
WASHINGTON LAWS, 1980

NEW SECTION. Sec. 7. Section 6 of this 1980 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 immediately.
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Passed the Senate February 29, 1980.
Approved by the Governor March 13, 1980.
Filed in Office of Secretary of State March 13, 1980.

CHAPTER 139
[Substitute House Bill No. 1515]

HEALTH PLANNING IMPLEMENTATION

AN ACT Relating to health; implementing amendments to the National Health Planning and
Resources Development Act of 1974; amending section 1, chapter 161, Laws of 1979 ex.
sess. and RCW 70.38.015; a-mending section 2, chapter 161, Laws of 1979 ex. sess. and
RCW 70.38.025; amending section 4, chapter 161, Laws of 1979 ex. sess. and RCW 70-
.38.045; amending section 5, chapter 161, Laws of 1979 ex. sess. and RCW 70.38.055;
amending section 6, chapter 161, Laws of 1979 ex. sess. and RCW 70.38.065; amending
section 8, chapter 161, Laws of 1979 ex. sess. and RCW 70.38.085; amending section 10,
chapter 161, Laws of 1979 ex. sess. and RCW 70.38.105; amending section 11, chapter
161, Laws of 1979 ex. sess. and RCW 70.38.115; amending section 12, chapter 161, Laws
of 1979 ex. sess. and RCW 70.38.125; adding new sections to chapter 70.38 RCW; re-
pealing section 7, chapter 161, Laws of 1979 ex. sess. and RCW 70.38.075; and providing
an effective date.

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

Section 1. Section 1, chapter 161, Laws of 1979 ex. sess. and RCW 70-
.38.015 are each amended to read as follows:

In consideration of the findings made and national health priorities de-
clared by the congress in the National Health Planning and Resources De-
velopment Act of 1974, Public Law 93-641, it is declared to be the public
policy of this state:

(1) That planning for promoting, maintaining, and'assuring a high level
of health for all citizens of the state, and for the provision of health services,
health manpower, health facilities, and other resources is essential to the
health, safety, and welfare of the people of the state. Such planning is nec-
essary on both a state-wide and regional basis and must maintain respon-
siveness to changing health and social needs and conditions. The marshaling
of all health resources to assure the quality and availability of health ser-
vices to every person must be the goal of such planning, which must likewise
assure optimum efficiency, effectiveness, equity, coordination, and economy
in development and implementation to reach that goal. Regional health
planning under the uprovisions of this chapter and in a manner consistent
with .RCW 36.70.015 is declared to be a proper public purpose for the ex-
penditure of funds of counties or other public entities interested in regional
health planning;
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(2) That the development and offering of new institutional health ser-
vices should be accomplished in a manner which is orderly, timely, econom-
ical, and consistent with the effective development of necessary and
adequate means of providing quality health care for persons to be served by
such facilities without unnecessary duplication or fragmentation of such
facilities;

(3) That the development of health resources, including the construc-
tion, modernization, and conversion of health facilities, should be accom-
plished in a planned, orderly fashion, consistent with identified priorities;

((Mid))
(4) That the development and maintenance of adequate health care in-

formation and statistics essential to effective health planning and resources
development be accomplished;

(5) That the strengthening of competitive forces in the health services
industry, wherever competition and consumer choice can constructively
serve to advance the purposes of quality assurance, cost-effectiveness, and
access, should be implemented.

This chapter has been updated to reflect amendments to the National
Health Planning and Resources Development Act of 1974, Public Law 93-
641, by the Health Planning and Resources Development Amendments of
1979, Public Law 96-79.

Sec. 2. Section 2, chapter 161, Laws of 1979 ex. sess. and RCW 70.38-
.025 are each amended to read as follows:

When used in this chapter, the terms defined in this section shall have
the meanings indicated.

(1) "Annual implementation plan" means a description of objectives
which will achieve goals of the health systems plan and specific priorities

among the objectives. The annual implementation plan is for a one-year
period and must be reviewed and amended as necessary on an annual basis.

(2) "Board of health" means the state board of health created pursuant
to chapter 43.20 RCW.

(3) "Capital expenditure" is an expenditure, including a force account
expenditure (i.e., an expenditure for a construction project undertaken by a
facility as its own contractor) which, under generally accepted accounting
principles, is not properly chargeable as an expense of operation or mainte-
nance. Where a person makes an acquisition under lease or comparable ar-
rangement, or through donation, which would have required review if the
acquisition had been made by purchase, such expenditure shall be deemed a
capital expenditure. Capital expenditures include donations of equipment or
facilities to a health care facility which if acquired directly by such facility
would be subject to certificate of need review under the provisions of this
chapter and transfer of equipment or facilities for less than fair market val-
ue if a transfer of the equipment or facilities at fair market value would be
subject to such review.
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(4) "Council" means the state health coordinating council created in
RCW 70.38.055 and described in Public Law 93-641.

(5) "Department" means the state department of social and health
services.

