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The state department of ccology is empowered to pay the travel expenses of
the clected and appointed members of the state conservation commission,
and the salaries, wages and other expenses of such administrative oflicers or
other employees as may be required under the provisions of this chapter.

NEW SECTION. Sec. 113. There is added to chapter 43.03 RCW a
new section to read as follows:

The office of financial management shall review the compensation lev-
cls established for the various boards and commissions by sections 2, 3, 4,
and 5 of this act. The conclusions of the review, together with any proposed
legislation, shall be submitted to the legislative budget committee and the
appropriate standing committees of the legislature by December 1, 1988,
and every four years thercafter.

NEW SECTION. Sec. 114, Secction headings and captions used in
scections 2 through 5 of this act do not constitute any part of the law.

NEW SECTION. Sec. 115. I any provision of this act or its applica-
tion to any person or circumstance is held invalid, the remainder of the act
or the application of the provision to other persons or circumstances is not
affected.

NEW SECTION. Scc. 116. This act shall take effect on July 1, 1985,

Passed the House March 1, 1984.

Passed the Senate February 23, 1984.

Approved by the Governor March 30, 1984, with the cxception of sec-
tions 22, 23, 24, 25 and 38, which were vetoed.

Filed in Office of Secretary of State March 30, 1984,

Note: Governor's explanation of partial veto is as follows:

1 am returning herewith, without my approval as to several scctions, House Bill
No. 1159, entitled:

"AN ACT Relating 1o statc government.”

Scctions 22, 23, 24, and 25 would amend statutory provisions dealing with ¢x-
isting barbering and cosmetology boards. Because the legislature has chosen to allow
these boards to terminate under existing provisions and to assign their functions to
the Department ol Licensing and a new State Cosmetology, Barbering and Manicur-
ing Advisory Board (ESHB 1187, Scction 9), these scctions need to be vetoed in or-
der 10 avoid potential double~amendment problems.

With the exception of sections 22, 23, 24, 25, and 38, House Bill No. 1159 is
approved.

CHAPTER 288

[Engrossed Substitute Scenate Bill No. 4403]
HEALTH CARE COSTS

AN ACT Relating to health care costs; amending section 2, chapter 5, Laws of 1973 st
cx. sess. and RCW 70.39.010; amending scction 3, chapter S, Laws of 1973 Ist ex. sess. and
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RCW 70.39.020; amending scction 4, chapter 5, Laws of 1973 Ist ex. sess. and RCW 70.39-
.030; amending section 5, chapter 5, Laws of 1973 st ex. sess. as amended by section 1, chap-
ter 36, Laws of 1977 and RCW 70.39.040; amending section 6, chapter 5, Laws of 1973 Ist ex.
scss. and RCW 70.39.050; amending scction 7, chapter 5, Laws of 1973 Ist ex. sess. as
amended by section 1, chapter 35, Laws of 1977 and RCW 70.39.060; amending scction 8,
chapter 5, Laws of 1973 Ist cx. sess. and RCW 70.39.070; amending scction 9, chapter S,
Laws of 1973 st ex. scss, and RCW 70.39.080; amending scction 10, chapter », Laws of 1973
Ist ex. sess. and RCW 70.39.090; amending scction 11, chapter 5, Laws of 1973 Ist ex. scss.
and RCW 70.39.100; amending scction 12, chapter 5, Laws of 1973 1st ex. sess. and RCW
70.39.110; amending scction 13, chapter 5, Laws of 1973 Ist ex. sess. and RCW 70.39.120;
amending scction 14, chapter 5, Laws of 1973 Ist cx. sess. as amended by section 82, chapter
75, Laws of 1977 2nd RCW 70.39.130; amending scction 15, chapter 5, Laws of 1973 st ex.
sess. a¢ amended by section 1, chapter 163, Laws of 1974 ex. sess. and RCW 70.39.140;
amending section 16, chapter 5, Laws of 1973 1st ex. sess. as amended by scction 1, chapter
154, Laws of 1977 ex. sess. and RCW 70.39.150; amending scction 17, chapter 5, Laws of
1973 1st ¢x. sess. and RCW 70.39.160; amending scction 21, chapter 5, Laws of 1973 Ist ex.
ess. and RCW 70.39.200; amending scction 10, chapter 161, Laws of 1979 ex. sess. as last
amendced by section 7, chapter 235, Laws of 1983 and RCW 70.38.105; amending scction 11,
chapter 161, Laws of 1979 cx. sess. as last amended by section 8, chapter 235, Laws of 1983
and RCW 70.38.115; amending scction 9, chapter 223, Laws of 1982 and RCW 43.131.253;
amending section 10, chapter 223, Laws of 1982 and RCW 43.131.254; adding ncw scctions to
chapter 70.39 RCW; crecating new scctions; making an appropriation; providing an cffective
date; and declaring an emergency.

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

Scc. 1. Section 2, chapter 5, Laws of 1973 Ist ex. sess. and RCW 70-
.39.010 are cach amended to read as follows:

The primary purpose of this chapter is to promote the economic deliv-
ery of high quality, necessary, and effective ((hospitat)) health care services
to the people by establishing a hospital commission with authority over fi-
nancial disclosure ((and)), budget ((and)), prospective rate ((review)) ap-
proval, and other related matters, including authority to develop a hospital
reimbursement_control system, which will assre all purchasers of ((hospr=
tat)) health care services that total hospital costs are reasonably related to
total services, that costs do not exceed those that are necessary for prudent-
ly and reasonably managed hospitals, that hospital rates are reasonably re-
lated to aggregate costs, and that such rates arc set equitably among all
purchasers of these services without undue discrimination.

The legislature finds and declares that rising hospital costs are a vital
concern 1o the people of this state because of the danger which is posed that
hospital and health care services are fast becoming out of the cconomic
reach of the majority of our population. It is further declared that health
care is a right of the people and one of the primary purposes for which
governments are established, and it is, therefore, essential that an effective
cost control program be established ({which-wilt-bothemableand-motivate
hospitatsto-controt-theirspiraling-costs)). It is the legislative intent, in pur-
suance of this declared public policy, to provide for uniform mecasures on a
state-wide basis to control hospital ((costs)) rates without the sacrifice of
quality of service or reasonable access to necessary health care.
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The legislature turther finds and declares that: (1) There is an in-
creased need for comprehensive public oversight of the costs of and expend-
itures lor health carec services; (2) no onc should be denied access to
necessary health care because of poverty or unemployment; (3) access to
necessary health care in rural arcas must be assured; (4) the hospital com-
mission and the public need additional information to make better—informed
decisions about health care costs and charges; (5) there is a need to cn-
courage market penetration of alternative health care delivery systems that
have internal incentives to control costs and stimulate market competition,
and that some regulatory policies have impeded health care cost contain-
inent by unduly restricting competition; (6) there is a need for more cffec-
tive assessment of the impact of technology on the cost and delivery of
health care services so that appropriate public policies may be adopted; and
(7) the hospital commission should be more representative of a diversity of
public interests so that it can more effectively carry out its mission.

It is the intent of the 1984 amendments to this chapter to strengthen
certain regulatory policies which have had limited success in containing
hospital costs since this chapter was enacted, and to promote constructive
competition among health care delivery systems.

