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93n CoNGREss 
2d Session } SENATE 

Calendar No. 1220 
{ REPoRT 

No. 93-1285 

NATIONAL HEALTH PLANNING AND DEVELOPMENT 
AND HEALTH FACILITIES ASSISTANCE ACT OF 1974 

NoVEMBER 12, 1974.-0rdered to be printed 
Filed under authority of the order of the Senate of October 11, 1974 

Mr. KENNEDY, from the Committee on Labor and Public Welfare, 
submitted the following 

REPORT 
[Together with additional views] 

[To accompany S. 2994] 

The Committee on Labor and Public Welfare, to which was referred 
the bill ( S. 2994) to amend the Public Health Service Act to assure 
the development of a national health policy and of effective State 
health regulatory programs and area health planning programs, and 
for other purposes having considered the same, reports favorably 
thereon with an amendment in the nature of a substitute and a title 
amendment, and recommends that the bill (as amended) do pass. 

LEGISLATIVE BACKGROUND 

The legislative authority for existing programs for health planning 
and resources development (the Comprehensive Health Planning, Re­
gional Medical, Hill-Burton, and Experimental Health Services De­
livery Systems Programs) expired on June 30, 1974. Since that time 
the programs functions have been funded with released impounded 
monies or under continuing resolutions. 

During the past year the Committee considered in-depth a number 
of measures for the revision, combination, and extension of these 
programs. The Subcommittee on Health held hearings on March 11, 
20, 26, and 28, 1974 on S. 2994, S. 3139, S. 2796, S. 3166, and related 
bills. In addition, hearings were held on June 14, 1974, on S. 3577, 
S. 2983, and proposals to provide assistance for the construction and 
modernization of health facilities. Subsequent to the hearings an 
amendment in the nature of a substitute was drafted by the Subcom-

Digitized from Box 22 of the White House Records Office Legislation Case Files 
at the Gerald R. Ford Presidential Library



This lengthy publication was not digitized.  Please contact the Gerald R. Ford 
Presidential Library or the government documents department of a local library to 
obtain a copy of this item. 



93n CoNGRESS } HOUSE OF REPRESENTATIVES { REPORT 
2d Session No. 93-1640 

NATIONAL HEALTH PLANNING AND RESOURCES 
DEVELOPMENT ACT OF 1974 

DEcEMBER 19, 1974.-0rdered to be printed 

Mr. RoGERs, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 
[To accompany S. 2994] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 2994) to amend 
the Public Health Service Act to assure the development of a national 
health policy and of effective State and area health planning and re­
sources development programs, and for other purposes, having met, 
after full and free conference, have agreed to recommend and do rec­
ommend to their respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows : 

In lieu of the matter proposed to be inserted by the House amend­
ment insert the following: 

SHORT TITLE; TABLE OF CONTENTS 

SEc. 1. This Act may be cited as the "National Health Planning 
and Resources Development Act of 197 4"· 
Sec. 1. Short title; table of contents. 
Sec. 2. Findings and purpose. 
Sec. 9. Revision of health planning programs under the PUblic Health Service Act. 

"TITLE XV-NATIONAL HEALTH PLANNING AND DEVELOPMENT 

"Part A-National Guidelines for Health Planning 

"Sec. 1501. NatiQnal guidelines for health planning. 
"Sec. 1502. National health priorities. 
"Sec. 1509. National Council on Health Planning and Development. 
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"PMt B-Hea:tth Systems Agencies 

"Sec. 1511. Health ser'V'ice M(I(U. 
"Sec. 1512. Health systems agencies. . 
"Sec 1513. FunctiomJ af health systems agen.cws. . 
"Sec: 1514. AssiBtfliiWe to entities desiring ta be de~gnated as hea:tth sys-

tems agencies. . . 
"Seo. 1515. Designatronof health systems agenme&. 
"Sec. 1516. Planning grants. 

"PMt O-S tate H eaZth Planning and Development 

"Sec. 1521. Designation of State health planning and development agencies. 
"Sec. 1522. State administrative program. . 
"Sec. 1523. State heaUh platnning anft ae_velopmen! functwns. 
"Sec 1524 Statewide Health (J()ord~nattng Oounoil. 
"Sec: 1525: Grants far State health pl-anning and development. 
"Sec. 1526. Grants forrateregulatioo.. 

"Part D-General ProvisionB 

"Sec. 1531. Definitions. 
"Sec. 1532. Prooeatwes and criteria far reviews of propased health system 

changes. · il st te 
"Sec. 1583. Technical assistance for heaUh syst~ agenmes an a 

heaUh planning and aeveropment agenor,es. 
"Sec. 1534. a enters for health planning. 
"Sec 1585. Review by the Secretary. . , 
"See: 1536. Special provisians far certain States and Territorres. 

sec. 4. Revision of hea:tth resources development programs under the PubUc 
Health Ser'V'ice Act. 

"TITLE XVI-HEALTH RESOUROES DEVELOPMENT 

"Pari A-'-Purpose, State Plan, ant! Project Appraval 

"Sec. 1601. Purpase. 
"Sec. 1609!. General regul-atiomJ. 
"Sec. 1603. State medical facilities pl.an. 
"Sec. 1604. Approva:t Qj projects. 

"PMt B-Alwtments 
"Sec. 1610. Allotments. 
"Sec. 1611. Payments from aZlatments. 
"Sec. 1612. Withholding af pa.yments and other compliance actians. 
"Sec. 1613. Autharization of appropriatians. 

"Parl 0-Loans and Loon Guarantees 

"Sec. 1620. Authority far loans and loan guarantees. 
"Sec. 1621. Allocation among States. 
"Sec. 162ft General provisians relating to loan gUMantees and loans. 

"Parl D-Project Grants 

"Sec. 1625. Project grants. 

"Parl E-General Provisions 

"Sec. 1630. Juaicitdreview. 
"Sec. 1681. Recovery. 
"Sec. 1682. State control of operations. 
"Sec. 1688. Deftnitians. 
"Sec. 1634. Financial statements; records and audit. 
"Sec. 1635. Technical assistfl/IWC. 
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"Part F-Area Health 8er'V'ices Development Funds 

"Sec. 1640. Area health services development funds." 
Sec. 5. Miscellaneous and transitional provisions. 
Sec. 6. Advisory committees. 
Sec. 1. Agency reports. 
Sec. 8. Technical amendment. 

FINDINGS A.ND PURPOSE 

"SEc. 2. (a) The Congress makes the foll01ving findings: 
(1) The achieverrwnt of equal access to quality health care at 

a 1·easonable cost is a priority of the Federal Governrrwnt. 
(2) Tlw massive infU8ion of Federal funds into the existing 

health care system has contributed to inflationary inereases in 
the cost of health care and failed to p1•oduce an adequate supply 
or distribution of health resources, and consequently has not made 
possible equal access for everyone to such resources. · 

(3) The many and increasing respoWJes to these problem8 by 
the public sector (Federal, State, and local), and the private sec­
tor have not resulted in a comprehensive, rational approa.oh to 
the present-

( A.) lack of uniformly effective methods of delivering 
health care,. 