(6) "Expenditure minimum" means, for the purposes of the certificate of
need program, one hundred fifty thousand dollars for the twelve-month pe-
riod beginning with October 1979, and for each twelve-month period
thereafter the figure in effect for the preceding twelve-month period, ad-
justed to reflect the change in the preceding twelve-month period in an in-
dex established by rules and regulations by the department of social and
health services for the purpose of making such adjustment.

(7) "Health care facility" means hospitals, psychiatric hospitals, tuber-
culosis hospitals, nursing homes, kidney disease treatment centers, ambula-
tory surgical facilities, rehabilitation facilities, and home health agencies,
and includes such facilities when owned and operated by the state or by a
political subdivision or instrumentality of the state and such other facilities
as required by Public Law 93-641 and implementing regulations, but does
not include Christian Science sanitoriums operated, listed, or certified by
the First Church of Christ Scientist, Boston, Massachusetts.

((()) (8) "Health maintenance organization" means ((an -ntity as dew
tfirid in Pu ublic Law 93-641 and, in addtiy cgi~ation defi netfid tidu.ez
RCW 48.46.020(l))) a public or private organization, organized under the
laws of the state, which:

(a) Is a qualified health maintenance organization under Title XIIi,
section 1310(d) of the Public Health Services Act; or

(b) (i) Provides or otherwise makes available to enrolled participants
health care services, including at least the following basic health care ser-
vices: Usual physician services, hospitalization, laboratory, x-ray, emergen-
cy, and preventive services, and out-of-area coverage; (ii) is compensated
(except for copayments) for the provision of the basic health care services
listed in (b)(i) to enrolled participants by a payment which is paid on a
periodic basis without regard to the date the health care services are pro-
vided and which is fixed without regard to the frequency, extent, or kind of
health service actually provided; and (iii) provides physicians' services pri-
marily (A) directly through physicians who are either employees or partners
of such organization, or (B) through arrangements with individual physi-
cians or one or more groups of physicians (organized on a group practice or
individual practice basis).

((W)) (9) "Health services" means clinically related (i.e., preventive,
diagnostic, curative, rehabilitative, or palliative) services and includes alco-
holism, drug abuse, and mental health services and as defined in Public Law
93-641.

((-9-)) (10) "Health systems agency" means a public regional planning
body or a private nonprofit corporation which is organized and operated in a
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manner that is consistent with the laws of the state of Washington and
Public Law 93-641 and which is capable of performing each of the func-
tions described in RCW 70.38.085 and is capable as determined by the sec-
retary of the United States department of health((, ..duc.ation and w.fi))
and human services, upon recommendation of the governor or of the coun-
cil, of performing each of the functions described in the federal law.

(((--"-)) (11) "Health systems plan" means a detailed statement of goals
and resources required to reach those goals as described in Public Law 93-
641. Goals describe a healthful environment and health systems in the
health service area which, when developed, will assure that quality health
services will be available and accessible in a manner which assures continu-
ity of care, at reasonable cost, for all residents of the area; are responsive to
the unique needs and resources of the health service area; ((and)) take into
account national guidelines for health planning policy and ((state-wide
healt ne. ds and primities)) are responsive to state-wide health needs as
determined by the department. The health systems plan ((is for a period
luoin,L than .... ..... gea .a.nd . . .re view..an.. mend d as .... on.. an
anual basis)) also describes institutional health services and such other
services as described in Public Law 96-79 as needed to provide for the well-
being of persons receiving care within the health service area. The health
system plan shall describe the number and type of resources including fa-
cilities, personnel, medical equipment, and other resources required to meet
the goals in the health system plan and shall state the extent to which ex-
isting health care facilities are in need of modernization or conversion and
the extent to which new facilities need to be constructed or acquired. The
health system plan shall be developed in accordance with a format estab-
lished by the council and shall be reviewed and amended as necessary but at
least triennially.

((-))) (12) "Institutional health services" means health services pro-
vided in or through health care facilities ((a ,d heaalth . iahiik ianici oi a fi-

Lationsi anid incudes. tle. enities in o. tlji uuul wich suc service ar

S......d as efine.d in Pubic Law 93-641-)) and entailing annual operating
costs of at least seventy-five thousand dollars for the twelve-month period
beginning with October 1979, and for each twelve-month period thereafter
the figure in effect for the preceding twelve-month period, adjusted to re-
flect the change in the preceding twelve-month period in an index estab-
lished by rules and regulations by the department of social and health
services.

((--2))) (13) "Long-range health facility plan" means a document pre-
pared by each hospital which contains a description of its plans for sub-
stantial changes in its facilities and services for three years.

((--3))) (14) "Major medical equipment" means medical equipment
which is used for the provision of medical and other health services and
which costs in excess of one hundred fifty thousand dollars, except that such
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term does not include medical equipment acquired by or on behalf of a
clinical laboratory to provide clinical laboratory services if the clinical labo-
ratory is independent of a physician's office and a hospital and it has been
determined under Title XVIII of the Social Security Act to meet the re-
quirements of paragraphs (10) and (11) of section 1861 (s) of such act;

(15) "Person" means an individual, a trust or estate, a partnership, a
corporation (including associations, joint stock companies, and insurance
companies), the state, or a political subdivision or instrumentality of the
state, i.ncluding a municipal corporation or a hospital district.