Scc. 2. Scction 3, chapter 5, Laws of 1973 Ist ex. sess. and RCW 70-
.39.020 are cach amended to read as lollows:

As uscd in this chapter:

(1) "Commission" means the hospital commission of the state of
Washington as created by this chapter;

(2) "Consumer" means any person whose occupation is other than the
administration of health activitics or the providing of health services, who
has no fiduciary obligation to a health facility or other health agency, and
who has no material financial interest in the rendering ol health services;

(3) "Hospital" means any health care institution which is required to
qualifly for a license under RCW 70.41.020(2); or as a psychiatric hospital
under chapter 71.12 RCW, but shall not include beds utilized by a compre-
hensive cancer center for cancer rescarch, or any health care institution
conducted lor those who rely primarily upon treatment by prayer or spiri-
tual means in accordance with the crced or tenets of any church or
denomination.

(4) "Diagnosis-related groups” is a classilication system that groups
hospital patients according to principal and sccondary diagnosis, presence or
absence of a suraical procedure, age, presence or absence ol significant
comorbiditiecs or complications, and other relevant criteria, an example of
which has been adopted as the basis for prospective payment under the fed-
cral medicare program by the social security amendments of 1983, Public
Law 98-21.
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(5) "Medical technology” mecans the drugs, devices, and medical or
surgical procedures used in the delivery of health care, and the organiza-
tional or supportive systems within which such care is provided.

(6) "Technology assessment” means a comprehensive form ol policy
research that examines the technical, economic, and social consequences of
technological applications, including the indirect, unintended, or delayed
social or economic impacts. In health care, such analysis must cvaluate cffi-
cacy and safety as well as efficiency.

(7) "Charity care” means necessary hospital health care rendered to
indigent persons, to the extent that the persons arc unable to pay for the
care or to pay deductibles or co-insurance amounts required by a third-
party payer, as determined by the commission.

(8) "Rate" means the maximum revenue which a hospital may receive
for each unit of service, as determined by the commission.

(9) "Comprehensive cancer center” means an institution and its re-
scarch programs as recognized by the National Cancer Institute prior to
April 20, 1983.

(10) "Region" means one of the health service arcas established pur-
suant to RCW 70.38.085, except that King county shall be considered a
separate region for the purposes of this chapter.

Sec. 3. Scction 4, chapter 5, Laws of 1973 st ex, sess. and RCW 70-
.39.030 are cach amended to read as follows:

(1) There is hereby created a hospital commission, which shall be a
separate and independent commission of the state. The commission shall be
composed ol ((five)) ninc members appointed by the governor((;and-gener=

mwwmmmmmm
hospitats-on-the-teli:catadvisory-committee-shattreplaccarhospitat-repre=
sentative-onthecommission)) as follows:

{a) Threc members representing consumers of health care services, at
least one of whom represents the interests of low—income persons:

(b) Onc member representing private employers;

(c) One member representing labor;

(d) Onec member representing hospitals, but in cases in which rates flor
an_ostcopathic hospital are to be considered, the representative of osteo-
pathic hospitals on the technical advisory committee shall replace the hos-
pital representative on the commission;

(¢) One member representing health care prolessionals licensed under
Title 18 RCW;
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(N Onc member representing commercial _health insurers or health
care service contractors; and

(g) The sccretary of social and health services, representing the inter-
csts of the state as a major purchaser of health care services. The secretary
may delegate a permanent designee in the secretary's absence.

(2) Except for the members designated in subsection (1) (d) and (¢) of
this scction, members shall not have any fiduciary obligation to any health
carc facility or any material financial interest in the provision of health care
services.

Scc. 4. Section 5, chapter 5, Laws of 1973 Ist ex. sess. as amended by
section 1, chapter 36, Laws of 1977 and RCW 70.39.040 arc cach amended
to read as follows:

Except for the sccretary of social and health services or the secretary's
designee, members of the commission shall serve for lour-year terms((s

y < —yCi Sy

four=year—terms)). Appointments shall require scnate confirmation. No
member shall serve on the commission for more than two consecutive terms.
A vacancy shall be filled by appointment for the remainder of the unexpired
term and the initial appointments and vacancics shall not require senate
confirmation until the legislature next convenes. Of the three additional
members, other than the sccretary, appointed after the effective date of this
1984 act, two shall initially be appointed for two-ycar terms and one for a

three—year term.

Scc. 5. Section 6, chapter 5, Laws of 1973 1st ex. sess. and RCW 70-
.39.050 arc cach amended to read as follows:

((Fhe)) A member representing consumers of health care services and
designated by the governor shall serve as chairman. The commission shall
clect from its members a vice—chairman bicnnially. Mectings of the com-
mission shall be held as frequently as its duties require. The commission
shall keep minutes of its meetings and adopt procedures for the governing of
its meetings, minutes, and (ransactions.

((Fhree)) Five members shall constitute a quorum, but a vacancy on
the commission shall not impair its power to act. No action of the commis-
sion shall be effective unless ((three)) five members concur therein.

The members of the commission shall receive no compensation [or
their service as members but, with the exception of the sceretary of social
and health services r the secretary's designee, the members shall be reim-
bursed for their expenses while attending mectings of the commission in the
same manner as legislators engaged in interim committce business as in
RCW 44,04.120.

[ 1745



Ch. 288 WASHINGTON LAWS, 1984

Scc. 6. Section 7, chapter 5, Laws of 1973 1st ex. sess. as amended by
section 1, chapter 35, Laws of 1977 and RCW 70.39.060 arc cach amended
to read as follows:

The commission ((shathappoint)) muy employ a full time executive di-
rector ((amd)), a deputy director, an associate director for budget and rate
review, an associale director for program planning and research, and a con-
fidential sceretary who shall be exempt from the civil service law, chapter
41.06 RCW and who shall perform the dutics delegated by the commission.
The exccutive director shall be the chiel administrative officer of the com-
mission and shall be subject to its direction.

The commission shall employ such other stall as are necessary to fulfill
the responsibilitics and duties of the commission, such stafl to be subjoct to
the civil service law, chapter 41.06 RCW, and under the supervision of the
executive director, In addition, the commission may contract with third
parties for scrvices necessary to carry out its activitics where this will pro-
mote cconomy, avoid duplication of ciTort, and make best use of availabie
expertise.

Any such centractor or consultant shall be prohibited from releasing,
publishing, or otherwisc using any information made available to it under its
contractual responsibility, without specific permission of the commission.

The commission may apply for and receive and accept grants, gifts,
and other payments, including property and service, from any governmental
or other public or private entity or person, and may make arrangements as
1o the use of these receipts, including the undertaking of special studies and
other projects relating to hospital health care costs.

Scc. 7. Scction 8, chapter 5, Laws of 1973 Ist ex. sess. and RCW 70-
.39.070 are cach amended to read as lollows:

In order to assist the commission in carrying out its dutics, the gover-
nor shall appoint a technical advisory committec, hercinafter referred to as
"committec”, which shall consist of ((cteven)) seventeen members as
follows:

(1) Onc member who shall be a certified public .cr . ntant licensed
pursuant to chapter 18.04 RCW and who shall be knes  ..ip..abi2 in the fi-
nancial afTairs of hospitals.

(2) ((©ne)) Two members who shall be ((a)) health care practitioners,
one of whom shall be a physician, licensed under the laws of this state and
who shall be knowledgeable in hospital administration.

(3) ((Five)) Six members who shall be representative of the interest of
investor-owned, district, not-for-profit, osteopathic, ({(and)) university, and
rural hospitals.

(4) Onc member who shall be representative of consumers of health
care.