(B) maldistribution of health care facilities and man­
power,- and 

( 0) increasing cost of health care. 
(4) Increases in the cost of health care, particularly of hospi­

tal stays, have been uncontrollable and inflationary, and there are 
presently inadequate incentives for the use of appropriate alter­
native levels of health care, and for the substitution of ambulatory 
and intermediate care for inpatient hospital care. 

(5) Since the health care provider is one of the most important 
participants in any health cat'e delioery system, health policy 
must address the legitimate needs and concen1s of the p1'ovider if 
it is to achie'L'e meaningf'lil results,. and, thu8, it is imperative that 
the provider be encouraged to play an active 1'0le in developing 
health policy at all levels. 

(6)Large segments of the public are lacking in basic k1wwledge 
regarding proper personal health care and methods for effective 
use of available health se1•vices. 

(b) In recognition of the magnitude of the problem8 described in 
subsection (a) and tlw urgency placed on their solution, it is the 
pu,rpose of this A.ct to facilitate the developrrwnt of recomrrwndations 
for a national health planning policy, to augrrwnt areawide and State 
planning for health sernioes, manpo1..oer, and jaO'ilities, and to autlwr­
ize financial assistance for the development of resources to further 
that policy. · · 
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REVISION 011' HEALTH PLANNING PROGRAMS UNDER THE 
PUBLIC Hl!IALTH SERVICE ACT 

SEc. 3. The Public Health Ser1Jice Act is amended by adding at 
the end the following new title: 

"TITLE XV-NATIONAL HEALTH PLANNING AND 
DEVELOPMENT 

"PART A-NATIONAL GUIDELINES FOR HEALTH PLANNING 

"NATIONAL GUIDELINES FOR HEALTH PLANNING 

"SEc. 1501. (a) The Secretary shall, within eighteen rMnths after 
the date of the enactment of this title, by regulation issue guidelines 
concerning national health planning policy and shall, as he deems 
appropriate, by regulation revise such guidelines. Regulations under 
th_is subsection shall be promulgated in accordance with section 553 
of title 5, United States Code. 

" (b) The Secretary shall include in the guidelines issued under 
subsection (a) the following: 

" ( 1) Standards respecting the appropriate supply, distribution, 
and organization of health resources. 

"(~) A statement of national health planning goals developed 
after consideration of the priorities, set forth in section 150~, 
which goals, to the mamimum ewtent practicable, shall be ere­
pressed in quantitative terms. 

"(c) In _issuing guidelines under subsection (a) the Secretary shall 
consult with and solicit recommendations and comments from the 
health systems agencies designated under part B, the State health 
planning and development agencies designated under part C, the 
Statewide Health Coordina.tin[J Councils established under part C, 
associations and specialty someties representing medical and other 
health care providers, and the National Council on Health Planning 
and Development established by section 1503. 

"NATIONAL HEALTH PRIORITIES 

"SEc. 150~. The Congress finds that the following deserve priority 
consideration in the formulation of national health planning goals 
and in the development and operation of Federal, State, and area 
health planning and resources development programs: 

"(1) The provision of primary care services for medically 
1mdrwserved populations, especially those which are located in 
rural or economically depressed a.reas. 

" ( ~) The development of multi-institutional systems for co­
ordination or consolidation of institutional health services (in­
cluding obstetric, pediatric, emergency medical, intensive and 
coronary care, and radiation therapy services). 

"(3) The de1Jelopment of medical group practices (especially 
those whose services are appropriately coordinated or integrated 
with instit1.ttional health ser1•ices) , health maintenance organiza­
tions, and other organized systems for the provision of health 
care. 
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"(4) The training and increased utilization of physician assist­
ants, especially nurse clinicians. 

"(5) T_he de'?elopment of 1rfUlti-institutional arrangements for 
the sharzng of support servwes necessary to all health service 
institutions. · · 

" ( 6) . The prom_otion of activities to achieve needed improve­
ments zn t~ qualt~y .of health servic~s, including needs identified 
by the revzew actzvztzes of Professwnal Standards Review Or­
ganizations under part B of title XI of the Social Security Act. 

"~ 7) The development by health service institutions of the ca­
pamty to provide various levels of care (including intensive care, 
acute gener:al care, and ewtended care) on a geographically inte­
grated baszs. 
. " ( 8) The prom<Jtion of activities for the prevention of disease, 
~ncluding studies of nutritional and environmental factors affect­
zng health and the provision of preventive health care services. 

"(9) The adoption of uniform cost accounting, simplified re­
imbursement, and utilization reporting systems and improved 
management procedures for health service institutions. 

"(10) The development of effective methods of educating the 
general public concerning proper personal (including preventive) 
heal~h care and methods for effective use of available health 
servzces. 

"NATIONAL COUNCIL ON HEALTH !'LANNING AND DEVELOPMENT 

"SEc. 1503. (a) There is established in the Department of Health, 
Education, and ·welfare an advisory council to be known as the Na­
tio!'W'l C ?uncil on Health Planni-ng and Development (hereinafter in 
th?S sectwn referred to as the 'Council'). The Council shall advise con­
sult with, and make recommendations to, the Secretary with resp~ct to 
(1) the development of national guidelines under section 1501, (~) 
the implementation and administration of this title and title XVI, 
and (3) an evaluation of the implication.~ of new medical technology 
for t~e organization, delivery, and equitable distribution ofhealth care 
servwes. 

" (b) (1) The Council shall be composed of fifteen members. The 
Ohief Medical Director of the Veterans' Administration, the Assistant 
Secretary for Health and Environment of the Department of De­
fense, and the Assistant Secretary for Health of the Department of 
Health, Education, and Welfare shall be nonvoting ew officio members 
of the Council. The remaining members shall be appointed by the 
Secretary and shall be persons who, as a result of their training, ewpe­
rience, or attainments, are ewceptionally well qualified to assist in 
carrying out the functions of the Council. Of the voting members, not 
less than fi1•e shall be persons who are not providers of health services,­
not more than three shall be officers or employees of the Federal Gov­
ernment, not less than three shall be members of governing bodies of 
health systems agencies designated under part B, and not less than 
three shall be members of Statewide Health Coordinating Oouncils 
under section 15BI,. The two major political parties shall have equal 
representation among the voting members on the Council. 
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"(~) The term of office of voting members of the Councils hall be six 
years, except that-

"(A) of the members first appointed to the Council, four ~hall 
be appointed for terms of two years and four shall be appmnted 
for terms of four years, as designated by the Secretary at the time 
of appointment; and 

" (B) any member appointed to fill a vacancy occurring pri?r to 
the expiration of the term for which his predecessor was appmnted 
shall be appointed only for the remainder of such term. 

A member may serve after the expiration of his term until his suc­
cessor has taken office. 

" ( 3) The chairman of the Council shall be selected by the voting 
members from among their number. The term of office of.the chair:m!l'n 
of the Council shall be the lesser of three years or the perwd rema'ln'lng 
in his term of office as a member of the Council. 