(("-4-)) (16) "Provider" generally means a health care professional or
an organization, institution, or other entity providing health care but the
precise definition for this term shall. be in accord with Public Law 93-641.

(17) "Public Law 93-641", for the purposes of this chapter, refers to
Titles XV and XVI of the Public Health Service Act as amended by the
Health Planning and Resources Development Amendments of 1979 (Public
Law 96-79).

((-5-)) (18) "State health plan" means a document, described in Pub-
lic Law ((93=64-1-)) 96-79, developed by the department((, ad appoved-by
tLI ,~ tate lialtI e.UUoidiIating cUUncI.il whih l tllioII I e nU1 I u1 ties for

to national e..alt. p. .it.. . .ad to tle pit f the he.alth s. t..
agecies of the state as set fn tin thir, hlth systen, p flai,)) and the
council in accordance with RCW 70.38.065.

(((16) a i i,,d;lal fa ,ilie plat" ii" . 1iIS a public JouiIet, de-

ac1 ibed in Public Law 93-641, tvitch set foith. The nurn1 be1 aud t Y Pe Of

patLit case to peope md tht e , a,l-d a plain feJ tl dist,;but;i,, f
.... beds and f"'iluti 3 thiiuut th state, th iui-,be.i aid typc of uut-

patint anld officr rnpiiAal ffaie nede to provid ad,.,.jat puri
heialth ei Yce and outi care to p ,si in the ste anda

plain for tle. ditbutin oF such Facilties thiouu.,u the stt .... an ide e-
tenit to wichi existing micial Facilities i th tate a. ein. nced Of iiiudei i

iLati~ii of COUiiV 10.tiiii, i- c. finew u ti s in iaw talt- ,e, uiUj.atld, aiid tle

pimities fo.1 s l.h int.ic ilit;itlo , conversion, o, U lt e ctiini proect.-)

Sec. 3. Section 4, chapter 161, Laws of 1979 ex. sess. and RCW 70.38-
.045 are each amended to read as follows:

The department is authorized and empowered to exercise such duties
and powers as are prescribed for state health planning and development
agencies in Public Law 93-641, including but not limited to the following:

(1) Conduct health planning activities, ((aid)) implement the state
health plan and the plans of the health systems agencies within the state
which relate to the government of the state, and determine state-wide
health needs;
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(2) Prepare and review at least triennially and revise as necessary a
preliminary state health plan ((to be b .ttd to t .. I..il f appioval
o, adia tpoa uan io i s i veloping, tl .. ate plan );

(3) Assist the council in the review of te. tated.. ....... ...... plan
and in the)) performance of its functions generally. In implementing the
state health plan, the department shall be assisted by such other agencies of
state government as the governor may designate;

(4) Serve as the designated planning agency of the state for the purposes
of section 1122 of the Social Security Act, if the department maintains an
agreement with the secretary, United States department of health((,-edtlea
tion and we! )) and human services pursuant to section 1122 of Public
Law 92-603, and administer a state certificate of need program as provided
in RCW 70.38.105, 70.38.115, and 70.38.125;

(5) After consideration of recommendations submitted by the health
systems agencies respecting ((ne in t ,tut,onl h. ,alt, )-li e)) proposed
((to be offered within the state, mtsake)) undertakings which are subject to
certificate of need review under the provisions of this chapter, making find-
ings as to the need for such ((services)) undertakings;

(6) Review on a periodic basis, not less than every five years, ((all)) at
least those institutional and home health services being offered in the state
with respect to which priority goals have been established in the state health
plan and, after consideration of recommendations submitted by health sys-
tems agencies respecting the appropriateness of such services, make public
its findingsl

(7) Coordinate and consult in the conduct of its authorized activities
with the Washington state hospital commission, the council, the designated
state mental health authority, and such other agencies designated by the
governor;

(8) Prepare an inventory of the nonfederal health care facilities located
in the state and evaluate on an ongoing basis the physical condition of such
facilities;

(9) Determine the state-wide health needs of the state after providing
reasonable opportunity for the submission of written recommendations from
the health systems agencies and such agencies as shall be designated by the
governor and after consulting with the council.

Sec. 4. Section 5, chapter 161, Laws of 1979 ex. sess. and RCW 70.38-
.055 are each amended to read as follows:

(I) There is established a state health coordinating council.
(2) The council shall be composed of members who shall be appointed

by the governor in accordance with the provisions of Public Law 93-641
and shall be considered appointed officials for whom compliance with sec-
tion 1, chapter 104, Laws of 1975-'76 2nd ex. sess., (Ref. Bill No. 36),
RCW 42.17.240, is required.
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(3) The council shall, in addition to the appointed members, include as
nonvoting, ex officio 'members the chairpersons of the house and senate
committees on social and health services, the secretary of the department,
the chairman of the hospital commission, or their designees, and an individ-
ual whom the chief medical director of the veterans administration shall
have designated as a representative of the veterans administration ((who
hill be a votijin g ilUbl )).

