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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2083 *%%”

| NTRODUCED BY CAPPABI ANCA, SURRA, SCRI MENTI, NYCE, BEBKO- JONES,
MELI O, CURRY, SAURVAN, LAUGHLI N, CARONE, GEI ST, TI GUE
D. W SNYDER, PESCI, M HALICH TRELLO, ROONEY AND THOVAS,
OCTOBER 4, 1993

REFERRED TO COW TTEE ON HEALTH AND WELFARE, OCTOBER 4, 1993
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AN ACT
Provi ding for cooperative agreenents anong hospitals; conferring
powers and duties upon the Departnment of Health; inposing
penal ti es; providing for renedies; establishing the Hospital
Cooperation Fund; and meki ng an appropriation.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and may be cited as the Hospital
Cooperation Act.
Section 2. Declaration of policy.
The CGeneral Assenbly finds and declares as foll ows:
(1) Technol ogical and scientific devel opments in
hospital care have enhanced the prospects for further
i nprovenents in the quality of care provided by hospitals in
t hi s Commonweal t h.
(2) The cost of inproved technol ogy and i nproved

scientific methods for the provision of hospital care is in

significant part responsible for the increasing cost of
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hospital care. Cost increases make it nore difficult for
hospitals in rural areas to offer care.

(3) Changes in Federal and State regul ati ons governi ng
hospi tal operation and rei nbursenent have constrai ned
hospitals fromacquiring and devel opi ng new and i nproved
machi nery and net hods for the provision of hospital and
hospital -rel ated care.

(4) Cooperative agreenents anong hospitals in the
provi sion of hospital and hospital-rel ated services may
foster further inprovenents in the quality of health care for
the citizens of this Commonweal th, noderate increases in
cost, inprove access to needed services in rural areas and
enhance the |ikelihood that smaller hospitals in this
Commonwealth will remain open in service to their
conmuni ties.

(5) Hospitals are in the best position to identify and
structure voluntary cooperative arrangenents that enhance
qual ity of care, inprove access and achi eve cost efficiency
in the provision of care.

(6) Because conpetition is inportant to the health care
sect or and because sone cooperative agreenents nay have
anticonpetitive effects that woul d operate to the detrinment
of the public, regulatory and judicial oversight of
cooperative agreenments is necessary to ensure that the
benefits of agreenents outwei gh any di sadvant ages
attributable to any reduction in conpetition |likely to result

fromthe agreenents.

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal

30 have the nmeanings given to themin this section unless the
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context clearly indicates otherw se:

"Certificate." A certificate of public advantage for a
cooperative agreenent issued under section 5.

"Cooperative agreenent.” An agreenent anong two or nore
hospitals operating in this Commonweal th for the sharing,
all ocation or referral of patients, personnel, instructional
programns, support services or nedical, diagnostic or |aboratory
facilities, procedures or other services traditionally offered
by hospitals. The term excludes a nmerger or consolidation.

"Departnment."” The Departnent of Health of the Conmonwealt h.

"Fund." The Hospital Cooperation Fund established in section

"Health care facility.” As defined in section 103 of the act
of July 19, 1979 (P.L.130, No.48), known as the Health Care
Facilities Act.

"Health care practitioner.” As defined in section 103 of the
act of July 19, 1979 (P.L.130, No.48), known as the Health Care
Facilities Act.

"Hospital." As defined in section 802.1 of the act of July
19, 1979 (P.L.130, No.48), known as the Health Care Facilities
Act .

"Third party payor." As defined in section 103 of the act of
July 19, 1979 (P.L.130, No.48), known as the Health Care
Facilities Act.

Section 4. Cooperative agreenents.

A cooperative agreenent is permssible only if the departnent
i ssues a certificate. Any other cooperative agreenent is void.
Section 5. Certificates.

(a) Application.--Parties seeking to enter a cooperative

agreenent nust apply to the departnent for a certificate. The
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1 application nust include an executed witten copy of the

2 cooperative agreenment and describe the nature and scope of the
3 cooperation in the agreenent and any consi deration passing to

4 any party under the agreenent.

5 (b) Standards.--The departnent shall issue a certificate if
6 it determnes that the applicants have denonstrated by clear and
7 convincing evidence that the |likely benefits resulting fromthe
8 agreenent outwei gh any di sadvantages attri butable to a reduction
9 in conpetition that may result fromthe agreenent.

10 (1) In evaluating the potential benefits of a

11 cooperative agreenent, the departnment shall consider whether
12 any of the follow ng benefits may result:

13 (i) Enhancenent of the quality of hospital and

14 hospital -rel ated care provided to the citizens of this
15 Commonweal t h.

16 (1i) Preservation of hospital facilities in

17 geographical proximty to the communities traditionally
18 served by those facilities.