" (c) (1) Except as provided in paragraph (~), the members of the 
Council shall each be entitled to receive the daily equivalent of the 
annual rate of basic pay in effect for grade GS-18 of the General 
Schedule for each day (including traveltime) during which they are 
engaged in the actual performance of duties vested in the Council. 

"(~) Members of the Council who are full-time officers or employees 
of the United States shall receive no additional pay on account of their 
service on the Council. 

"(3) While away from their homes or regular places of busi'f?ess in 
the performance of services for the Council, members of the Council 
shall be allowed travel expenses, including per diem in lieu of sub­
sistence, in. the same manner as persons employed intermittently in the 
Government service are allowed expenses under section 5703(b) of 
title 5, United States Code. 

"(d) The Council may appoint, fix the pay of, and prescribe the 
functions of such personnel as are necessary to carry out its functions. 
In addition, the Council may procure the services of experts and con­
sttltants as authorized by section 3109 of title 5, United States Code, 
but without regard to the last sentence of such section. 

"(e) The provisions of section 11,-(a) of the Federal Advisory Com­
mittee Act shall not apply with respect to the Council. 

"PART B-HEALTH SYSTEMS AGENCIES 

"HEALTH SERVICE AREAS 

"SEc. 1511. (a) There shall be established, in accordance with this 
section, health service areas throughout the United States with respect 
to which health systems agencies shall be designated under section 
1515. Each health service area shall meet the following requirements: 

"(1) The area shall be a geographic region appropriate for the 
effective planning and development of health services, determined 
on the basis of factors including populatiorn and the availability 
of resources to provide all necessary health services for residents 
of the area. 

" ; 
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"(~) To the extent practicable, the area shall include at l~ast 
one center for the provision of highly specialized health servz~es. 

"(3) The area, upon its establishment, shall have a popu.la~wn 
of not less than five hundr~d thousand or more than three m2lhon; 
except that-

" (A) the population of an area may be mo_re than. th.ree 
million if the area includes a standard metropohtan stat'lstwal 
area (as determined ~y the Office of M ana[fer;wnt and 
Budget) with a populatwn of more than three m'lllwn, and 

"(B) the population of an area may-
" ( i) be less than five hundred thousand if the area com­

prises an entire State which has a population of less than 
five hundred thousand, or 

" ( ii) be less than-
" ( /) five hundred thousand (but not less than two 

hundred thousand) in unusual circumstances (as de­
termined by the Secretary), or 

"(II) two hundred thousand in highly unusual 
circumstances (as determined by the Secretary), 

if the Governor of each State in which the area is located 
determines, with the approval of the Secretary, that the 
area meets the other requirements of this subsection. 

"(4) To the maximum extent feasible, the boundaries of the 
area shall be appropriately coordinated with the boundanes of 
areas designated under section 1152 of the Socit.il Security Act for 
Professional Standards Review Organizations, existing regional 
planning areas, and State planning and administrc;tive areas. . 

The boundaries 01/ a health service area shall be establuhed so that, 'ln 
the planning and development of health services to be offered within 
the health service area, any economic or geographic barrier to the re­
ceipt of such services in nonmetropolitan areas is taken into account. 
The boundaries of health service areas shall be established so as to 
recognize the differences in health planning and health services devel­
opment needs between nonmetropolitan and metropolitan areas. Each 
standard metropol.itan statistical area shall be entirely within the 
boundaries of one health service area, except that if the Governor of 
each State in which a standard metropolitan statistical area is located 
determines, with the approval of the Secretary, that in order to' meet 
the other requirements of this subsection a health service area should 
contain only part of the standard metropolitan statistical area, then 
such statistical area shall not be required to be entirely within the 
boundaries of such health service area. 

" (b) (1) Within thirty days following the date of the enactment of 
this title, the Secretary shall simultane01usly give to the Governor of 
each State written notice of the initiation of proceedings to establish 
health service areas throughout the United States. Each notice shall 
contain the following: 

" (A) A statement of the requirement (in subsection (a) ) of the 
establishment of health service areas throughout the United 
States. 
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" (B) A statement of the criteria prescribed by subsection (a) 
for health se'r'IJice areas and the procedures prescribed by this 
subsection for the designation of health service area boundaries. 

" (C) A request tha:t the Governor .receiving ~he. no~ice ( i) 
designate the boundanes of health servwe areas w~th~n hu State, 
and where appropriate and in cooperation with the Governors of 
adj~ining States, designate the b~undf:ries within ~is S~a~e. of 
health se'r'Vice areas lomted both ~n hu State and ~n adJmn~ng 

· States, and ( ii) submit (in such form and manner as the Secretary 
shall specify) to the Secretary, within one hundred and twenty 
days of the date of enactment of this title, such boundary desig­
nations together with comments, submitted by the entities referred 
to in paragraph (2), with respect to such designations. 

At the time such notice is given under this paragraph to each Gover­
nor, the Secretary shall publish as a notice in the 'Federal Register a 
statement of the giving of his notice to the Governor and the criteria 
and procedures contained in such notice. 

"(2) Each State's Governor shall in the development of boundaries 
for health service areas consult with and solicit the views of the chief 
ereecutive officer or agency of the political subdivisions within the State, 
the State agency ~ohich administers or supe'r'Vises the administration of 
the State's health planning functions under a State plan approved 
under section 314 (a), each entity within the State which has developed 
a comprehensive regional, metropolitan, or other local area plan or 
plans referred to in section 314 (b), and each regional medical program 
established in the State under title IX. 

"(3) (A) Within two hundred and ten days after the date of enact­
ment of this title, the Secretary shall publish as a nootice in the Federal 
Register the health service area boundary designations. The boundaries 
for health service areas submitted by the Governors shall, erecept as 
otherwise provided in subparagraph (B), constitute upon their pub­
lication in the Federal Register the boundaries for such health service 
areas. 

" (B) ( i) If the Secretary determines that a boundary submitted to 
him for a health se'r'IJice area does not meet the requirements of sub­
section (a), he shall, after consultation with the Governor who sub­
mitted such boundary, make such re1,ision in the boundary f-or such 
area (and as necessary, in the boundaries for adjoining health se'r'Vice 
areas) as may be necessary to meet such requirements and publish such 
revised boundary (or boundaries) ; and the revised boundary (or 
boundaries) shall upon publication in the Federal Register constitute 
the boundary (or boundaries) for such health service area (or areas). 
The Secretary shall notify the Governor of each State in which is 
located a health se'r'Vice area whose boundary is revised under this 
clause of the boundary revision and the reasons for such revision. 

"(ii) In the case of area8 of the United States not included within 
the boundaries for health service areas submitted to the Secretary as 
requested under the notice under paragraph (1), the Secretary shall 
establish and publish in the Federal Register health servi~e area 
boundaries which include such areas. The Secretary shall notify the 
Governor of each State in 'which is located a health service area the 
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lJOundr;zry for which ~s established under this clause of the boundaries 
establ1shed. In carrywg out the requirement of this clause, the Secre­
tary may make such revisions in boundaTies submitted under subpara­
graph (A) as ~e determines. a~~e necessary to meet the requirement of 
subsectzon (a) for the establtsliment of health ser1Jice areas throughout 
the United States. 