(4) The council shall have a chairperson designated ((i a iiiaiiiirz

....... wih Public La 93-6)) by the governor by and with the consent
of the senate from among the members of the council who shall serve a
one-year term.

(5) The council shall conduct all of its business meetings in public pur-
suant to the "Open Public Meetings Act of 1971 ", chapter 42.30 RCW, and
shall meet at least once in each calendar quarter of a year. Books and re-
cords of the council shall be subject to public disclosure in accordance with
RCW 42.17.250 through 42.17.340.

(6) Members of the council shall serve without pay, but shall be entitled
to reimbursement for travel expenses incurred as provided in RCW 43.03-
.050 and 43.03.060.

(7) The governor shall have the power to stagger the terms of the mem-
bers so that one-third thereof may be appointed for an original term of one
year, one-third for an original term of two years, and one-third for an
original term of three years, with all subsequent appointments to be for
terms of three years.

Sec. 5. Section 6, chapter 161, Laws of 1979 ex. sess. and RCW 70.38-
.065 are each amended to read as follows:

The council is authorized and empowered to exercise such duties and
powers as are required for state-wide health coordinating councils in P.L.
93-641, including but not limited to the following:

(1) ((Reviw annually and couul hIIa,. te ilalit syJ3LeJll plaitl aid an-

niuail i.pl nttitaLtin plan)) Establish, in consultation with the health sys-
tems agencies and the department, a uniform format for health systems
plans, review and coordinate at least triennially the health systems plan, and
review at least annually the annual implementation plan of each health sys-
tems agency and report to the secretary of health((, e,.,ducato" a.d welfar,))
and human services its comments;

(2) Prepare ((and)), review at least triennially, and revise as neces-
sary((, at least a,,,,ually,)) a state health plan which shall be made up of the
health systems plans of the health systems agencies and which plan may, as
found necessary by the state health coordinating council, contain revisions
of such health systems plans to achieve their appropriate coordination or to
deal more effectively with state-wide health needs as determined by the de-
partment. The plan shall also describe the institutional health services
needed to provide for the well-being of persons receiving care within the
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state, the number and type of resources required to meet the goals of the
plan, and the extent to which existing health care facilities are in need of
modernization, conversion, or closure and the extent to which new facilities
need to be constructed or acquired. The state health plan, approved by the
council, shall be the state health plan for the state for purposes of Public
Law 93-641 after its approval by the governor;

(3) Review annually the budget of each health systems agency and re-
port to the secretary of the United States department of health((, education
and -welfa e)) and human services its comments on such budget;

(4) Review applications submitted by the health systems agencies for
planning and development grants, and report to the secretary of the United
States department of health((, -..u.at, a.d welfar. ) and human services
its comments;

(5) Advise the department generally on the performance of its functions;
((and))

(6) Submit the approved state health plan to the governor for adoption
as the state health plan for the state. The governor may disapprove the state
health plan only if the governor determines the plan does not effectively
meet the state-wide health needs that have been identified by the depart-
ment. The governor, in disapproving a state health plan, shall make public a
detailed statement of the basis for the determination that the plan does not
meet such needs and shall specify the changes in the plan which the gover-
nor determines are needed to meet such needs. The plan shall then be re-
vised after public hearing in accordance with the governor's statement.

(7) Perform such duties in connection with the state health plan as may
be required as a condition to the receipt of federal funds as described in
Public Law 93-641.

Sec. 6. Section 8, chapter 161, Laws of 1979 ex. sess. and RCW 70.38-
.085 are each amended to read as follows:

There shall be established in accordance with Public Law 93-641, and
implementing regulations, health service areas within the state and health
systems agencies organized and established in accordance with such law.

Each health systems agency shall have as its primary responsibility the
provision of effective health planning for its health service area and the
promotion of the development within the area of health services, manpower,
and facilities which meet identified needs, reduce documented inefficiencies,
and implement the health plans of the agencies which shall include all
classes of health care practitioners. To meet its primary responsibility, a
health systems agency shall carry out such functions as are prescribed for
health systems agencies in Public Law 93-641, including but not limited to
the following functions:

(I) Assemble and analyze data concerning: The status and its deter-
minants of the health of the residents of its health service area; the status of
the health care delivery system in the area and the use of that system by the
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residents of the area; the effect which the area's health care delivery system
has on the health of the residents of the area; the number, type, and loca-
tion of the area's health resources including health services, manpower, and
facilities; the patterns of utilization of the area's health resources; and the
environmental and occupational exposure factors affecting immediate and
long-term health conditions;

(2) Establish((, annually rview, and aii.d as necesay)), consistent
with the format established by the council, a health systems plan;