(5) Onc member who shall be the secretary of the department of social
and health services, or ((his)) the sccretary's designee, to provide continuing
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liaison, data and support from thosc functions of the department which may
affect the responsibilities of the commission and to represent the department
as a puvchaser of health care services.

(6) Onc member who shall bc ((th\rdw'rccmr-of-thc-phnnhg—md‘cm

phnmng—cﬁoﬂrof—thc-conﬁrchcmm—hcﬁth-phnmng-tomcﬂ)) the cxccu-

tive director of the state health coordinating council established hed under

RCW 70.38.055.

(7) One member of the commission, clected by the commission.

(8) One member who shall be representative of private employers.

{9) Onc member who shall be representative of commercial health in-
surers registered and doing business in tlic state under Title 48 RCW.

(10) One member who shall be representative of health care service
contractors, as defined in RCW 48.44.010.

(11) One member who shall be representative of health maintenance
organizations, as defined in RCW 48.46.030.

Except for the members designated in subsections (2). (3), (10), and
(11) of this section, members of the committee shall not have any fiduciary
obligation to any health care facility or any material financial interest in the
provision of health care services.

With the exception of members designated in subsections (5) and (6)
of this section, the members shall serve concurrently and shall have four—
year terms. Any vacancy shall be filled by appointment by the governor and
an appointee selected to fill such vacancy shall hold office for the balance of
the term for which his predecessor was appointed. The committee shall elect
from its members a chairman and a vice-chairman to serve concurrently
with the chairman. The executive director of the commission shall act as
executive secretary to the committee, and the commission shall otherwise
offer such staff services and supplies as the commitice may require to carry
out its responsibilities.

The committee shall meet on call of the chairman of the commission,
or on request of a majority of the commission. Members of the committee
shall serve without compensation for their service as members but, except
for those designated in subscctions (5) and {6) of this section, shall be re-
imbursed for their expenses in the same manner as members of the
commission.

Scc. 8. Scction 9, chapter 5, Laws of 1973 1st ex. sess. and RCW 70-°
.39.080 arc cach amended to read as follows:

The committee shall have the duty upon the request of the commission
to consult with and make recommendations to the commission:

(1) On matters of public policy rclated to the delivery of health c. rc
services;

(2) On rules and regulations proposed by the commission to implement
this chapter;
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(3) On analyses and studies ui hospital health care costs and related
malters which may be undertaken by the commission; ((and))

(4) On any issuc related to medical technology or technology assess-
ment in the arca of health care; and

(5) On such other matters as the commission may refer.

Scc. 9. Scction 10, chapter 5, Laws of 1973 1st ex. sess. and RCW 70-
.39.090 are cach amended to read as follows:

To further the purposes of this chapter, the commission may create
comimittces from its membership, and may create such ad hoc advisory
committees in specialized ficlds, rclated to the functions of hospitals, the
delivery of health care services, cconomic issucs concerning health care,
technology assessment, and such other subiccts as it deems necessary, 1o
supplement the resources provided by the technical advisory committee.

Scc. 10. Scction 11, chapter 5, Laws of 1973 Ist ex. sess. and RCW
70.39.100 arc cach amended to read as follows:

(1) The commission, after study and in consuitation with advisory
comimittees, if any, shall establish by the promulgation of rules and regula-
tions pursuant to the Administrative Procedure Act, chapter 34.04 RCW, a
uniform system of accounting and financial reporting, including such cost
allocation methods as it may prescribe, by which hospitals shall record and
report to the commission their revenues, expenscs, other income, other out-
lays, assets and liabilitics, and units of service. All hospitals shall adopt the
system for their fiscal year period to be cffective at such time and date as
the commission shall dircct. In determining the cffective date for reporting
requirements, the commission shail be mindful both of the immediate need
for uniform hospital reporting information to cffectuate the purposes of this
chapter and the administrative and cconomic difficultics which hospitals
may encounter in conversion, but in no cvent shall such effective date be
later than two and one-half yecars from the date of the formation of the
commission.

(2) In establishing such accounting systems and uniform reporting
procedures, the commission shall take into consideration:

(a) Existing systems of accounting and reporting presently utilized by
hospitals;

(b) Differences among hospitals according to size; financial structure;
mcthods of payment for services; and scope, type, and method of providing
scrvices; and

(c) Other pertinent distinguishing factors.

(3) The commission shall, where appropriate, provide for modification,
consistent with the purposes of this chapter, of reporting requirements to
correctly reflect these differences among hospitals, and to avoid otherwisce
unduly burdensome costs in meeting the requirements of the uniform system
of accounting and financial reporting.
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(4) The accounting system, where appropriate, shall be structured so as
to establish and differentiate costs incurred for patient-related services
rendered by hospitals, as distinguished from those incurred with reference to
cducational research and other nonpatient-related activities including but
not limited to charitable activities of such hospitals.

(5) The commission shall collect and maintain patient discharge data,
including data necessary for identification of discharges hy diagnosis-relat-
cd proups. So far as possible, the data collection procedures shall be coordi-
nated with any similar procedures or requirements of the federal
department of health and human services for the medicare program and Lhe
nceds of the department of social and health services in gathering public
health statistics, in order to minimize any unduly burdensome reporting re-
quirements imposcd on hospitals,

Secc. 11. Section 12, chapter 5, Laws of 1973 Ist ex. sess. and RCW
70.39.110 are cach amended to read as follows:

(1) Each hospital shall file annually, at such time as the commission
may prescribe, its proposed budget for the next fiscal year, showing project-
cd revenues and expenses and including such further information as the
commission may requirc to implement the purposes of this chapter.

(2) Each hospital shall file annually with the commission after the
close of the fiscal year:

(a) A balance sheet detailing the asscets, liabilities, and net worth of the
hospital;

(b) A statement of income and expenses; and

(c) Such other reports of the costs incurred in rendering services as the
commission may prescribe.

((€2))) (3) Where more than one licensed hospital is operated by the
reporting organization, the information required by this section shall be re-
ported for cach hospital separately.

((3))) (4) The commission shall require certification of specified fi-
nancial reports by the hospital's certified public accountant, and may re-
quirc attestation as to such statements from responsible officials of the
hospital that such reports have to the best of their knowledge and belief
been prepared in accordance with the prescribed system of accounting and
reporting.

((&4)) (5) All reports, except privileged medical information, filed un-
der this chapter shall be ((open—to)) available for public inspection and
copying under RCW 42,17.250 through 42.17.340.

((£5))) (6) The commission shall ((have-therightof-imspection-of)) in-
spect hospital books, audits, and records as reasonably necessary to ((verify
hospitatreports)) implement the policies and purposes of this chapter.

Scc. 12. Section 13, chapter 5, Laws of 1973 Ist cx. sess. and RCW
70.39.120 are cach amended to read as follows:
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(1) The commission shall from lime to time undertake analyses and
studies relating to ((hospitat)) the need for and delivery of health care ser-
vices, the availability of such services, hospital rates, health care costs, and
{(to)) the financial status of any hospital or hospitals subject to the provi-
sions of this chapter, and may publish and disseminate such information as
it deems desirable in the public interest. 1t shall further ((require-the-fiting
of)) publish information concerning the ((totat-fimanciat-needs—of-cach-hos=

pitaland-the-resonrces—avaitrble—or—expected-to-become—avaitable-to-meet
suchneedsinchuding-the—cffect of proposatsmade-by-area=wideand-state
comprehensive—heatth—planning—agencies)) need for health carc services

identifiecd by area-wide and state comprechensive health planning agencics
under chapter 70.38 RCW and the extent to which such needs are being
met.