"(4)- The Secretary shall1·eview on a continuing basis and at the 
request qf any Governor or designated health systems agency the 
appropnateness of the boundaries of the health service areas estab­
l1shed under l?aragraph (3) and, if he detePmines that a boundaPy for 
u, health servwe .area no longer .me~ts the requirements of subsection 
(a), h~ may remse the boundanes ~n accordance with the procedures 
pP~scnbed by paraqraph (3) (B) (ii) for the establishment of bound­
anes of health servwe areas which include areas not included in bound­
f!r~e~ s"!bmitted .by the (}o•vernqrs. If the Secretary acts on his own 
m~twhve .to rev~se the boundanes of any .health service area, he shall 
cqnsult w~th the qovernor of the appropnate State or States, the enti­
tzes referred to. ~n pa_ragraph (2), the appropriate health systems 
afl.ency or agenczes des~gnated under part B and the appropriate State­
'LfJZde Health Coor~~nating Council established under part 0. A request 
for boundary remswn shall be made only after consultation with the 
~overnor of the appropriate State or States, the entities referred to 
zn paragraph (2~, the appr_opriate designated health systems agencies, 
a;~d the apprqpnate estabhshed Statewide Health Coordinating Coun­
czt f!11;d shalt ~nclu~e the com;nents concerning the revision made by the 
ent~tzes consulted zn request~ng the revision. 

"(5) Within one year after the date of the enactment of this title 
the Secretary shall complete the pPocedures for the initial establish­
m_ent o.J the ~ound~rie~ of health service areas which ( erecept as pro­
mded ~n sectwn 15u5) znclude the geographic area of all the States. 

"(c) Notwithstanding any other requirement of this section, an 
area-

" ( 1) f~r which has been developed a comprehensive regional. 
metropohtan area, or other local area plan referred to in section 
314(b),and 

"(2) which otherwise meets the requirements of subsection (a), 
shall be designated by the Secretary as a health se'r'Vice area unless 
the ~overnor of any State _in which such area is located, upon a 
findzn_g that an_other area ~s a more appropriate region for the 
effectwe p_lannmg and development of health resources, waives 
such requ~rement. · 

"HEALTH SYSTEMS AGENCIES 

''SEc. 1512. (a) Definition.-For purposes of this title, the term 
'health systems agency' mean.<J an entity which is organized and oper­
ated in th~ manner described in subsection (b) and which is capable, 
as de~errm!'.ed bY_ the ~ecretary, of performing each of the functions 
descnbed ~n sectwn 1o13. The Secretary shall by regulation establish 
standards and criteria for the requirements of subsection (b) and 
section 1513. 

H.Rept. 93-1640 --- 2 
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" (b) (1) Legal Structure.-A health systems agency for a health 
service area shall be-

" (A) a nonprofit private corporatio;t (or si1fbila_r ~egal mecha­
nism such as a public benefit corporatwn) whwh u tnc_orporated 
in the State in which the largest part of the populatwn of the 
health service area resides, which is not a subsidiary of, or other­
wise controlled by, any other private or public corpora~ion or 
other legal entity, and which onty engages tn health planmng and 
development functions; . . . . . 

"(B) a public regional planntng body tf ( t) tt has a governtng 
board composed of a majority of elected officials of wnits of gen­
eral local government o1· it is authorized by State law (in effect 
before the date of enactment of this subsection) to ca_rry o_ut hea?th 
planning and re'l.!iew functions such as those descnbed tn sectu:n 
1513, and (ii) its planning area is identical to the health servwe 
area; or . 
"(0) a single unit of general local government tf the area of the 
jurisdiction of that unit is identical to the health service area. 

A health systems agency may not be an educational institution or oper­
ate such an institution. 

"(2) Staff.-
"(A) E(l)pertise.-A health systems agency shall have a staff 

which provides the agency with ewpertise in at least t11:e follow­
ing: (i) Administration, (ii) the gathering and analysts of data, 
(iii) health planning, and (iv) development and use of health 
resources. The functions of planning and of development of health 
resources shall be conducted by staffs with skills appropriate to 
each function. 

"(B) Size and employment.-The size of the professional staff 
of any health systems agency sha:ll be not less than five, e.xcep. t 
that if the quotient of the poyulatwn (rounded to the next htghest 
one hundred thousand) of the health service area which the 
agency serves divided by one hundred thousand is greater than 
five, the minimum, size of t~~ professional staff shall be the lesser 
of ( i) such fJ.UOttent, or ( n) twenty-five. The members of the 
staff shall be selected, paid, promoted, and discharged in accord-. 
ance with such system as the agency may establish, except that the 
rate of pay .for any position ~hall not be l.es~ than t~fe. rate_ of pay 
prevailtng tn the health servwe area for stmtlar poattwns m other 
public or private health service entities. If necessary for the per­
formance of its functions, a health systems agency may employ 
consultants and may contract with individuals and entities for 
the provision of services. Compensation for consultants and for 
contracted services shall be established in accordance with stand­
ards established by regulation by the Secretary. 

"(3) Governing Body.-
"(A) In general.-A health systems agency which is a public 

regional planning body or unit of general local governm~nt shall, 
in addition to any other governing body, have a govern~ng body 
for health planning, which is established in accordance with sub­
paragraph ( 0), which shall have the responsibilities prescribed 
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by subparagraph (B), and which has exclusive authority to per­
form for the agency the functions described in section 1513. Any 
other health systems agency shall have a governing body com­
posed, in accordance with subpa raph ( 0), of not less than ten 
members and of not more· than t y members, ewcept that the 
number of members may exceed thirty if the governing body has 
established another unit (referred to in this paragraph as an 'ex­
ecutive committee') composed, in accordance with subparagraph 
(0), of not more than twenty-five members of the governtng 
body and has delegated to that unit the authority to take such 
action (other than the establishment and revision of the plans 
referred to in subparagraph (B) ( ii)) as the governing body is 
authorized to take. 

"(B) Responsibilities.-The governing body-
" ( i) shall be responsible for the internal affairs of the 

health systems agency, incluaing matters relating to the staff 
· of the agency, the agency's budget, and procedures and 

criteria (developed and published pursuant to section 
1532) applicable to its functions under subsections (e), (f), 
and (f() of section 1513; 

"(i~) shall be responsible for the establishment of the 
health systems plan and annual implementation plan re­
quired by section 1513(b) / 

" (iii) shall be responsible for the approval of grants and 
contracts made and entered into under section 1513(c) (3); 

" ( iv) shall be responsible for the approval of all actions 
taken pursuant to subsections (e),(f),(g),(h), of section 
1513; 

" ( v) shall (I) issue an annual report concerning the activi­
ties of the agency, (I/) include in that report the health sys­
tems plan and annual implementation plan developed by the 
agency, and a listing of the agency's income, expenditures, 
assets, and liabilities, and (III) make the report readily 
available to the residents of the health service area and the 
various communications media serving such area; 

"shall reimburse its members for their reasonable coats 
incurred in attending meetings of the governing body,-

" (vi) shall meet at least onae in each calendar quarter of a 
year and shall meet at least two additional times in a year 
unless its executive committee meets at least twice in that 
year; and 

" (vii) shall (I) conduct its business meetings in public, 
(II) give adequate notice to the public of such meetings, and 
(Ill) make its recorda and data available, upon request, to 
the public. 