(3) Establish, annually review, and amend as necessary an annual im.
plementation plan which describes objectives which will achieve the goals of
the health systems plan and priorities among the objectives;

(4) Develop and publish specific plans and projects for achieving the
objectives of the annual implementation plan;

(5) Review and make recommendations to the department respecting
the need for new institutional health services proposed to be offered or de-
veloped in the health service area of such health systems agency;

(6) Review on a periodic basis, at least every five years, ((al*)) at least
those institutional and home health services offered in the health service
area of the agency and with respect to which priority goals have been es-
tablished in the state health plan, and make recommendations to the de-
partment respecting the appropriateness of such services in the area; and

(7) ((Reconnn ann.. , u alln. ,y to t, de.paitniict projects fo t!e iIt- e--

JLatLvio, , ui ,i-itivalu-, and coive,,isio of mtedical facilitie in tile aei.,yT

lealtlh sei aea w pij, et w -ll achieve tle liealtlh systerns plant

and anntual ipltleeztationJ plan of t, healtl s-steir agen cy and ti.. pi-
Oi~~~II pa, iioi - ijects , and

f8-)) Seek the assistance of individuals and public and private entities in
the health service area, to the extent practicable, in implementing the health
systems plan and annual implementation plan.

Sec. 7. Section 10, chapter 161, Laws of 1979 ex. sess. and RCW 70-
.38.105 are each amended to read as follows:

(1) The department is authorized and directed to implement the certifi-
cate 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 consistent
with the provisions of Public Law 93-641.

(3) No person shall ((offe. v. develop a ne,.,w ,ist .tutiona .......-altti.,
o, unue, tak~e expenitumes in ie p¢aiation tfol" sut.h ofi-iing ol d,.vec,.pu~,t

unless a ce Lifi.,ate, of e autlhut l izing sch n-w IIstittiuzal htealtlh s.

as, ben..., is,.d)) engage in any undertaking which is subject to certificate
of need review under subsection (4) of this section without first having re-
ceived from the department either a certificate of need or an exception
granted in accordance with this chapter.

(4) ((New tiutioal halth . vices)) The following shall be subject
to certificate of need review under this chapter ((shal inc.d )):
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(a) The construction, development, or other establishment of a new
health care facility (( health m.ai... tnance.. oiganizatio.));

(b) Any capital expenditure by or on behalf of a health care facility ((or
lhealtl ziIiu.[,IaiiA., IpIi atonii Iin f uaii, lof onc h 1i- and fifty tlhuU"

sand d lla h.i . ... .....ally accep td a.....t..g p in "i . ..
tently appl d is a capial ap x IIex ditm, dtmesIU AjJ.ildtUJ f isite-

tnaance oigaiiioatiuii , o, e^p n.ditumt soly fo1 th . tC iiiniiat ri e'

.t. .F be. of f a h,.lth srvice)) which (i) substantially changes the
services of the facility after January 1, 1981, or (ii) which exceeds the ex-
penditure minimum as defined by RCW 70.38.025(6). The cost of any
studies, surveys, designs, plans, working drawings, specifications, and other
activities essential to the acquisition, improvement, expansion, or replace-
ment of any plant or equipment with respect to which such expenditure is
made shall be included in determining the amount of the expenditure;

(c) A change in bed capacity of a health care facility ((o, health afa-
tnae. otganization)) which increases the total number of licensed beds or
redistributes beds among facility and service categories of acute care, skilled
nursing, intermediate care, and boarding home care if the bed redistribution
is to be effective for a period in excess of six months;

(d) Acquisition of major medical equipment:
(i) If the equipment will be owned by or located in a health care facility;

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 equipment at least thirty days before
entering into contractual arrangements for such acquisition;

(e) Any new institutional health services which are offered in or through
a health care facility ((o. lh.lth imiai ' -utnaaization)), and which
were not offered on a regular basis by, in, or through such health care fa-
cility ((o. health a1aiit1rC ut ogattizatioin)) within the twelve-month peri-
od prior to the time such services would be offered; and

(((-))) (f) Any expenditure by or on behalf of a health care facility ((or
ealth t.a.t... . L.ait zation)) in excess of ((on. .....d aid fifty

thoumand dollat)) the expenditure minimum made in preparation for ((the
afi. g or. dev.lop..ent of a new htitution.al seicr ) any undertaking
under subsection (4) of this section and any arrangement or commitment
made for financing ((th. .ff... o . .. velpm t  of the ... hwinttutiohnal
health service)) such undertaking. Expenditures of preparation ((for the of-
f g . of a ne ititutional health service)) shall include expenditures for
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architectural designs, plans, working drawings, and specifications. The de-
partment may issue certificates of need permitting predevelopment expendi-
tures, only, without authorizing ((the .ve..pixenu t o- offiiig of new
JiItituional l. . lth serv--ice)) any subsequent undertaking with respect to
which such predevelopment expenditures are made.