(2) The commission shall also prepare and file such summarics and
compilations or other supplementary reports based on the information filed
with the commission hercunder as will advance the purposes of this chapter.

(3) The commission shall furnish a copy of any report regarding any
hospital to the chiel executive ollicer of the hospital and the presiding officer
of the hospital's governing body.

Scc. 13. Scction 14, chapter 5, Laws of 1973 Ist cx. sess. as amended
by scction 82, chapter 75, Laws of 1977 and RCW 70.39.130 arc cach
amended to read as follows:

The commission shall prepare and, prior to cach legislative session be-
ginning in January, transmit to the governor and to the legislature an an-
nual report of commission operations and activitics for the preceding fiscal
year. This report shall include such findings and recommendations as the
commission ((deems—necessary)) belicves will further the legislative goal of
cost containment in the delivery of good quality health carc services, in-
cluding cost—containment programs that have becn or might be adopted,
and issues of access to good quality care. The report shall also include data
on the amount and proportion of charity carc provided by cach hospital.
The commission's report for 1986, to be submitted in January 1987, shall
include an analysis of the impacts of scction 15 of this 1984 act on (1) the
usc by indigent persons of health care settings other than hospitals and (2)
the cascloads and costs associated with the limited casualty program for
medical indigents under RCW 74.09.700. The department of social and
health services and the health systems agencies established under chapter
70.38 RCW shall provide such information and assistance as the commis-
sion may reasonably require in preparing the report on the impact of section
15 of this 1984 act.

*Sec. 14. Section 15, chapter 5, Laws of 1973 1st ex. sess. as amended
by section |, chapter 163, Laws of 1974 ex. sess. and RCW 70.39.140 are
cach amended to read as follows:
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(1) From and after a date not less than twelve months but not more
than twenty-four months after the adoption of the uniform system of ac-
counting and financial reporting required by RCW 70.39.100, as the com-
mission may direct, the commission shall have the power to initiate such
reviews or investigations as may be necessary to assure all purchasers of
((hospitat)) health care services that the total costs of a hospital are rea-
sonably related to the total services offered by that hospital, that costs do
not exceed those that are necessary for prudently and reasonably managed
hospitals, that the hospital's ((aggregaterevenues—as—expressed—by)) rates
arc reasonably related to the hospital's aggregate costs; and that rates are
sct equitably among all purchasers or classes of purchasers of services with-
out undue discrimination or preference. Effective July 1, 1985, if all 1984
amendments to this section and section 22 of this 1984 act take effect, this
chapter does not preclude any hospital from negotiating with and charging
any particular payer or purchascr rates that arc less than those approved by
the commission, if?

(a) The rates arc cost justified and do not result in any shifting of costs
to other payers or purchasers in the current or any subscquent year;

(b) The_hospital granting such rates has been determined by the com-
mission to be providing charity care at or above the average for such care in
the region served by the hospital and as determined by the commissiom, and

{c) All the terms of such ncgotiated rates are filed with the commission
within ten working days and made available for public inspection.

The commission may retrospectively disapprove such negotiated rates
in accordance with procedures cstablished by the commission il such rates
arc found to contravene any provision of this section.

(2) In order to properly discharge these obligations, the commission
shall have full power to review projected annual revenues and approve the
rcasonablencss of rates proposed to gencrate that revenue established or re-
quested by any hospital subject to the provisions of this chapter. No hospital
shall charge for services at rates ((other-tham)) exceeding those established
in accordance with the procedures cstablished hercunder. After June 30,
1985, rates for inpatient carc shall be expressed using an appropriate mea-
surc of hospital cfficiency, such as that based on diagnosis-related groups,
and, if nccessary for lederal medicare participation in a hospital reimburse-
ment control system, hospitals shall charge for such care at rates prospec-
tively cstablished and expressed in terms of a comparable unit of total
payment, such as diagnosis-rclated groups. In the event any hospital reim-
bursement control system is implemented, children's hospitals shall be ex-
cmpted until such time as a pediatric based classification system which
reflects the unique resource consumption by patients of a children's hospital
is perfected, For the purposes of this exemption, children's hospitals are de-
fined as hospitals whose patients arc predominantly under cighteen years ol
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(3) In the interest of promoting the most cfficient and effective use of
((hospital)) health care service, and providing greater promise of hospital

cost containment, the commission may ((promoteand-approve—aitermative
methodsof rate-determination—and-payment-of-an—experimental-mature-that

et} bfic-i I . et Fthis—chae
ter)) develop a hospital reimbursement control system in which all payers or
purchasers participate, that includes procedures for establishing prospective
rates, that deals equitably with the costs of providing charity care, and that
shall include the participation of the federal medicare program under the
social security amendments of 1983, Public Law 98-21. The commission
shall have the authority to require utilization revicws ol patient care to en-
surc that hospital admissions and services provided are medically justified.
The commission may seek approval, concurrence, or participation in such a
system from any federal agency, such as the department of health and hu-
man services, prior to sccuring legisiative approval pursuant tu concurrent
resolution for implementation of any hospital reimbursement control system
developed pursuant to this section. The commission shall involve the legis-
lature in the development of any plan for a hospital reimbursement control
system.

{(4) The commission shall assurc that no hospital or its medical stafl
cither adopts or maintains admission practices or policies which resuit in:

(a) A significant reduction in the proportion of patients who have no
third—party coverage and who are unable to pay for hospital services;

(b) A significant reduction in the proportion of individuals admitted for
inpaticnt hospital services for which payment is or is likely to be less than
the anticipated charges for or costs of such services;

(c) The refusal to admit patients who would be expected to require
unusually costly or prolonged treatment for reasons other than those related
to the appropriateness of the care available at the hospital; or

(d) The refusal to provide emergency or other medically necessary ser-
vices to any person who is in need of such services if the hospital provides
such services. The commission shall establish by rule a definition of " medi-
cally necessary services" for the purposes of this subsection (4)(d), which
shall be narrowly construed.

(5) The commission shall serve as the state agency responsible for co-
ordinating state actions and otherwise responding and relating to the cflorts
of the ((cost—of-hving—councit—or—its—suceessor;)) federal department of
health and human services in planning and implementing federal cost con-
tainment programs with respect to hospitals and related health care institu-
tions as authorized by the ((Federal-Economic-StabilizationAct-of—1970))
social security amendmerts of 1983, as now or hereafter amended, or other
federal faw, and any rules or regulations promulgated thereto. In carrying

out this responsibility, the commission may ((serve—as—the—stateapeney-—re=
sponsible—for—recommending—increases—im—rates—for—hospitats—and-—retated
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heatth—care-institutions—to—the—cost-of-living—council,-or-its—successormay
apply-to—the-—costof-tiving-councit-forauthorizationtoadministera—controt
program-ir-Washington-state-in-tieu-of-thefederat-controls-establishedand
otherwisc-administered-by-the-cost-of Jiving-councitimay)) assume ((anoth=

er)) any function or role authorized by appropriate federal regulations im-
plementing the ((Federal—Economic—Stabitizatior—Act—of—1970)) social
sccurity amendments of 1983; or assume any combination of such roles or
functions as it may determine will most effectively contain the rising costs
of the varying kinds of hospitals and related health care institutions in
Washington state. In determining its functions or roles in relation to ((the))
federal cfforts ((tothecost-of-living-counctl;or-its—successor)), the commis-
sion shall seck to ensure coordination, and the reduction of duplicatory cost
containment efforts, by the state and federal governments, as well as the
diligent fulfillment of the purposes of this chapter and declared public policy
and legislative intent hcrmn((—PRG’H-BEB—HOWE-\‘ER——'Fhm—m—cm

powers-as-the-other-members—withrespect-tosuchreview-onty)).

