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the medical disciplinary board that such licensee has violated the

limitations set forth in subsection (1) hereof.

(3) Such license shall remain in full force and effect only so

long as the licensee remains an employee of the department of

((ifts~tktiens)) social and health services, and his duties as such

employee require him to practice the profession of medicine and

surgery, unless such conditional license or certificate is revoked or

suspended by the medical disciplinary board, in accordance with the

provisions of chapter 18.72.

Sec. 2. Section 2, chapter 189, Laws of 1959 as last amended

by section 2, chapter 138, Laws of 1967 and RCW 18.71.096 are each

amended to read as follows:

The director of motor vehicles shall cause a conditional

license or certificate to practice medicine and surgery to be issued

subject to the provisions of RCW 18.71.095, which shall remain in

effect for a period of two years and which ((shail nt)) may be

((reftewable)) regnewed at the expiration of such conditional license.

All conditional licenses issued prior to July 1, 1967, pursuant to

the authority of RCW 18.71.095, shall remain in full force and effect

subject to the jurisdiction of the medical disciplinary board.

Passed the House March 15, 1973.

Passed the Senate March 13, 1973.

Approved by the Governor Miarch 23, 1973.

Filed in office of Secretary of State M~arch 23, 1973.

CHAPTER 5

[ Engrossed Substitute Senate Bill No. 2113]

WASHINGTON STATE HOSPITAL COMMISSION

AN ACT Relating to hospital health care services; establishing a

hospital commission; adding a new chapter to Title 70 RCW;

defining crimes and prescribing penalties.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

NEW SECTION. Section 1. There is added to Title 70 RCW a new

chapter to read as set forth in sections 2 through 23 of this act.

NEW SECTION. Sec. 2. The primary purpose of this chapter is

to promote the economic delivery of high guality and effective

hospital health care services to the people by establishing a

hospital commission with authority over financial disclosure and

budget and prospective rate review and other related matters, which

will assure all purchasers of hospital health care services that

total hospital costs are reasonably related to total services, that

hospital rates are reasonably related to aggregate costs, and that

(475]



Ch._5__ _WASHINGT ON LAWS.L 1973 1st Ex. Sess.------- --

such rates are set equitably among all purchasers of these services

without undue discrimination.

The legislature finds and declares that rising hospital costs

are a vital concern to the people of this state because of the danger

which is posed that hospital and health care services are fast

becoming out of the economic 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 will both enable and motivate hospitals

to control their spiraling costs. It is the legislative intent, in

pursuance of this declared public policy, to provide for uniform

measures on a state-wide basis to control hospital costs without the

sacrifice of quality of service.

NEW SECTION. Sec. 3. As used 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 activities 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 of health services;

(3) "Hospital" means any health care institution which is

required to qualify for a license under RCW 70.L41.020 (2); or as a

psychiatric hospital under chapter 71.12 RCW, but shall not include

any health care institution conducted for those who rely primarily

upon treatment by prayer or spiritual means in accordance with the

creed or tenets of any church or denomination.

NEW SECTION. Sec. 4. There is hereby created a hospital

commission, which shall be a separate and independent commuission of

the state.. The commission shall be composed of five members

appointed by the governor, and generally representative of the public

as consumers, labor, business, and hospitals, and shall be

individuals concerned with the delivery of quality health care; but

in no event shall more than two members have any fiduciary obligation

to a health facility or other health agency, nor any direct financial

interest in the rendering of health services. In cases when proposed

rate increases for osteopathic hospitals are to be considered, the

representative of osteopathic hospitals on the technical advisory

committee shall replace a hospital representative on the commission.

NEW SECTION. Sec. 5. Members of the commission shall serve

for four-year terms and shall require senate 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 vacancies shall not
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reguire senate confirmation until the legislature next convenes.

NEW SECTION. Sec. 6. The member representing consumers of

health care services shall serve as chairman. The commission shall

elect from its members a vice-chairman biennially. Meetings of the

commission 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 transactions.

Three members shall constitute a quorum, but a vacancy on the

commission shall not impair its power to act. No action of the

commission shall be effective unless three members concur therein.