The governing body (and executive committee (if any)) of a 
health systems agency shall a{}t only by vote of a majority of its 
members present and voting at a meeting called upon adequate 
notice to all of its members and at which a quorum is in attend­
anae. A quorum for a governinp body and executive committee 
shall be not leas than one-half of its members. 
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·' ( 0) Oomposition.-The membership of the governing body 
arul the ewecutive committee (if any) of an agency shall meet the 
following requirements: 

"(i) A majority (but not more than 60 per centum of the 
members) shall be residents of the health service area ser1.•ed 
by the entity who are consumers of health care arul 'lfJho are 
not (nor 'lvithin the twel1•e months preceding appmntm,ent 
been) providers of health care arul 'who are broadly repre­
sentative of the social, eeonomic, linguistic and racial popu­
lations, geographic areas of the health service area, and 
major purchasers of health care. . 

"(ii) The remainder of the members shall be residents of 
the health service area served by the agency who are 
providers of health care and toho represent (I) physicians 
(particularly practicing physicians), dentists, nwrses, and 
other health professionals, (II) health care institutions 
(particularly hospitals, long-term care facilities, and health 
maintenance organizations), (/II) health care insurers, (IV) 
health professional schools, arul ( V) the allied healthprofes­
sions. Not less than one-third of the providers of health care 
'lvho are members of the governing body or ewecutive com­
mittee of a health systems agency shall be direct providers of 
health care (as described in section 1531 ( 3)). 

" (iii) The membership shall-
"(/) inclttde (either through consumer or prot•ider 

members) public elected officials arul other rep?'esent­
atives of governmental authorities in the agency's health 
service area and representatives of public and private 
agencies in the area concerned with health, 

"(//) include a percentage of individuals who reside 
in nonmetropolitan areas within the health service area 
'which percentage is equal to the percentage of residents 
of the area who reside in nonmetropolitan areas, and 

" (II I) if the health systems agency serves an area in 
'which there is located one or more hospitals or other 
health care facilities of the Veterans' Administration, in­
clude, as an erl! officio member, an irulividual whom the 
Ohief Jf edical Director of the Veterans' Administration 
shall have detdgnated for s~wh purpose, and if the agency 
serves an area in which the1•e is located one or more 
qttalified health maintenance organizations (within the 
meaning of section 1310), include at least one member 
who is representati1•e of such organizations. 

"(iv) If, in the exerci.se of its functions, a goveT'!ting body 
or ewecutive committee appoints a subcommittee of its mem-

. ber8 or an advisory group, it shall, to the ewtent practicable, 
make its appointments to any such subcommittee or gr'OUP in 
such a manner as to provide the representation on such suh­
comm.ittee or gronp described in this subparagraph. 

"(4) Individual Liability.-No indi?.'idual who, as a member or· em­
ployee of a health sy8tems agency, shall, by reason of his performance 
of any duty, function, or activity 'required of, or authorized to be un-
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dertaken by, the agency under this title, be liable for the payment of 
damages under any law of the United States or any State (or political 
subdivision thereof), ·if he has acted 'within the scope of stwh duty, 
function, or activity, hrM exercised due care, and has acted, with respect 
to that performance, without malice toward any person affected by it. 

" ( 5) Private Oontributions.-N o health systems agency may accept 
any funds or contributions of services or facilities from any individu,al 
01' private entity which has a financial, fiduaiary, or other direct 
interest in the development, expansion, or support o.f health resou.rces 
unless, in the case of an entity, it is an organization described in sec­
tion 509(a) of the Internal Revenue Oode of 1954 a.rul is not directly 
engaged in the pmvision of health care in the health service area of the 
agency. For pnrposes of this paragraph, an entity shall not be con­
sidered to have such an interest solely on the basis of its providing 
(directly or indirectly) health care for its employees. 

"(6) Other Requirements.-Each health system agency shall-
'' (A) make such reports, in such fo1'm and containing such in­

.for,mation, concerning its structttre, oper•ations, performance of 
functions, and othm· matters as the Secretary may from time to 
time require, and keep such records and afford stwh access thereto 
as the Secretary may find necessary to verify stwh reports; 

"(B) provide for such fiscal control arul fund accounting 
procedures as the Secretary rnay req~dre to assure proper disburse­
ment of, and accounting for, amounts received from the Secretary 
under this title and section 164fJ; arul 

" ( 0) permit the Secretary and the Comptroller General of the 
United States, or their representatives, to have access for the pur­
pose of audit arul ewamination to any books, documents, papers, 
and records pertinent to the disposition of amounts reeeived frmn 
the Secretary under this title arul section 1640. 

"(c) Subarea Oouncils.-A health systems agency may establish 
subarea advisory councils representing parts of the agencies' health 
service area to advise the governing body of the agency on the perform­
ance of its fnnctions. The composition of a subarea advisory council 
shall confo1'm to the requirements of subsection (b) (3) ( 0). 

"FUNCTIONS OF HEALTH SYSTEMS AUENOIES 

SEc.151.'J. (a) For the purpose of-
"(1) improving the health of residents of a health: service area, 
" ( ~) increasing the accessibility (including overcoming geo­

graphie, architectural, and transportation barriers), acceptability, 
continuity, and quality of the health se1'vices provzded them~ 

" ( 3) restraining increases in the cost of providing them nealth 
senJices, and · 

"(4) preventing unnecessary duplication of health resources, 
each health systems agency shall have as its primary responsibility the 
provision of effeeti1•e health planning for its health service area and 
the promotion of the development within the area of health services, 
manpou•er, and facilities 1vhich meet identified needs, reduce docu­
mented inefficiencies, and implement the health plans of the agency. To 
-meet its primmy responsibility, a health systems agency shall cany 
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out the functions described in subsections (b) through (g) of this 
section. 

"(b) In providing health planning and re8ource8 development for 
its health service area, a health systemB agency shall perform the fol­
lowing functions: 

"(1) The agency shall assemble and analyze data concerning­
" (A) the statua (and its determinants) of the health of the 

residents of its health service area, 
"(B) the statua of the health care delivery system in the 

area and the uae of that system by the residents of the area, 
" ( 0) the effect tk.e area's health care delivery system has on 

the health of the residents of the area, 
"(D) the number, , and location of the area's health 

resources, including h services, manpower, and facilities, 
"(E) the patterns of utilization of the area's health re­

sources, and 
" (F) the environmental and occupational ewposure factors 

affecting immediate and long-term health conditions. 
In carrying out tMa paragraph, the agency shall to the mawimum 
extent practicable uae exiatzng data (including data developed 
under Federal health programB) and coordinate its activitie8 with 
the cooperative system provided for under section 306 (e). 