Nothing in this chapter limits the ability of the department of social
and health services to establish hospital payment rates pursuant to RCW
74.09.120 or in accord with a federally approvable state plan under Title
XIX of the federal social securily act.

*Sec. 14 was partially vetoed, see message at end of chapter.

NEW SECTION. Secc. 15. There is added to chapter 70.39 RCW a
new section to read as follows:

Within six months of the effective date of this act, the commission
shall establish by rule, consistent with the definition of charity care under
RCW 70.39.020, the following:

(1) Uniform procedures, data requirements, and criteria for identifying
patients receiving charity care;

(2) A definition of residual bad debt as a component of hospital rate-
setting and budget review, including reasonable and uniform standards for
collection procedures to be used in efforts to collect the unpaid portions of
hospital charges that are the patient's responsibility.

NEW SECTION. Sec. 16. By January 1, 1985, a select committee of
the legislature shall develop legislative recommendations for programs that
will promote the state-wide development of comprehensive cost-effective
managed health care systems and shall recommend programs that will pro-
mote use of such managed health care systems. The select committee shall
be composed of twelve members of the legislature, six appointed by the
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speaker of the house of representatives and six appointed by the president of
the senate, three from cach of the two largest political caucuses in cach
house, upon recommendation of the majority and minority caucuses of their
respective bodies.

The committee shall elect a chairperson from among its membership.

The committee is authorized to appoint a technical advisory committee
to prepare proposals under which cost—clTective managed health care sys-
tems could be used to control health care costs, to more cquitably distribute
charity carc among hospitals and licensed health care practitioners, and
more cffectively provide publicly and privately financed patient care.

For the purposcs of this study "managed health care system” means
any health carc organization, including health providers, insurers, hezith
carc service contractors, health maintenance organizations, or any co.nbi-

nation thercof, that provides directly or by contract comprehensive health
carc services to one or more defined patient populations by enrollment or
other prior agreement or arrangement.

NEW SECTION. Scc. 17. By January 1, 1985, the governor shall
submit a six—yecar state health care purchasing plan to the legislature, The
plan shall identify the number and type of health care services purchased by
the state through the department of social and health services, the depart-
ment of labor and industrics, the statc employees' insurance board, the
office of superintendent of public instruction, and other agencies of govern-
ment where state funds arc used to purchase health care. The plan shall
contain objectives for realizing specific dollar savings in the purchase of
these health care services by obtaining discounts from providers, contracting
with managed health care systems, altering copayment and deductible re-
quirements, instituting improved utilization controls, using prospective pay-
ment arrangements, or by other means.

The governor or the governor's designee shall report the governor's
progress in completing this plan to the legislative budget committee and the
social and health services and ways and means committees of the house of
representatives and Lhe senate by September 30, 1984,

Scc. 18. Section 16, chapter 5, Laws of 1973 Ist ex. sess. as amended
by scction 1, chapter 154, Laws of 1977 ex. sess. and RCW 70.39.150 arc
cach amended to read as follows:

To properly carry out its authority the commission shall:

(1) Compile and maintain all rclevant financial ((and)), accounting,
and patient discharge data in order to have available the statistical infor-
mation nccessary to properly conduct rate review and approval. Such data
shall include nccessary operating expenscs, appropriate expenses incurred
for charity carc and for rendering services to patients who ((cannot-or)) do
not pay, all properly incurred interest charges, and reasonable depreciation
expenses based on the expected useful life of the property and cquipment
involved. The commission shall define and prescribe by rule and regulation
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the types and classes of charges which cannot be changed except as provid-
cd by the procedure contained in RCW 70.39.160 and it shail also obtain
from each such hospital a current rate schedule as well as any subsequent
amendments or modifications of that schedule as it may require. So far as
possible, the commission shall compile and maintain the same patient dis-
charge data with respect to all patients as that required under the federal
medicare program and the uniform billing procedures applicable to third—
arty payers.

(2) Permit any ((nonprofit)) hospital subject to the provisions of this
chapter to charge reasonable rates which will permit the hospital to render
necessary, clfective, and efficient service in the public interest ((and-on—a
sotvent-basis)).

(3) ((Permit-amy-proprictary-profit=making-hospital-subject-to-thepro-

. Ethisct : bt hich-witt the-hos
ot tercffect: teffici - e imthe-pibtic Fvehrich
o chud i ; i *holders—based l

he—cffective—d i ron—PROVIDED—H hectection;

4))) Take into account, in the determination of reasenable rates under
this section, that it is its obligation to assurc access to necev_ary, effective,
cconomically viable, and cfficient hospital health care capability throughout
the state, rathei than the solvency or profitability of any individual hospital
subject to this chapter except where the insolvency of a hospital would scri-
ously threaten the access of the rural public o basic health care services.

(4) Take into account, in the determination of rcasonable rates under
this section for each hospital, the recommendations of appropriate arca-
wide and state comprehensive health planning agencies to ensure compli-
ance with Washington comprehensive health planning law, chapter 70.38
RCW,

(5 i L . Y _

. ) E l ‘ e . g ]
. Ethis—ct l 31.13 ‘lll' ; ] 'l
tions-specified-in-thischapters))

(5) Permit any hospital, whether proprictary, district, public, or not—
for—profit, to retain the excess of its revenues, if any, that exceed the actual
cost of providing services, generated as a result of cost—cffective practices, if
the hospital charges do not excced rates permitted by the commission.

{6) On or before October | of each year, after notice and public hear-
ing, and in full consideration of the intent and purposc of this chapter as
expressed in RCW 70.39.010, adopt a target dollar amount of total state—
wide hospital revenue for the ensuing calendar year. To set the target
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amount, the commission shall develop a standard methodology that consid-
crs such factors as changes in the cconomy, affordability of hospital care,
cost of hospital-purchased goods, numbers and age of the population, tech-
nology, and severity of illness of hospital patients. The commission shall en-
deavor, in cstablishing rates, to assurc that tetal hospital revenues do not
exceed the target amount for the applicable year.

Secc. 19. Section 17, chapter 5, Laws of 1973 Ist ex. sess. and RCW
70.39.160 are cach amended to read as follows:

From and after the date determined by the commission pursuant to
RCW 70.39.140, no hospital subject to the provisions of this chapter shall
change or amend that schedule of rates and charges of the type and class
which cannot be changed without prior approval of the commission, except
in accordance with the following procedure:

(1) Any request for a change in rate schedules or other charges must
be filed in writing in the form and content prescribed by the commission
and with such supporting data as the hospital secking the change deems
appropriate. Unless the commission orders otherwise as provided for in sub-
section (4) of this section, no hospital shall establish such changes except
after publication and notice to the commission of at least thirty days from
the time the rate is intended to go into cffect. All proposed changes shall be
plainly indicated on the schedule cffective at that time and shall be open to
public inspection. Upon receipt of notice, the commission may suspend the
cifective date of uny proposed change. In any such case a formal written
statement of the reasons for the suspension will be promptly submitted to
the hospital. Unless suspended, any proposed change shall go into cffect
upon the date specified in the application.