The members of the commission shall receive no compensation

but shall be reimbursed for their expenses while attending meetings

of the commission in the same manner as legislators engaged in

interim committee business as in RCW 44.04.120.

NEW SECTION. Sec. 7. The commission shall appoint a full time

executive director and a deputy director and confidential secretary

who shall be exempt from the civil service law, chapter 41.C6 RCW and

who shall perform the duties delegated by the commission. The

executive director shall be the chief administrative officer of the

commission and shall be subject to its direction.

The secretary of the department of social and health services

shall employ and furnish such other staff as are necessary to fulfill

the responsibilites and duties of the commission, such staff to be

subject to the civil service law, chapter 41.06 RCW, and under the

supervision of the commission and its executive director. In

addition, the commission may contract with third parties for services

necessary to carry out -its activities where this will promote

economy, avoid duplication of effort, and make best use of available

expertise.

Any such contractor or consultant shall be prohibited from

releasing, publishing, or otherwise 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 to the use of these receipts, including the

undertaking of special studies and other projects relating to

hospital health care costs.

NEW SECTION. Sec. 8. In order to assist the commission in

carrying out its duties, the governor shall appoint a technical

advisory committee, hereinafter referred to as "committee", which

shall consist of eleven members as follows;

(1) One member who shall be a certified public accountant

licensed pursuant to chapter 18.04 RCW and who shall be knowledgeable
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in the financial affairs of hospitals.

(2) one member who shall be a health care practitioner

licensed under the laws of this state and who shall be knowledgeable

in hospital administration.

(3) Five members who shall be representative of the interest

of investor-owned, district, not-for-profit, osteopathic, and

university hospital.s.

(4) One member who shall be representative of consumers of

health care.

(5) One member who shall be the secretary of the department of

social and health services, or his designee, to provide continuing

liaison, data and support from those functions of the department

which may affect the responsibilities of the commission.

(6) one member who shall be the director of the planning and

.community affairs agency, or his designee, to provide continuing

liaison with the planning efforts of the comprehensive health

planning council.

(7) one member of the commission, elected by the commission.

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 committee 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 but shall be

reimbursed for their expenses in the same manner as members of the

commission.

NEW SECTION. Sec. 9. 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 policy;

(2) on rules and regulations proposed by the commission to

implemient this act;

(3) on analyses and studies of hospital health care costs and

related matters which may be undertaken by the commission; and

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

NEW SECTION. Sec. 10. To further the purposes of this

chapter, the commission may create committees from its membership,

and may create such ad hoc advisory commmittees in specialized

fields, related to the functions of hospitals, as it deems necessary,
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to supplement the resources provided by the technical advisory

committee.

NEW SECTION. Sec. 11. (1) The commission, after study and in

consultation with advisory committees, if any, shall establish by the

promulgation of rules and regulations 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 their revenues, expenses,
other income, other outlays, assets and liabilities, and units of

service. All hospitals shall adopt the system for their fiscal year

period to be effective at such time and date as the commission shall
direct. In determining the effective date for reporting

requirements, the commission shall be mindful both of the immediate

need for uniform hospital reporting information to effectuate the

purposes of this chapter and the administrative and economic

difficulties which hospitals may encounter in conversion, but in no

event shall such effective date be later than two and one-half years

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; methods of payment for services; and scope, type, and

method of providing services; 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 otherwise unduly burdensome costs in meeting

the requirements of the uniform system of accounting and financial

reporting.
(4i) 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 educational research and other

nonpatient-related activities including but not limited to charitable

activities of such hospitals.

NEW SECTI ON. Sec. 12. (1) Each hospital shall file annually

with the commission after the close of the fiscal year:

(a) A balance sheet detailing the assets, liabilities, and net

worth of the hospital;

(b) A statement of income and expenses;

(c) Such other reports of the costs incurred in rendering

services as the commission may prescribe.
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(2) where more than one licensed hospital is operated by the
reporting organization, the information required by this section

shall be reported for each hospital separately.

(3) The commission shall require certification of specified
financial reports by the hospital's certified public accountant, and

may require 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) All reports, except privileged medical information, filed
under this chapter shall be open to public inspection.