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

(((6 N'otwvithstanuling anry othlCl OiVi~iui o is s,,cioi, pi-o. to ,,.ctc-

.ati_ Ih ll includ ...... ly those . ....... ... pi a .. i .. i- ... . th. oU.
he~althl c.are, f~IOlity o,,wned.q, operiated, ot I,,tll ,ls tlized byIL ,I thef halthdll

Maintcliancc 01ganif-afion.))

Sec. 8. Section 11, chapter 161, Laws of 1979 ex. sess. and RCW 70-
.38.115 are each amended to read as follows:

(i) Certificates of need shall be issued, denied, suspended, or revoked by
the secretary of the department, or his designee, in accord with the provi-
sions of this chapter and rules and regulations proposed by the department
and adopted by the board of health pursuant to this chapter. Rules and
regulations shall establish review procedures and criteria for the certificate
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 relationship of services reviewed to the long-range development
plan, if any, of the persons providing or proposing such services;

(c) The need that the population served or to be served by such services
has for such services;

(d) The availability of less costly or more effective alternative methods
of providing such services;

(e) The immediate and the long-range financial feasibility of the pro-
posal as well as the probable impact of the proposal on the cost of and
charges for providing health services by the persons proposing the new in-
stitutional health service, including findings and recommendations of the
Washington state hospital commission in the case of applications submitted
by hospitals;

(f) The relationship of the services proposed to be provided to the exist-
ing health care system of the area in which such services are proposed to be
provided;

(g) In the case of health services to be provided, (i) the availability of
resources including health manpower, management personnel, and funds for
capital and operating needs for the provision of the services ((a-d)), (ii) the
availability of alternative uses of such resources for the provision of other
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health services, (iii) the effect of the means proposed for the delivery of
such services on the clinical needs of health professional training programs
in the area in which such services are to be provided, (iv) the extent to
which health professions schools in the area will have access to the services
for training purposes if such services are to be available in a limited number
of facilities, and (v) the extent to which such proposed services will be ac-
cessible to all residents of the area to be served. When an application is
made by an osteopathic or allopathic facility for a certificate of need to
construct, expand, or modernize a health care facility, acquire major medi-
cal equipment, or add services, the need for that construction, expansion,
modernization, acquisition of equipment, or addition of services shall be
considered on the basis of the need for and the availability in the communi-
ty 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 programs for doctors
of osteopathy and medicine at the student, internship, and residency train-
ing levels;

(h) ((T he ............ .......... .. . ...... ....... ............ ip, f the

he~altht s. vices,.V oposed~v to be pi videu toanitllai y and u i- o .-- M,

({i)) Special needs and circumstances of those entities which provide a
substantial portion of their services or resources, or both, to individuals not
residing in the health service areas in which the entities-are located or in
adjacent health service areas;

((fj))) (i) The special needs and circumstances of health maintenance
organizations ((and th.. .... l.d ...... for who. th. ... alth ii..
,ItIIIt..,A Ua cntiIuLIUl obi ato..UtttI a.. LUal UUIIatIU,, nL vl Utt ml]ay reasUably

be expected to serve it tlte future~. it oide, to pe. itit he.alth ttiaitttAtat%..

Ut 
5
anizations to plain on tlie basis oF e t alled par ticipats t ti. than1 a

..... ap.. a i c a.... . a.. ... a, li.alth maitenance Ut anif-atioll p Shall •

eval ate. on t-e .........ba.s-- -f -"tic ti "riv.s to the e oll. d pat ticipantst OF
dJ ... li..lth tt t..... U_-atiati. PR VIDED HIOWEVER, That eon-

sid.atiuti of a t=.w ins~titutiontal he.altht s..t ic... pupose.d by a he.althitiat
tisanu.. a, gua atio shall als add. ess tli..h availability atid co*t Uf obtainting

the,. popo,.d ne,w ins.titutional healdta taevis fit th. existing pievideis in
the-a, ea));

teseauc rjcts Ct hie.li atre deige to itt..t a ntationtal nee...d an1 d fe. wiehV

loc.al conutditions~ ofe spec~ial advanttages,

fff)) _W In the case of a construction project, the costs and methods of
the proposed construction, including the cost and methods of energy provi-
sion, and the probable impact of 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; ((and
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("n)) (k) The special needs and circumstances of osteopathic hospitals
and nonallopathic servicesi

(1) The special circumstances of health service institutions and the need
for conserving energy;

(m) The factors which affect the effect of competition on the supply of
the health services being reviewed;

(n) Improvements or innovations in the financing and delivery of health
services which foster competition and serve to promote quality assurance
and cost-effectiveness;

(o) In the case of health services proposed to be provided, the efficiency
and appropriateness of the use of existing services and facilities similar to
those proposed; and

(p) In the case of existing services or facilities, the quality of care pro-
vided by such services or facilities in the past.