(2) In any case where such action is deemed necessary, the commission
shall promptly, but in any event within thirty days, institute proceedings as
to the reasonableness of the proposed changes. The suspension may extend
for a period of not more than thirty days beyond the date the change would
otherwise go into effect: PROVIDED, That should it be necessary, the
commission may extend the suspension for an additional thirty days. After
the cxpiration of ninety days from the date the rate is intended to go into
cffect the new rate will go into effect, if the commission does not approve,
disapprove, or modify the request by that time.

(3) Such proposed changes shall be considered at a public hearing, the
time and place of which shall be determined by the commission. The hear-
ing shall be conducted by the commission. Evidence for and against the re-
quested change may be introduced at the time of the hearing by any
interested party and witnesses may be heard. The hearing may be conducted
without compliance with formal rules of cvidence.

(4) The commission may, in its discretion, permit ary hospital to make
a temporary change in rates which shall be effective immediately upon filing
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and in advance of any review procedure when it deems it in the public in-
terest to do so. Notwithstanding such temporary change in rates, the review
procedures set out in this section shall be conducted by the commission as
soon thereafter as is practicable,

(5) Every decision and order of the commission in any contested pro-
cceding shall be in writing and shall state the grounds for the commission's
conclusions. The efTects of such orders shall be prospective in nature.

Scc. 20. Section 21, chapter 5, Laws of 1973 [st ex. sess. and RCW
70.39.200 are each amended to read as follows:

Every person who shall violate or knowingly aid and abet the violation
of this chapter or any valid orders, rules, or regulations thercunder, or who
fails to perform any act which it is hercin made his duty to perform shall be
guilty of a misdemeanor. Following oflicial notice to the accused by the
commission of the existence of an alleged violation, each day upon which a
violation occurs shall constitute a scparate violation. Any person violating
the provisions of this chapter may be cnjoined from continuing such viola-
tion. The commission has authority to levy civil penaltics not exceeding one
thousand dollars for violations of this chapter.

Secc. 21. Scction 10, chapter 161, Laws of 1979 e¢x. sess. as last
amended by section 7, chapter 235, Laws of 1983 and RCW 70.38.105 are
cach amended to read as follows:

(1) The department is authoriz.d and directed to implement the cer-
tificate of need program in this state pursuant to the provisions of this
chapter.

(2) There shall be a state certificate of need program which is admin-
istered consistent with the requirements of federal law as necessary to the
receipt of federal funds by the state.

(3) No person shall engage in any undertaking which is subject to cer-
tificate »f need review under subsection (4) of this section without first hav-
ing received from the department cither a certificate of need or an exception
granted in r ccordance with this chapter.

(4) The following shall be subject to certificate of nced review under
this chapter:

(a) The construction, development, or other establishment of a new
health care facility;

(b) The sale, purchase, or leasc of part or all of any existing hospital as
defined in RCW 70.39.020;

(c) Any capital expenditure by or on behall of a health care facility
which substantially changes the services of the facility after January 1,
1981, provided that the substantial changes in services are specified by the
department in rule;

((€))) (d) Any capital expenditure by or on behalf of a health care
facility which exceeds the expenditure minimum as defined by RCW 70.38-
.025. However, a capital expenditure which is not subject to certificate of
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need review under (a), (b), ((td))) (c), (c), ((or)) (f), or (g) of this subscc-
tion and which is solely for any one or more of the following is not subject
to certificate of need review except to the extent required by the federal
government as a condition to receipt of federal assistance and docs not sub-
stantially afTect patient charges:

(i) Communications and parking facilities;

(ii) Mecchanical, electrical, ventilation, heating, and air conditioning
systems;

(iii) Encrgy conscrvation systems;

(iv) Repairs to, or the correction of, deficiencies in existing physical
plant facilities which are necessary to maintain state licensure;

(v) Acquisition of equipment, including data processing equipment,
which is not or will not be used in the direct provision of health services;

(vi) Construction which involves physical plant facilities, including ad-
ministrative and support facilitics, which arc not or will not be used for the
provision of health services;

(vii) Acquisition of land; and

(viii) Refinancing of existing debt;

((t)) (e) A change in bed capacity of a health care facility which in-
creases the total number of licensed beds or redistributes beds among facil-
ity and service categories of acute care, skilled nursing, intermediate care,
and boarcing home care if the bed redistribution is to be effective for a pe-
riod in excess of six months;

((€2))) (O) Acquisition of major medical equipment:

(i) If the cquipment will be owned by or located in a health care facil-
ity; or

(ii) If, after January 1, 1981, the equipment is not to be owned by or
located in a health care facility, the department finds consistent with federal
regulations the equipment will be used to provide services for hospital in-
patients, or the person acquiring such equipment did not notify the depart-
ment of the intent to acquire such cquipment at least thirty days before
entering into contractual arrangements for such acquisition;

((£f)) (g) Any new institutional health services which are offered in or
through a health care facility, and which were not offered on a regular basis
by, in, or through such health care lacility within the twelve~-month period
prior to the time such services would be offered; and

((££))) (h) Any cxpenditure by or on behalf of a health care facility in
excess ol the expenditure minimum made in preparation for any undertak-
ing under subscction (4) of this section and any arrangement or commit-
ment made for financing such undertaking. Expenditures of preparation
shall include expenditures for architectural designs, plans, working draw-
ings, and specifications. The department may issuc certificates of need per-
mitting predevelopment expenditures, only, without authorizing any
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subsequent undertaking with respect to which such predevelopment expend-
itures arc made.

(5) No person may divide a project in order to avoid review require-
ments under any of the thresholds spzcified in this section,

*Scc. 22. Scction 11, chapter 161, Laws of 1979 cx. sess. as last
amendcd by scction 8, chapter 235, Laws of 1983 and RCW 70.38.115 arc
cach amended to rcad as follows:

(1) Certificates of need shall be issued, denied, suspended, or revoked
by the designee of the secretary of the department in accord with the provi-
sions of this chapter and rules of the department which cstablish review
procedures and criteria for the cerlificate of need program,

(2) Criteria for the review of certificate of need applications, except as
provided in subsection (3) of this section for health maintenance organiza-
tions, shall include but not be limited to consideration of the following:

(a) The relationship of the health services being reviewed to the appli-
cable health plans;

(b) The need that the population served or to be served by such ser-
vices has for such scrvices;

{c) The availability of less costly or morc cfTective alternative methods
of providing such services;

{(d) The financial feasibility and the probable impuct of the proposal on
the cost of and charges for providing health services in the community to be
served, including findings and recommendations of the Washington state
hospital commission in the case of applications submitted by hospitals. An
application by a hospital shall be denied if the state hospital commission
docs not recommend approval, unless the secretary provides the commission
with a written statement sctting forth the reason or reasons, and citing the
applicable subscction or subscctions of this scction, for approving an appli-
cation that the comntission has determined to be not feasible;

{c) In the casc of health services to be provided, (i) the availability of
alternative uses of project resources for the provision of other health ser-
vices, (i) the extent to which such proposed services will be accessible to all
residents of the area to be served, and (iii) the need for and the availability
in the community of services and facilities for osteopathic and allopathic
physicians and their patients. The department shall consider the application
in terms of its impact on existing and proposed institutional training pro-
grams for doctors of ostcopathy and medicine at the student, internship, and
residency training levels;