(5) The commission shall have the right of inspection of

hospital books, audits, and records as reasonably necessary to verify

hospital reports.

NEW SECTION. Sec. 13. (1) The commission shall from time to
time undertake analyses and studies relating to hospital health care
costs and to the financial status of any hospital or hospitals
subject to the provisions of this chapter, and may publish and
disseminate such information as it deems desirable in the public
interest. It shall further require the filing of information

concerning the total financial needs of each hospital and the
resources available or expected to become available to meet such
needs, including the effect of proposals made by area-wide and state
comprehensive health planning agencies.

(2) The commission shall also prepare and file such summaries
and compilations or other supplementary reports based on the
information filed with the commission hereunder as will advance the

purposes of this chapter.

NEW SECTION. Sec. 14. The commission shall prepare and, prior

to each legislative session beginning in January, transmit to the
governor and to members of the legislature an annual report of
commission operations and activities for the preceding fiscal year.

This report shall include a compilation of all summaries and reports
required by this chapter, together with such findings and
recommendations as the commission deems necessary.

NEW SECTION. Sec. 15. 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 accounting and financial reporting required
by section 11 of this 1973 act, as the commission may direct, the
commission shall have the power to initiate such reviews or
investigations as may be necessary to assure all purchasers of
hospital health care services that the total costs of a hospital are
reasonably related to the total services offered by that hospital,
that the hospital's aggregate revenues as expressed by rates are
reasonably related to the hospital's aggregate costs; and that rates
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are set equitably among all purchasers or classes of purchasers of

services without undue discrimination or preference.

In order to properly discharge these obligations, the

commission shall have full power to review projected annual revenues

and approve the reasonableness of rates proposed to generate that

revenue established or requested by any hospital subject to the

provisions of this chapter. No hospital shall charge for services at

rates other than those established in accordance with the procedures

established hereunder.

In the interest of promoting the most efficient and effective

use of hospital health care service, the commission may promote and

approve alternative methods of rate determination and payment of an

experimental nature that may be in the public interest and consistent

with the purposes of this chapter.

For the purposes of the Federal Economic Stabilization Act of

197C, as now or hereafter amended, the commission shall serve as the

state agency responsible for recommending increases in rates for

hospital and related health care institutions to the federal price

commission or its successor: PROVIDED, HOWEVER, That in cases where

the rates of nursing homes or similar health institutions are subject

to federal review the members of the commission representing

hospitals shall not sit in the proceedings nor vote, and the governor

shall appoint an ad hoc mnemberz representing nursing homes orz simiilar

health institutions in lieu thereof, who shall have the same powers

as the other members with respect to such federal review only.

NEW SECTION. Sec. 16. To properly carry out its authority

the commission shall:

(1) Immediately upon the effective date of this 1973 act begin

to compile all relevant financial and accounting data in order to

have available the statistical information necessary to properly

conduct rate review and approval. Such data shall include necessary

operating expenses, appropriate expenses incurred 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 equipment involved. The

commission shall define and prescribe by rule and regulation the

types and classes of charges which cannot be changed except as

provided by the procedure contained in section 17 of this 1973 act

and it shall 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.

(2) Permit any nonprofit hospital subject to the provisions of

this chapter to charge reasonable rates which will permit the

hospital to render effective and efficient service in the public

interest and on a solvent basis.
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(3) Permit any proprietary profit-making hospital subject to

the provisions of this chapter to charge reasonable rates which will

permit the hospital to render effective and efficient service in the

public interest and which includes an allowance for a fair return to

stockholders based upon actual investment or the fair value of the

investment, whichever is less.

(4) Take into account, in the determination of reasonable

rates under this section for each hospital, the recommendations of

appropriate area-wide and state comprehensive health planning

agencies to ensure compliance with Washington comprehensive health

planning law, chapter 70.38 RCW.

(5) Permit, in considering a request for change in or

initiating a review of rate schedules or other charges, any hospital

subject to the provisions of this chapter to charge rates which will

in the aggregate produce sufficient total revenue for the hospital to

meet all of the reasonable obligations specified in this chapter.