"(2) The agency shall, after appropriate consideration of the 
recommended national guidelines for health planning policy 
iasued by the Secretary under section 1501, the priorities set forth 
in section 1502, and the data developed pursuant to paragraph 
(1), establish, annually review, and amend as necessary a health 
systemB plan (hereinafter in this title referred to as the 'HSP') 
which shall be a detailed statement of goals (A) describing a 
healthful environment and health systems in the area which, 
when developed, will assure that quality health services will be 
available and accessible in a manner which assures continuity 
of care, at reasonable co8t, for all ,residents of the area; (B) 
which are responsive to the unique needs and resources of the 
area; and ( 0) which take into account and is conA'!istent with the 
national guidelines for health planning policy issued by the Sec­
retary under section 1501 respeeting supply, distribution, and 
organization of health resources and services. Before establis~­
ing an HSP, a health systems agency shall conduct a publw 
hearing on the proposed HSP and shall give interested persons an 
opportunity to submit their views orally and in writing. Not less 
than thirty days prior to 8uch hearing, the agency shall publish 
in at least tuw newspapers of general circulation throughout its 
health service area a notice of its consideration of the proposed 
HSP, the time and place of the hearing, the place at which inter­
ested persons may consult the HSP in advance of the hearing, 
and the plare and period during •which to submit written com­
ments to the agency on the H SP. 

" ( 3) The agerwy shall establish, annually review, and amend 
as necessary an annual implementation plan (hereinafter in thia 
title referl'ed to as the 'AlP') which describes objectives whwh 
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will achieve the goals of the HSP and priorities among the 
objectives. In establishing the AlP, the agency shall give priority 
to those objectives which will maximally improve the health of 
the residents of the area, as determined on the basia of the relation 
of the cost of attaining such objectives to their benefits, and which 
are fitted to the special needs of the area. 

"(4) The agency shall develop and publish specific plans and 
projects for achieving the objectives established in the AlP. 

"(c) A health systems agency shall implement its HSP and AlP, 
and in implementing the plana it shall perform at least the following 
functions: 

"(1) The agency shall seek, to the extent practicable, to im­
plement its HSP and AlP with the assistance of individuals and 
public and private entities in its health service area. 

"(2) The agency m.ay provide, in accordance with the priorities 
established in the AlP, technical assistance to individuals and 
public and private entities for the development of projects and 
programs which the agency determines are necessary to achieve 
the health systems described in the liSP, including assistance in 
meeting the requirements of the agency prescribed under section 
1532(b ). 

"(3) The agency shall, in accordance with the priorities estab­
lished in the AlP, make grants to public and nonprofit private 
entities and enter into contracts with individual11 and public and 
nonprofit priL•ate entities to assist them in planning and develop­
ing projects and programs which the agency determines are 
necessary for the achievement of the health systemB described in 
the HSP. Such grants and contracts shall be made from the Area 
Health Services Development Fund of the agency establiahed 
'with funds prot•ided under grants made '1/ituler section 1640. No 
grant or contract under this subsection may be uaed (A) to pay 
the costs incurred by an entity or individual in the delivery of 
health services (as defined in regulations of the Secretary), or 
(B) for the cost of constr"Uction or modernization of medical 
facilities. No single grant or contract mode or entered into under 
this paragraph shall be m.Jailable for obligation beyond the one 
year period beginning on the date the grant or contract •was made 
or entered into. If an individual or entity 1'eceives a grant or 
contract under this paragraph for a project or program; such 
individual or entity may t'eceive only one more such grant or 
contract for 8uch project 01' program. · 

" (d) Each health systems agency shall coordinate its activities 
with-

"(1) each Professional Standards Review Organization (desig­
nated under 8ection 11/12 of the Social Security Act), 

"(13) entities referred to in paragraphs (1) and (13) of section 
1304 (a) of the Demonstmtion Cities and Metropolitan Develop­
ment Act of 1,966 and re,qional and local entitie8 the 1.•ie'ws of 
1JJ!zich are required to be eomidered unilet' regulations prescribed 
under section 403 of the IntergoveNimental Cooperation Act of 
1968 to carry out 8eetion 401 (b) of 8uch Act, 
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"(3) other appropriate general or special purpose regional 
planning or administrative agencies, and 

"(4) any other approp'l'iate entity, 
"in the health system agency's health service area. The agency shall, 
as appropriate, seoure data from them for UiJe in the agency's planning 
and development activities~ enter into agreements with them which 
will assure that actions taken by such entities which alter the area's 
health system will be taken in a manner which is con8istent with the 
HSP and the AlP in effect for the area, and, to the extent practicable, 
provide technical assistance to such entities. 

"(e) (1) (A) Except as provided in subparagraph (B), each health 
systems agency shall review and approve or disapprove each propo8ed 
use within its health service area ofF ederal funds-

"(i) appropriated under this Act, the Community Mental 
Health Centers Act, or the Comprehensive Alcohol Abuse and 
Alcoholism Prevention, Treatment, and Rehabilitation Act of 
1970 for grants, contracts, loans, or loan guarantees for the devel­
opment, expansion, or support of healtk resources; or 

" ( ii) made available by the State in tohich the health service 
area is located (from an allotment to the State under an Act 
referred to in clause ( i)) for grants or contracts for the develop­
ment, expansion, or support of health resources. 

(B) A health systems agency shall not review and approve or dis­
approve the proposed use within its health ser1;ice area of Federal 
funds appropriated for grants or contracts under title IV, V //, or 
VIII of this Act unless the grants or contracts are to be made, entered 
into, or UiJed to support the development of health resources intended 
for use in the health service area or the delivery of health services. 
In the case of a proposed use within the health service area of a health 
systems agency of Federal funds described in subparagraph (A) by 
an Indian tribe or intertribal Indian organization for any program 
or project tohich will be located within or will specifically serve-

" ( i) a federally-recognized Indian reservation, 
" ( ii) any land area in Oklahoma which is held in trust by the 

United States for Indians or which is a restricted Indian-owned 
land area, or 

"(iii) a Native villar;e in Alaska (as defined in section 3(c) of 
the Alaska Native Clazms Settlement Act), 

a health systems agency shall only revieto and comment on such 
proposed use. · ' 

"(2) Notwithstanding any other proviBion of this Act or any other 
Act referred to in paragraph- (1), ihe Secretary shall allow a health 
systems agency sixty d_ays to make the review req"!ir~d by such pam­
graph. If an agency dwappro?Jes a proposed use m zts health service 
area of Federal funds described in paragraph (1), the Secretary may 
not make such Federal funds available for such use until he has 
made, upon reqy~st of the entity making such proposal, a revietv of 
t~e agency demswn. ln ma~ing any such revieto of any agency deci­
swn, the Secretary shall gwe the appropriate State health planning 
and development agency an opportunity to consider the decision of 
the health systems agency and to submit to the Secretary its com-
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ments on the decision. The Secretary, after taking into consideration 
8uch Stat~ agency's comments (if any), may make such Federal 
funds avazlable for such use, notwithstanding the disapproval of the 
health systems agency. Each such decision by the Secretary to make 
funds available shall be submitted to the appropriate health systems 
agency and State health planning and development agency and shall 
contazn a detailed statement of the reasons for the decision. 