(f) In the casc of a construction project, the costs and methods of the
proposed co struction, including the cost and methods of energy provision,
and the probable impact ol the construction project reviewed (i) on the cost
of providing health services by the person proposing such construction
project and (ii) on the cost and charges to the public of providing health
services by other persons;
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(g) The special needs and circumstances of ostcopathic hospitals
((and)), nonallopathic scrvices and chiidren's hospitals;

(h) Improvements or innovations in the financing and delivery of health
services which foster cost containment and serve to promote quality assur-
ance and cost—cffectiveness;

(i) In the casc of health services proposed to be provided, the cfliciency
and appropriateness of the usc of existing services and facilities similar to
thase proposed; ((and))

() In the case of cxisting services or facilities, the quality of care pro-
vided by such services or facilitics in the past; and

(k) In the casc of hospital certificate of nced applications, whether the
hospital mects or exceeds the regional average level of charity care, as de-
termined by the hospital commission. Ne certificate of need may be granted
to a hospital which _has not _met or exceeded the regional average level of
charity care in the year preceding application and which does not give assur-
ance it will continue to meet or exceed such level in_the future,

{3) A certificate of need application of a health maintenance organiza-
t'sn or a health care facility which is controlled, directly or indircctly, by a
health maintenance organization, shall be approved by the department if
the department finds:

(a) Approval of such application is required to meet the needs of the
members of the health maintenance organization and of the new members
which such organization can reasonably be expected to enroll; and

(b) The health maintenance organization is unable to provide, through
services or facilities which can reasonably be expected to be available to the
organization, its institutional health services in a rcasonable and cost-ef-
fective manner which is consistent with the basic method of operation of the
organization and which makes such services available on a long-term basis
through physicians and other health professionals associated with it.

A health care facility (or any part thercof) or medical equipment with
respect to which a certificate of need was issued under this subsection may
not be sold or leased and a controlling interest in such facility or equipment
or in a lease of such facility or cquipment may not be acquired unless the
department issues a certificatec of neced approving the sale, acquisition, or
lease.

(4) The dedision of the department on 2 certificate of need application
shall be consistent with the state health plan in cffect, except in emergency
circumstances which pose a threat to the public health, The department in
making its final decision may issuc a conditional certificate of nced if it
finds that the project is justified only under specific circumstances. The
conditions shall dircctly relate to the project being reviewed. The conditions
may be released if it can be substantiated that the conditions are no longer
valid and the reicase of such conditions would be consistent with the pur-
poscs of this chapter.
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(5) Criteria adopted for review in accordance with subsection (2) of
this section may vary according to the purpose for which the particular re-
view is being conducted or the type of health service reviewed.

(6) The department shall specify information to be required (or certifi-
cate of nced applications. Within fifteen days of receipt of the application,
the department shall request additional information considered necessiry to
the application or start the review process. Applicants may decline to sub-
mit requested information through written notice to the department, in
which case review starts on the date of receipt of the notice. Applications
may be denied or limited because of failure to submit required and neces-
sary information.

(7) Concurrent review is for the purpose of comparative analysis and
cvaluation of competing or similar projects in order to determine which of
the projects may best meet identified needs. Categories of projects subject to
concurrent review include at least new health care facilitics, new services,
and expansion of existing health care facilities. The department shall specily
time periods for the submission of applications for certificates of need sub-
ject to concurrent review, which shall not cxcced ninety days. Review of
concurrent applications shall start fifteen days after the conclusion of the
time period for submission of applications subject to concurrent review,
Concurrent review periods shall be limited to one hundred filty days, except
as provided for in rules adopted by the department authorizing and limiting
amendment during the course of the review, or for an unresolved pivotal is-
sue declared by the department,

(8) Review periods for certificate of need applications other than those
subject to concurrent review shall be limited to ninety days. Review periods
may be extended up to thirty days il needed by a review agency, and for
unresolved pivotal issues the department may extend up to an additional
thirty days. A review may be extended in any case if the applicant agrees to
the cxtension.

(9) The department or a designated regional health council shall con-
duct a public hearing on a certificate of necd application il requested unless
the review is cxpedited or subject to emergency review. The department by
rule shall specify the period of time within which a public hearing must be
requested and requirements related to public notice of the hearing, proce-
dures, recordkeeping and related matters.

(10) Any applicant denied a certificate of nced or whose certificate of
nced has been suspended or revoked shall be afforded an opportunity for
administrative review in accordance with chapter 34.04 RCW and a hearing
shall be held within one hundred twenty days of a request therefor. An ad-
ministrative law judge shall review the decision of the secretary's designee
and render a proposed decision for consideration by the sceretary in ac-
cordance with chapter 34.12 RCW or remand the matter to the secretary's
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designee for further consideration. The seeretary's final decision is subject to
review by the superior court as provided in chapter 34.04 RCW.

(11) The department may establish procedurces and criteria for recon-
sideration of decisions.

(12) An amended certificate of need shall be required [or the lollowing
modifications ol an approved project:

(a) A new scrvice;

(b) An expansion of a serviee beyond that originally approved;

(c) An increase in bed capacity;

(d) A significant reduction in the scope of a project without a com-
mensurate reduction in the cost of the project, or a cost increase (as repre-
sented in bids on a construction project or final cost estimates acceptable to
the person to whom the certificate of need was issued) if the total of such
increases exceeds twelve percent or fifty thousand dollars, whichever is
greater, over the maximum capital expenditure approved. The review of re-
ductions or cost increases shall be restricted to the continued conformance
of the project with the review criteria pertaining to financial feasibility and
cost containment.

(13) An application for a certificate of need for a capital expenditure
which is determined by the department to be required to eliminate or pre-
vent imminent safety hazards or correct violations of applicable licensure
and accreditation standards shall be approved.

*Sce. 22 was partially vetoed, see message at end of chapter.

NEW SECTION. Scc. 23. There is added to chapter 70.39 RCW a
new section to read as follows:

Each hospital under this chapter shall print and make available for
public inspection as prescribed by the commission by rule a schedule of its
rates as approved by the commission.

NEW SECTION. Scc. 24, There is added to chapter 70.39 RCW a
new scction to read as follows:

Every commercial health insurer registered and doing business in the
state under Title 48 RCW, cvery health care service contractor as defined in
RCW 48.44.010, and the department ol social and health services shall,
upon request by the commission but not more frequently than annually,
furnish to the commission such information as is readily available which
may assist the commission in developing cost containment proposals with
respect to the fees ol licensed health care practitioners. The commission
may request such information from the entities identified in this section, and
from the federal department of health and human services, if and when the
commission decems appropriate to accord with any requirements of federal
law which may be imposcd.

Scc. 25. Section 9, chapter 223, Laws of 1982 and RCW 43.131.253
are cach amended to read as [ollows:
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The hospital commission and its powers and duties shall be terminated
on Junc 30, ((1984)) 1989, as provided in RCW 43.131.254.