(3) A certificate of need application of a health maintenance organiza-
tion or a health care facility which is controlled, directly or indirectly, by a
health maintenance organization, shall be approved by the department if
the department finds (in accordance with criteria prescribed by the secre-
tary of the United States department of health and human services by
regulation):

(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 reasonable 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 thereof) 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 equipment may not be acquired unless the
department issues a certificate of need approving the sale, acquisition, or
lease.

(4) When a hospital has developed a long-range health facility plan,
pursuant to RCW 70.38.145, and the proposed new institutional health
service is consistent with such plan, an expedited review process shall be in-
stituted by the department as it has been done since the enactment of
chapter 70.38 RCW in 1971.

((4-))) (5) The decision of the department on a certificate of need ap-
plication shall be consistent with the state health plan in effect, except in
emergency circumstances which pose a threat to the public health. The de-
partment in making its final decision may issue a conditional certificate of
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need if it finds that the project is justified only under specific circumstances.
The conditions shall directly relate to the project being reviewed. The con-
ditions may be released if it can be substantiated that the conditions are no
longer valid and the release of such conditions would be consistent with the
purposes of this chapter.

((5-)) (6) Criteria adopted for review in accordance with subsection (2)
of this section may vary according to the purpose for which the particular
review is being conducted or the type of health service reviewed.

(((6)) (7) Any applicant denied a certificate of need or whose certifi-
cate of need 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.

(8) An application for a certificate of need for a capital expenditure
which is required to eliminate or prevent imminent safety hAzards or correct
violations of applicable licensure and accreditation standards shall be ap-
proved as specified in PL 93-641, section 1527(c).

NEW SECTION. Sec. 9. There is added to chapter 70.38 RCW a new
section to read as follows:

(1) The department shall not require a certificate of need for the offer-
ing of an inpatient institutional health service or the acquisition of major
medical equipment for the provision of an inpatient institutional health
service or the obligation of a capital expenditure for the provision of an in-
patient institutional health service by-

(a) a health maintenance organization or a combination of health main-
tenance organizations if (i) the organization or combination of organiza-
tions has, in the service area of the organization or the service areas of the
organizations in the combination, an enrollment of at least fifty thousand
individuals, (ii) the facility in which the service will be provided is or will be
geographically located so that the service will be reasonably accessible to
such enrolled individuals, and (iii) at least seventy-five percent of the pa-
tients who can reasonably be expected to receive the institutional health
service will be individuals enrolled with such organization or organizations
in the combination,

(b) a health care facility if (i) the facility primarily provides or will
provide inpatient health services, (ii) the facility is or will be controlled, di-
rectly or indirectly, by a health maintenance organization or a combination
of health maintenance organizations which has, in the service area of the
organization or service areas of the organizations in the combination, an
enrollment of at least fifty thousand individuals, (iii) the facility is or will be
geographically located so that the service will be reasonably accessible to
such enrolled individuals, and (iv) at least seventy-five percent of the pa-
tients who can reasonably be expected to receive the institutional health
service will be individuals enrolled with such organization or organizations
in the combination, or

[453 1

Ch. 139



WASHINGTON LAWS, 1980

(c) a health care facility (or portion thereof) if (i) the facility is or will
be leased by a health maintenance organization or combination of health
maintenance organizations which has, in the service area of the organization
or the service areas of the organizations in the combination, an enrollment
of at least fifty thousand individuals and, on the date the application is sub-
mitted under subsection (2) of this section, at least fifteen years remain in
the term of the lease, (ii) the facility is or will be geographically located so
that the service will be reasonably accessible to such enrolled individuals,
and (iii) at least seventy-five percent of the patients who can reasonably be
expected to receive the institutional health service will be individuals en-
rolled with such organization,
if, with respect to such offering, acquisition, or obligation, the department
has, upon application under subsection (2) of this section, granted an ex-
emption from such requirement to the organization, combination of organi-
zations, or facility.

(2) A health maintenance organization, combination of health mainte-
nance organizations, or health care facility shall not be exempt under sub-
section (1) of this section from obtaining a certificate of need before
offering an institutional health service, acquiring major medical equipment,
or obligating capital expenditures unless-

(a) it has submitted at least thirty days prior to the offering of an insti-
tutional health service, acquiring major medical equipment, or obligating
capital expenditures in excess of one hundred fifty thousand dollars an ap-
plication for such exemption, and

(b) the application contains such information respecting the organiza-
tion, combination, or facility and the proposed offering, acquisition, or obli-
gation as the department may require to determine if the organization or
combination meets the requirements of subsection (1) of this section or the
facility meets or will meet such requirements, and

(c) the department approves such application. The department shall ap-
prove or disapprove an application for exemption within thirty days of re-
ceipt of a completed. application. In the case of a proposed health care
facility (or portion thereof) which has not begun to provide institutional
health services on the date an application is submitted under this subsection
with respect to such facility (or portion), the facility (or portion) shall meet
the applicable requirements of subsection (1) of this section when the facil-
ity first provides such services. The department shall approve an application
submitted under this subsection if it determines that the applicable require-
ments of subsection (1) of this section are met.