"(3) Each health systems agency shall pr011ide each Indian tribe 
or znter-tribal Indian organization which is located within the 
agency's health service area information respecting the availability 
of the Federal funds described in the first sentence of thil~ subsection. 

"(f) To aBsist State health planning and development agencies in 
carrymg out their functions under paragraphs (4) and (5) of section 
1523 (a). each health system_s agency shall review and make recom­
mendatwm to the appropnate State healtk planning and develop­
ment agency respecting the need for new institutional health services 
proposed to be offered or developed in the health service area of such 
health systems agency. 

"(g) (1) Except as provided in paragraph (2), each health sya­
tems agency shall review on a periodic basis (but at least every five 
years) aU institutional health services offered in the health service 
area of the agency and shall make recommendations to the State 
health planning and development agency designated under aection 
~521 for ~ach State in wh~ch the health systems agency's health serv­
~ce a_rea ?S located respectt.ng the appropriateness in the area of such 
servwes. 

"(2) A. health systems agency shall complete its initial review of 
existing institutional health services within three years after the date 
of the agency's designationundersection1515(c) 

" (h) E aoh health systems agency shall annually recommend to the 
State ~ealth. planning and development agency designated for each 
State ?n whwh the health systems agency's health service area is lo­
cated (1) projects for the modernization. construction and conver­
sion of medical facilities in the agency's' health servia~ area which 
pro,iects toill aohie'ue the liSP and AlP of the health systems agency 
and (2) priorities among meh proJeets. · ' 

"ASSISTANCE TO ENTITIES DESIRING TO BE DESIGNATED A8 HEALTH 
8Y8TEM8 AGENCIES 

"SEc. 1514. T~e Secr~tary ma'J/provfde all necessary technical and 
other nonfinanmal .asszftanee ( zncluqzng the preparation of proto­
tY_pe pla_ns of or:fl.an~zatzon and op~rr.;:twn) to n_onprofit private entities 
( !ncludzng enttt~es presently recezmng finanmal assistance under sec­
twn 314(b) or title IX or as experimental health se'rvice delivery 
system.'! under section 304) which- · 

. " ( 1) express a desire to be designated as health systems agen­
czes, and 

"(~) the Secretary determines have a potential to meet the 
requzrements of a health systems agency specified in sections 
1512 and 1513, · 

to assist such entities in developing applications to be submitted to 
the Secretary under section 1515 and otherwise in preparing to meet 

H.Rept, 93~1640 --- 3 
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the requirements of this part for designation as a health system& 
agency. 

"DESIGNATION OF HEALTH SYSTEMS AGENCIES 

"SEc. 1515. (a) At the earliest practicable date after the estab­
lishment under section 11511 of health service areas (but not later 
than eighteen months after the date of enactment of !his t{tle), ~he 
Secretary shall enter into agreements in accordance wzth thza aeotzon 
for the designation of health system& agencies for such a:eas. . . 

" (b) ( 1) The Seeft'etary may enter into agreements wzth entztzes 
under which the entities would be designated as the health system& 
agencies for health service areas on a cond_itional basis wi.th a view to 
determ,ining their ability to meet the ref!.utrements. of sectzon ~51~ (b), 
and their capacity to perform the functzons presonbed by s~ctzon11513. 

"(~) Dunng any period of conditional desfgnation ( whw~ may no_t 
eaJceed ~4 months), the Secretary may requ~re th<:t the entttp co~t­
tionally designated meet only such of the. requzreme'!"ts of sect~on 
151~(b) and perform only ,mch of the functzons presonb~d by sectwn 
11513 a8 he determines such entity to be capab.le of meettng and 1!er­
forming. The numlJer and type of such requtrements and func~tona 
shall during the period of conditional designation, be progresswely 
incre'ased as the entity conditionally designated ?ecomes capable of 
added responsibility ~o tha,_t, by the end ofB'tf'Ch perwd, the agency rn.ay 
be considered for destgnatwn 1uti~r subsectW'f" (?) . . • . 

"(3) Any agreement under whwh any entzty za condtttonally destg­
nated as a health systems agency may be terminated by such entity 
upon ninety days notice to the Secretary or by the Secretary upon 
ninety deys notice to such entity. . 

"(4) The Secretary may not entt;. into an lf'gree;nent wzth any en­
tity under paragraph (1) for condztzonal deatgnatzon as a health sys-
tem& agenc'!/ for a health service area wnt~ . 

'"(A) the entity ~ submitted an a_pplication for sueh deszg­
nation 'which contmlnS assurances satzafac~O;Y to th~ Sec;etary 
that upon co_mpletion o~ the period of con<!ztwnal deszgnatwn. the 
applicant wzll be organzzed and ope:ated zn the manner descn.bed 
in section 151~(b) and will be qualified to perform the functzons 
prescribed by section 11513; . 

"(B) a plan for the oraerly assumption and impleme"!tatwn of 
the functions of a health systems agency has been t'ecewed from 
the applicant and approved by the Secretary; and 

" ( 0) the Secretary has consu_lted toit~ the Governor .of each 
State in which such health servu:e area UJ located and "!'tth suph 
other State and local otfieials as he may deem approprzate, wzth 
respect to such designation. . . . 

In conaide1'ing such applications, the Secretary shall gwe p1'UYI"'tty to 
an application which has been recommended for approval by each 
entity which has developed .a plan referred to in sect~on 314(b) for 
aU or part of the health servwe area wzth respect to whzch the applwa­
tion was submitted, and each regional medical program established 
in such area under title IX. . 

"(c) (1) The Secretary shall enter into an agr~ement with~ entzty 
for its designation as a health systems a[Jency zf, on the bas1! of an 
application under paragraph (~) (and, zn the case of an entzty con-
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ditifJnally designated, on the basis of ita performance during a period 
of eonditional designation under subsection (b) as a health systems 
agency for a health service area), the Secretary determines that Btt:ch 
entity is capable of fulfilling, in a satisfactory manner, the reqwre­
rnents and functions of a health systems agency. Any ~h agreement 
under this subsection with an entity may be renewed zn accordance 
toith paragraph (3), shall contain such provisions respeqtfng the 
requirernents of sections 151~(b) and 11513 and such condztwna de­
signed to carry out the purpose of this title, as the Secretary may 
prescribe, and shall be for a term of not to ewceed twelve months; 
ewcept that, prwr to the ewpiration of such term, such agreement may 
be terminated-

"(A) by the entity at such time and upon such notice to the 
Secretary as he may by regulation prescribe, or 

"(B) by the Secretary, at such ttme and upon such notice to 
the entity as the Secretary may by regulation prescribe if the 
Secretary determines that the entity is not complying with or ef­
fectively carrying out the provisions of such agreement. 