NEW SECTION. Sec. 17. From and after the date determined by

the commission pursuant to section 15 of this 1973 act, 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

seeking the change deems appropriate. Unless the commission orders

otherwise as provided for in subsection (4) of this section, no

hospital shall establish such changes except after notice to the
commission of at least thirty days from the time the rate is intended

to go into effect. Upon receipt of notice, the commission may suspend

the effective date of any 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 effect 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

expiration of ninety days from the date the rate is intended to go
into effect 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
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hearing, the time and place of which shall be determined by the

commission. The hearing shall be conducted by the commission.

Evidence for and against the requested 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 evidence.

(4I) The commission may, in its discretion, permit any hospital

to make a temporary change in rates which shall be effective

immediately upon filing and in advance of any review procedure when

it deems it in. the public interest 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 t-he commission in any

contested proceeding shall be in writing and shall state the grounds

for the commission's conclusions. The effects of such orders shall

be prospective in nature.

NEW SECTION. Sec. 18. The commission shall biennially prepare

a budget which shall include its estimated income and expenditures

for administration and operation for the biennium, to be submitted to

the governor for transmittal to the legislature for approval.

Expenses of the commission shall be financed by assessment

against hospitals in an amount to be determined biennially by the

commission, but not to exceed four one-hundredths of one percent of

each hospital's gross operating costs to be levied and collected from

and after July 1, 1973 for the provision of hospital services for its

last fiscal year ending on or before June 30th of the preceding

calendar year. Budgetary requirements in excess of that limit may be

financed by a general fund appropriation by the legislature. All

moneys collected are to be deposited by the state treasurer in the

hospital commission account in the general fund which is hereby

created.

Any amounts raised by the collection of assessments from

hospitals provided for in this section which are not required to meet

appropriat-ions in the budget act for the current fiscal year shall be

available to the commission in succeeding years.

NEW SECTION. Sec. 19. In addition to the powers granted to

the commission elsewhere in this chapter, the commission may:

(1) Adopt, amend, and repeal rules and regulations respecting

the exercise of the powers conferred by this chapter, subject to the

provisions of the Administrative Procedure Act, chapter 314.014 RCW

applicable to the promulgation of rules and regulations.

(2) Hold public hearings, conduct investigations, and subpoena

witnesses, papers, records, and documents in connection therewith.

The commission may administer oaths or affirmations in any hearing or
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investigation.

(3) Exercise, subject to the limitations and restrictions

herein imposed, all other powers which are reasonably necessary or

essential to carry out the expressed objects and purposes of this

chapter.

NEW SECTION. Sec. 20. Any person aggrieved by a final

determination of the commission as to any rule, regulation, or

determination under the provisions of this chapter shall be entitled

to an administrative hearing and judicial review in accordance with

the Administrative Procedure Act, chapter 34.04 RCW.

NEW SECTION. Sec. 21. Every person who shall violate or

knowingly aid and abet the violation of this chapter or any valid

orders, rules, or regulations thereunder, or who fails to perform any

act which it is herein made his duty to perform shall be guilty of a

misdemeanor. Following official notice to the accused by the

commission of the existence of an alleged violation, each day upon

which a violation occurs shall constitute a separate violation. Any

person violating the provisions of this chapter may be enjoined from

continuing such violation.

NEW SECTION. Sec. 22. If any provision of this 1973 act, or

its application 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. Sec. 23. Consistent with the purposes

enumerated in section 2 of this 1973 act, the provisions of this

chapter shall be liberally construed, and shall not be limited by any

rule of strict construction.

Passed the Senate March 16, 1973.

Passed the House March 15, 1973.

Approved by the Governor March 23, 1973.

Filed in office of Secretary of State March 23, 1973.

CHAPTER 6

[Senate Bill No. 2176]

PORT DISTRICTS--COMMISSIONERS--INSURANCE COVERAGE FURNISHED

AN ACT Relating to port districts; providing for insurance coverage

for port district commissioners; amending section 1, chapter

614, Laws of 1955 as amended by section 1, chapter 20, Laws of

1965 and RCW 53.08.170.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

Section 1. Section 1, chapter 614, Laws of 1955 as amended by

section 1, chapter 20, Laws of 1965 and RCW 53.08.170 are each
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