the chairman. Such exam ner, nenber or nenbers shal
be authorized to adm nister oaths, conpel the attendance of
wi t nesses and the production of records or other information,
and exam ne witnesses. Qther parties interested as providers,
consuners or third party payors may al so present evidence and
participate in the hearing. After the hearing, findings of fact,
concl usi ons and recommendati ons shall be presented to the board.

(c) Wthin 60 days of the petition for an exception, unless
extended by the board with the consent of the provider for no
nore than 60 additional days, the board shall either deny the
petition or grant the petition in whole or in part and approve a
new rat e.

(d) Judicial appeals may be taken pursuant to section 405 of
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this act.

Section 710. Public Inspection.--A health care provider's
schedul e of rates in force and a schedule of rates, if any,
submtted to the departnent for its approval, with the required
supporting information, shall be available for inspection by the
public during business hours in the offices of the departnent,
the provider and any contracting party.

Section 711. Conpliance.--No health care provider shal
charge for services at rates other than those approved by the
depart nment.

When a provider charges a rate higher than that approved by
t he departnent, the departnent may order conpensatory
adjustnents in rates for subsequent years.

Section 712. Penalty.--Any health care provider or officer,
di rector or agent thereof who knowingly fails to conply with the
requi renents of this article shall, upon conviction thereof in a
summary proceedi ng, be sentenced to pay a fine of not nore than
$300 and costs of prosecution, and/or to undergo inprisonment
for not |ess than 10 days and not nore than 30 days: Provided,
however, That the departnment nmay accept a civil forfeiture in
settl enent of an action. Each day of nonconpliance shal
constitute a separate of fense.

ARTI CLE VI I |
Proceedi ngs Agai nst Unlicensed Health Care
Provi ders and Viol ators

Section 801. Actions Against Unlicensed Health Care
Provi ders. --Whenever a license is required by this act for the
establ i shment, operating or conduct of a health care facility,
the departnent may maintain an action in the name of the

Commonweal th for an injunction or other process restraining or
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prohi biting any person from establishing, conducting or
operating any unlicensed health care facility.

Section 802. Actions Against Violations of Law and Rul es and
Regul ati ons. - - Whenever any person, regardl ess of whether such
person is a licensee, has violated any of the provisions of this
act pertaining to licensure or the regulations issued pursuant
thereto, the departnent may maintain an action in the nane of
t he Commonweal th for an injunction or other process restraining
or prohibiting such person fromengaging in such activity.

Section 803. Injunction or Restraining Oder Wen Appeal is
Pendi ng. - - Whenever the departnment shall have refused to grant or
renew a |license, or shall have suspended or revoked a license
required by this act to operate or conduct a health care
facility, or shall have ordered the person to refrain from
conduct violating the rules and regul ati ons of the departnent
and the person deem ng hinsel f aggrieved by such refusal or
suspensi on or revocation or order shall have appealed fromthe
action of the departnment, the Commonweal th Court nay, during
pendency of such appeal, issue a restraining order or injunction
upon a showi ng that the continued operation of the health care
facility adversely affects the well-being and safety of the
patients of the health care facility, or the court nay authorize
continued operation of the facility or make such other order
pendi ng final disposition of the case as justice and equity
require.

Section 804. Injunction or Restraining Order Wien No Appeal
i s Pending.--Should a person, who is refused a |license or the
renewal of a license to operate or conduct a health care
facility, or whose |license to operate or conduct a health care

facility is suspended or revoked, fail to appeal or should such
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appeal be decided finally favorably to the departnent, then the
court shall issue a permanent injunction upon proof that the
person is operating or conducting a health care facility w thout
a license as required by this act.

Section 805. Bonds and Costs.--No bond shall be required of
the departnent in any |egal action.

Section 806. Renedies Supplenentary.--The provisions of this
article are supplenentary to any other legal rights created in
this act or any other act available for the enforcenent of
provi sions of this act and rules and regul ati ons promnul gat ed
t her eunder.

ARTI CLE | X
General Provisions

Section 901. Licenses and Certificates for Existing
Facilities.--All health care providers |icensed or approved on
the effective date of this act to conduct, naintain or operate a
health care facility or who are operating such facility which
has been |icensed or approved, shall be issued a |icense
i mredi ately upon application and all such providers shall be
issued forthwith a certificate of need by the departnent for al
bui | di ngs, real property and equi pmrent owned, |eased or being
operated or under contract for construction, purchase or |ease
and for all services being rendered by the |icensed or approved
providers on the effective date of this act. To facilitate
adm nistration of this act, the departnent may initially grant
some licenses and certificates of need for periods |less than the
prescribed termand nay permt the running of |icenses or
approvals currently granted to providers, as may be required to
stagger the dates for renewal .

Section 902. Admnistration of the Act.--(a) No health care
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provi der shall be required by any provisions of this act or

rul es and regul ati ons pronul gated thereunder to provide
facilities or render services contrary to the stated religious
or noral beliefs of the provider, nor shall any applicant be
denied a license or a certificate of need or the right to apply
for or receive public funds on the grounds he will not provide
the facilities or render the services for such reasons.

(b) Except as otherw se provided by |Iaw, no provider shal
discrimnate in the operation of a health care facility on the
basis of race, creed, sex or national origin.

(c) Consuners shall have freedom of choice in the selection
of health care facilities and nothing in this act or any rules
and regul ati ons promul gated pursuant thereto shall be
interpreted to require any consunmer to use any particular health
care facility or to be denied the use of any particular health
care facility; but such freedomshall not carry with it the
right to be attended therein by the consuner's personal
physician if the physician is not authorized to practice
t herein.

(d) In carrying out the provisions of this act and ot her
statutes of this Conmmonwealth relating to health care
facilities, the departnent and the departnents and ot her
agencies and officials of State and | ocal governnments shall nake
every reasonable effort to prevent duplication of inspections
and exam nati ons.

(e) The department shall not administer this act in a way
that will stifle innovation or experinentation in health care
and health care facilities or that will discourage contributions
of private funds and services to health care facilities.

Section 903. Appropriation.--The sum of $1, 500,000, or as
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1 rmuch thereof as may be necessary, is hereby appropriated to the
2 departnment for the purpose of the adm nistration and enforcenent
3 of this act.

4 Section 904. Transfer of Powers.--The Advisory Health Board
5 1is abolished and its powers, duties and functions are hereby

6 transferred to the Health Care Policy Board.

7 Section 905. Repeals.--(a) The provisions of Articles I X and
8 X, act of June 13, 1967 (P.L.31, No.21), known as the "Public

9 Wlfare Code" are repealed in so far as they relate to health
10 care facilities.

11 (b) Al acts and parts of acts are hereby repealed in so far
12 as inconsistent with the provisions of this act.

13 Section 906. Effective Date.--This act shall take effect

14 imredi ately.
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