Scc. 26. Section 10, chapter 223, Laws of 1982 and RCW 43.131.254
are cach amended to read as follows:

The following acts or parts of acts, as now cxisting or hereafter
amended, are cach repealed, cffective June 30, ((1985)) 1990:

(1) Scction 2, chapter 5, Laws of 1973 1st ex. sess., section 1 of this
1984 act and RCW 70.39.010;

(2) Scction 3, chapter 5, Laws of 1973 1st ex. sess., section 2 of this
1984 act and RCW 70.39.020;

(3) Scction 4, chapter 5, Laws of 1973 1st cx. sess., section 3 of this
1984 act and RCW 70.39.030;

(4) Scction 5, chapter 5, Laws of 1973 [st ex. sess., section 1, chapter
36, Laws of 1977, section 4 of this 1984 act and RCW 70.39.040;

(5) Section 6, chapter 5, Laws of 1973 Ist cx. sess., section 5 of this
1984 act and RCW 70.39.050;

(6) Scction 7, chapter 5, Laws of 1973 Ist ex. sess., section 1, chapter
35, Laws of 1977, section 6 of this 1984 act and RCW 70.39.060;

(7) Scction 8, chapter 5, Laws of 1973 Ist ex. sess., section 7 of this
1984 act and RCW 70.39.070;

(8) Scction 9, chapter 5, Laws of 1973 st ex. sess., scction 8 of this
1984 act and RCW 70.39.080;

(9) Section 10, chapter 5, Laws of 1973 Ist cx. sess., section 9 of this
1984 act and RCW 70.39.090;

(10) Section 11, chapter 5, Laws of 1973 Ist ex. sess., section 10 of
this 1984 act and RCW 70.39.100;

(11) Section 12, chapter 5, Laws of 1973 1Ist ex. sess., section 11 of
this 1984 act and RCW 70.39.110;

(12) Secction 13, chapter 5, Laws of 1973 Ist ex. sess., section 12 of
this 1984 act and RCW 70.39.120;

(13) Secction 14, chapter 5, Laws of 1973 Ist ex. sess., scction 82,
chapter 75, Laws of 1977, section 13 of this 1984 act and RCW 70.39.130;

(14) Scction 15, chapter 5, Laws of 1973 Ist ex. sess., section 1, chap-
ter 163, Laws of 1974 ex. sess., section 14 of this 1984 act and RCW
70.39.140;

(15) Scction 16, chapter 5, Laws of 1973 Ist ex. sess., section 1, chap-
ter 154, Laws of 1977 ex. sess., section 18 of this 1984 act and RCW
70.39.150;

(16) Scction 17, chapter 5, Laws of 1973 Ist ex. sess., section 19 of
this 1984 act and RCW 70.39.160;

(17) Scction 18, chapter 5, Laws of 1973 Ist ex. sess. and RCW
70.39.170;

(18) Scction 19, chapter 5, Laws of 1973 Ist cx. sess. and RCW
70.39.180;
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(19) Section 20, chapter 5, Laws ol 1973 Ist ex. sess. and RCW
70.39.190;

(20) Section 21, chapter 5, Laws of 1973 1st ex. sess., section 20 of
this 1984 act and RCW 70.39.200;

(21) Section 22, chapter 5, Laws of 1973 1st ex. sess. and RCW 70-
.39.900; ((and))

(22) Scction 23, chapter 5, Laws ol 1973 Ist ex. sess. and RCW
70.39.910;

(23) Scction 15 of this 1984 act and RCW 70.39.—;

(24) Scction 23 of this 1984 act and RCW 70.39.—; and

(25) Scction 24 of this 1984 act and RCW 70.39.—.

NEW SECTION. Scc. 27. If any provision of this act or its application
to any person or circumstance is held invalid, the remainder of the act or
the application ol the provision to other persons or circumstances is not
affected.

NEW SECTION. Sec. 28. There is appropriated to the state hospital
commission from the general fund, for the biennium ending June 30, 1985,
the sum of cight hundred twenty-cight thousand dollars, or so much thercol
as may be necessary, to carry out the purposes of this act: PROVIDED,
That at least twenty-five thousand dollars of the amount available lor de-
velopment of a hospital reimbursement control system, authorized pursuant
1o scction 14 of this act shall be reserved as the state share, in conjunction
with funds that may be made available by hospitals, professional associa-
tions, health care service contractors, commercial health insurance compa-
nies, or other third party payers and major purchasers of hospital services,
in order to secure the professional services of national experts in health care
cconomics, hospital financing or similar ficlds that might be necessary to
develop such a system.

*NEW SECTION. Sec. 29. This act is necessary for the immediate
preservation of the public peace, health, and safety, the support of the state
government and its existing public institutions, and shall take effect immedi-
ately.

*Sec. 29, was vetoed, see message at end of chapter.

Passed the Senate March 8, 1984,

Passed the House March 8, 1984,

Approved by the Governor March 30, 1984, with the exception of
those provisions noted in the veto message.

Filed in Office ol Secretary of State March 30, 1984,

Note: Governor's explanation of partial veto is as follows:

I am returning herewith, without my approval as to certain provisions, Substi-
tute Senate Bill No. 4403, cntitled:

"AN ACT Relating to health care costs."

The following scctions are hereby vetoed: Section 14(4)(d), the term "medically
nccessary” has been defined in Washington State by the Superior Court ease, Mead
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v. Burdman. Using that definition for guidance, it is apparent that even a narrowly
construcd definition of "medically necessary® would place & major new obligation on
hospitals. A change of this magnitude deserves full review and public input, which it
did not reccive during the legislative process. In the meantime, | admonish all hospi-
tals to continue to provide necessary emergency services, without regard to means,

Scction 22(2)(k), the second sentence, conditions the receipt of a certificate of
need by a hospital on achievement of the regional average of charity care. During a
colloquy, both houses clearly stated that they did not want to penalize hospitals who
were making a "good faith cffort" to rcach their regional average. This sentence
would, however, regardless of any good faith efforts, penalize not only the hospital,
but the community, denying a hospital the right to fund its capital needs in order to
assure quality of health care to all.

Similarly, section 14(1)(b) prohibits a hospital from ncgotiating discounts with
health carc purchasers unless the hospital is providing charity care at or above the
average for the region. This provision is unfair to those hospitals, particularly in rural
arcas, that provide all the charity care that is demanded yet fall below the regional
average. Discounts, as restricted by this bill, may well reduce health care costs. 1 be-
lieve it unwise to frustrate the process at the outset by inextricably tying discounts to
mandated levels of charity care.

Scction 14(1), on lines 27 and 28, contains a phrase which rcads "if all 1984
amendments to this section and section 22 of this 1984 act take effect.” This provi-
sion allows hospitals to ncgotiate rates lower than those established by the Commis-
sion if the amendments in section 22 take cffect. As explained above, | have vetoed
portions of section 22 and of section 14, Therefore, in order to preserve the hospital's
ability to negotiate competitive rates, it is nscessary to veto this provision in section

This bill also contains an emergency clause in section 29. I am concerned that a
bill of this complexity proposing such significant changes in the health care industry
not be approached precipitously. I am convinced that allowing this bill to become ef-
fective in normal course will facilitate the state and the health care industry entering
into the process contemplated by this bill in a more deliberative fashion,

With the exception of these provisions, Substitute Senate Bill No. 4403 is
approved.

CHAPTER 289
|Engrossed Second Substitute Scnate Bill No. 4831]
WORKER AND COMMUNITY RIGHT TO KNOW ACT

AN ACT Relating to worker and community right to know; creating a new chapter in
Title 49 RCW; crcating new scctions; prescribing penalties; and making an appropriation.

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

NEW SECTION. Sec. 1. This chapter shall be known and may be
cited as the "worker and community right to know act.”

NEW SECTION. Scc. 2. The legislature finds and declares that the
proliferation of hazardous substances in the environment poses a growing
threat to the public health, safety, and welfare; that the constantly increas-
ing number and variety of hazardous substances, and the many routes of
exposure to them make it difficult and expensive to monitor adequately and
detect any adverse health effects attributable thercto; that individuals
themselves are often able to detect and thus minimize effects of exposure to
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