(3) A health care facility (or any part thereof) or medical equipment
with respect to which an exemption was granted under subsection (1) of this
section may not be sold or leased and a controlling interest in such facility
or equipment or in a lease of such facility or equipment may not be ac-
quired and a health care facility described in (l)(c) which was granted an

14541

Ch. 139



WASHINGTON LAWS, 1980

exemption under subsection (1) of this section may not be used by any per-
son other than the lessee described in (1)(c) unless-

(a) the department issues a certificate of need approving the sale, lease,
acquisition, or use, or

(b) the department determines, upon application, that (i) the entity to
which the facility or equipment is proposed to be sold or leased, which in-
tends to acquire the controlling interest, or which intends to use the facility
is a health maintenance organization or a combination of health mainte-
nance organizations which meets the requirements of (1) (a) (i), and (ii)
with respect to such facility or equipment, meets the requirements of (1) (a)
(ii) or (iii) or the requirements of (1) (b) (i) and (ii).

(4) In the case of a health maintenance organization, an ambulatory
care facility, or a health care facility, which ambulatory or health care fa-
cility is controlled, directly or indirectly, by a health maintenance organiza-
tion or a combination of health maintenance organizations, the department
may under the program apply its certificate of need requirements only to
the offering of inpatient institutional health services and the acquisition of
major medical equipment and the obligation of capital expenditures for the
offering of inpatient institutional health services, and then only to the extent
that such offering, acquisition, or obligation is not exempt under the provi-
sions of this section.

Sec. 10. Section 12, chapter 161, Laws of 1979 ex. sess. and RCW 70-
.38.125 are each amended to read as follows:

(I) A certificate of need shall be valid for two years: PROVIDED, That
one six-month extension may be made if it can be substantiated that sub-
stantial and continuing progress toward commencement of the project has
been made as defined by regulations to be adopted pursuant to this chapter.

(2) A project for which a certificate of need has been issued shall be
commenced during the validity period for the certificate of need.

(3) The department, in cooperation with the health systems agencies es-
tablished in the state under the provision of Public Law 93-641, and the
hospital commission, in the case of hospital projects, shall monitor the costs
and components of approved projects to assure conformance with certifi-
cates of need that have been issued. Rules and regulations adopted shall
specify when changes in the cost or components of a project require reeval-
uation of the project. The department may require applicants to submit
periodic progress reports on approved projects or other information as may
be necessary to effectuate its monitoring responsibilities.

(4) The secretary of the department, in the case of a new health facility,
shall not issue any license((, and t. iisti ,ii , ii n thcas t,
a Iew lth m a i ance satii, h not i se any ce tificate, of
registration,)) unless and until a prior certificate of need shall have been is-
sued by the department for the offering or development of such new health
facility ((o. e.w he..lth iiaiinteiaIce oUlanizatioi respectively)).
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(5) Any person who ((.... odeelp a ew institutio health.. s,-
ice without fi.b . i a.. te.. .a c., . . of ne...ed by t.he, ..ta, y of tL
departnent)) engages in any undertaking which requires certificate of need
review under RCW 70.38.085(4) without first having received from the de-
partment either a certificate of need or an exception granted in accordance
with this chapter shall be liable to the state in an amount not to exceed one
hundred dollars a day for each day of such unauthorized offering or devel-
opment. Such amounts of money shall be recoverable in an action brought
by the attorney general on behalf of the state in the superior court of any
county in which the unauthorized ((offlimig or devdlp,-,ent)) undertaking
occurred. Any amounts of money so recovered by the attorney general shall
be deposited in the state general fund.

(6) The department may bring any action to enjoin a violation or the
threatened violation of the provisions of this chapter or any rules and regu-
lations adopted pursuant to this chapter, or may bring any legal proceeding
authorized by law, including but not limited to the special proceedings
authorized in Title 7 RCW, in the superior court in the county in which
such violation occurs or is about to occur, or in the superior court of
Thurston county.

NEW SECTION. Sec. 11. There is added to chapter 70.38 RCW a new
section to read as follows:

The enactment of this chapter as amended shall not have the effect of
terminating, or in any way modifying the validity of any certificate of need
which shall already have been issued prior to the effective date of this 1980
act.

NEW SECTION. Sec. 12. If any provision of this 1980 act or its ap-
plication 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. 13. Section 7, chapter 161, Laws of 1979 ex.
sess. and RCW 70.38.075 are each repealed.

NEW SECTION. Sec. 14. Sections 7, 8, and 10 of this 1980 act shall
take effect January 1, 1981.

Passed the House March 3, 1980.
Passed the Senate February 29, 1980.
Approved by the Governor March 13, 1980.
Filed in Office of Secretary of State March 13, 1980.

CHAPTER 140
[Substitute House Bill No. 1630]

LIQUOR CONTROL LAWS-EXCLUSION OF ALCOHOL USED FOR MOTOR
VEHICLE FUEL
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