19 (ii1) Gains in the cost efficiency of services
20 provi ded by the hospitals invol ved.
21 (iv) Inprovenments in the utilization of hospita
22 resources and equi prent.
23 (v) Avoidance of duplication of hospital resources.
24 (2) The departnment's eval uation of any di sadvant ages
25 attributable to any reduction in conpetition |likely to result
26 fromthe agreenent may include, but need not be limted to,
27 t he foll ow ng:
28 (i) The extent of any likely adverse inpact on the
29 ability of third party payors to negotiate opti nal
30 paynent and service arrangenents with health care
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1 facilities and health care practitioners.

2 (1i) The extent of any reduction in conpetition anong
3 health care facilities and health care practitioners.

4 (ii1) The extent of any l|ikely adverse inpact on

5 patients in the quality, availability and price of health
6 care services.

7 (iv) The availability of arrangenents that are |ess
8 restrictive to conpetition and achi eve the sanme benefits
9 or a nore favorable bal ance of benefits over

10 di sadvant ages.

11 (c) Procedure. --

12 (1) The departnent shall review the application in

13 accordance with the standards set forth in subsection (b) and
14 may hold a public hearing. This paragraph is subject to 2

15 Pa.C.S. Ch. 5 Subch. A (relating to practice and procedure of
16 Commonweal t h agenci es) and Ch. 7 Subch. A (relating to

17 judicial review of Commonweal th agency action).

18 (2) The department shall issue a witten decision

19 stating the basis for decision within 90 days of the date of
20 filing of the application. The decision shall be in witing
21 and set forth the basis for the decision. Failure to act
22 within the tine specified in this subsection constitutes
23 approval of the application. Mandanus shall lie to force the
24 i ssuance of a certificate under this paragraph.
25 (d) Effect.--Upon issuance of a certificate, the hospitals
26 may enter into a cooperative agreenent.
27 (e) Revocation.--
28 (1) |If the parties to a cooperative agreenent nodify or
29 rescind the cooperative agreenent, the certificate is
30 invalid. An invalid certificate shall be surrendered to the
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departnment within 30 days of nodification or rescission of

t he cooperative agreenent. For nonconpliance with the

surrender provision of this paragraph, each party to the

cooperative agreenment is subject to an adm nistrative fine of

$10, 000. The fine under this paragraph is subject to 2

Pa.C.S. Ch. 5 Subch. A and Ch. 7 Subch A

(2) The departnment nay initiate an action in

Commonweal th Court to revoke a certificate. To prevail on an

action under this paragraph, the departnment mnmust establish

one of the follow ng:

(i) The certificate was obtai ned because of fraud or
mat erial msrepresentation. If the departnent prevails in
an action under this subparagraph, the departnent is
entitled to reasonable cost of litigation and attorney
f ees.

(i1i) Because of changed circunstances, the
certificate is no longer justified under subsection (b).

Section 6. Assessnent.

(a) Authorization.--A hospital that is a party to a
cooperative agreenent is subject to an annual assessnent by the
depart nment.

(b) Amount.--The assessnent shall be based upon the
hospital's gross patient service revenue in relation to the cost
of administering this act.

(c) Review --An assessnent under this section is subject to
2 Pa.C.S. Ch. 7 Subch. A (relating to judicial review of
Commonweal t h agency action).

(d) Disposition.--Assessnents collected under this section
shall be deposited in the fund.

Section 7. Fund.
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1 (a) Establishnment.--The Hospital Cooperation Fund is

2 established as a separate fund in the State Treasury.

3 (b) Source.--The followi ng are the sources of the fund:
4 (1) Annual appropriations.

5 (2) Penalties under section 5(d)(1).

6 (3) Costs and fees under section 5(e)(2)(i).

7 (4) Assessnents under section 6.

8 (c) Admnistration.--The departnment shall adm nister the
9 fund.

10 Section 8. Departnent.

11 The departnent has the follow ng powers and duti es:

12 (1) To administer this act. This paragraph includes
13 speci fic powers and duties granted in this act.

14 (2) To investigate conpliance with this act.

15 (3) To pronulgate regulations to inplenment this act.

16 Section 9.

Appropri ati on.

17 The sum of $61, 000, or as much thereof as may be necessary,

18 is hereby appropriated to the Hospital Cooperation Fund for the

19 fiscal year July 1, 1993, to June 30, 1994, to carry out the

20 provisions of this act.

21 Section 10.

Expirati on.

22 This act shall expire June 30, 1995.

23 Section 11.

Ef fecti ve date.

24 This act shall take effect as follows:

25 (1) Sections 7, 8 and 9 of this act and this section
26 shall take effect in 60 days.

27 (2) The remainder of this act shall take effect in 240

28 days.
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