"(~) The Secretary may not enter into an agreement with any entity 
under paragraph (1) for. designation a8 a health systems agency for 
a health service area unless the entity l1as submitted an application 
to the Secretary for designation as a health systems agency and the 
Governor of each State in which the area is located has been con­
sulted respecting such designation of such entity. Such an application 
shall contain assurances satisfactory to the Secretary that the appli­
cant meets the requirements of section 1151~(b) and is qualified to 
perform, or is performing the functions prescribed by section 1513. 
In considering such applieations, the Secretary shall give priority 
to an application which has been recommended for approval by (A.) 
each entity ~which has developed a plan referred to in Bection 314 (b) 
for all or part of the health service area with respect to which the 
application was submitted, and (B) each regional medical program 
established in such area under titk I X. 

"(3) An agreement under this subsection for the designation of a 
health systems agency may be renewed by the Secretary for a period 
not to exceed twelve months if upon review (as provided in section 
15315) of the agency's operation and performance of its functions, 
he determines that it has fulfilled, in a 8atisfactory manner, the func­
tions of a health sy8tems agency pre8cribed by section 1513 and 
continues to meet the requirements of section 151~(b). . 

" (d) If a designation under subsection (b) or (c) of a health sys­
tems agency for a health services area is terminated before the date 
preacnbed foi' its expiration, the Secretary shall, upon application 
and in accordmwe with subsection (b) or (c) (as the Secretary deter-_ 
mines appropriate) , enter into a designation agreement with anoth.et• 
entity to be the health systems agency for such area. 

"PLANNING GRANTS 

"SEc. 1516. (a) The Secretary shall make in each fiscal year a grant 
to each health system& agency 'icith which there is in effect a designa­
tion agreement under subsection (b) or. (c) of section 11515. A grant 
under this subsection shall be made on such conditions as the Secre-



tary determi:nes is appropriate, shall be used by a health system-s 
agency for compemation of agency personnel, collection of data, plan­
ning, and the performance of the functi0n8 of the agency, and shall 
be available for obligation for a period not to exceed the period for 
which its designation agreement i-s entered into or renewed (as the 
case may be). A health system-s agency may use funds under a grant 
under this subsection to make payments under contracts with other 
entities to assist the health systems agency in the performance of its 
functiom; but it shall not use funds under such a grant to make pay­
ments under a grant or contract with another entity for the develop­
ment or delivery of health se'l'1.!ices or resources. 

"(b) {1) The am,ount of any grant under subsection (a) to a health 
systems agency designated under section 1515 (b) shall be determined 
by the Secretary. The amount of any grant under subsection (a) to 
any health systems agency designated under section 1515(e) shall be 
the lesser of- . 

"(A) the product of $0.50 and. the population of the health 
se'l'1.!ice area for which the agency is designated, or 

"(B) $3,750,000, 
unless the agency would receive a greater amount under paragraph un or(3). 

"(S) (A) If the application of a health systems agency for such a 
grant contains assurances satisfactory to the Secretary that the agency 
will or obligate in the period in which such grant will be 
avai r obligation non-Federal funds meeting the requirements 
of subparagraph (B) for the purposes for which such grant may be 
made, the amount of such grant shall be the sum of-

"(i) the amount determined under paragraph (1), and 
"(ii) the lesser of(/) the amount of suoh non-Federal funds 

with respect to which the assurances were made, or (II) the 
product of $0£5 and the population of the health se'l'1.!ioe area for 
which the agency is designated. 

"(B) The non-Federal funds which an agency may use for the 
purpose of obtaining a grant under subsection (a) which is computed 
on the basis of the formula prescribed by subparagraph (A) shall-

" ( i) not include any funds contributed to the agency by any 
individual or private entity which has a financial, fiduciary, or 
other direet interest in the development, expansion, or support of 
health resources, and 

" ( ii) be funds which are not paid to the agency for the per­
formance of particular services by it and which are otherwise con­
tributed to the agency without eonditiom as to their use other than 
the condition that the funds shall be used for the purposes for 
which a grant made under this section may be used. 

"($') The amount of a grant under subsection (a) to a health sys­
tems agency designated under section 11)15(c) may not be less than 
$175,000. 

"(c) (1) For the purpose of making payments pursuant to grants 
made under subsection (a), there are authorized to be appropriated 
$60,000,000 for the fiscal year ending June 30, 1975, $90,000,000 for the 
fiscal year ending June 30, 1976, and $1S5,000,000 for the fiscal year 
ending June 30,1977. 
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"(2) Notwithstanding subsection (b), if the total of the grants to 
be made under this section to health systems agencies for any fiscal year 
exceeds the total of the amounts approp1'iated under pa:ragraph (1) fm• 
that fiscal year, the amount of the grant for that fiscal year to each 
health systems agency shall be an amount which bears the same 
ratio to the a;nount determined for that agency for that fiscal year 
under subsectwn (b) as the total of the amounts appropriated under 
paragraph ( 1) for that fiscal year bears to the total amount required 
to make grants to all health systems agencies in accordance with the 
applicable provision of subsection (b); except that the amount of any 
grant to a health systems agency for any fiscal year shall not be less 
than $175,000, unless the amount appropriated for that fiscal year 
under paragraph ( 1) is less than the amount required to make such 
a grant to each health systems agency. 

"PART 0-STATE HEALTH PLANNING AND DEVELOPMENT 

"DESIGNATION OF STATE HEALTH PLANNING AND DEVELOPMENT AGENCIES 

"BEe. 1521. (a) Fm• the purpose of the performance within each 
State of the health planning and development functions prescribed 
by section 151J3, the Secretary; shall enter into and renew agreements 
(described in subsection (b) ) for the designation of a State health 
pla?tning and development agency for each State other than. a State for 
tphwh the Secretary may not under subsection (d) enter into, continue 
~n effect, or renew such an agreement. 

(b) ( 1) A designation agreement under subsection (a) is an agree­
rnent with the Governor of a State for the designation of an agency 
(selected by t.he Governor) of the government of that State as the State 
health planntng and development agency (hereinafter in this part re­
ferred to as the 'State Agency') to adminiSter the State administra­
tive program presmibed by section 151J1J and to carTy out the State's 
~~alth planning and development functions prescribed by section 151J3. 
1 he Secretary may not enter into such an agreement with the Governor 
of a State unless-

"(A) there has been submitted by the State a State adminiStra­
tive program which has been approved by the Secretary 

" (B) an application has been made to the Secretary for ~h an 
a[!reement and the application contains assurances satiSfactory to 
the ~ecretary that the agency selected by the Governor for desi[!­
natwn as the State Agency has the authority and resources to ad­
miniSter the State administrative program of the State and to 
oar;!/ out the .health planning and development functions pre­
SC'I"tbed b]J sectwn 151J3, and 

" (C) m the case of an agreement entered into under paragraph 
(3), there has been established for the State a Statewide Health 
Ooordinatin[! Ooumoil meeting the requi'l'ements of section 151J4. 

"(1J) (A) T~ agreement ente'l'ed iJnto with a Governor of a State 
under subseot~on .<~) may pro'?ide fqr the desig1lfl'tfon of a State 
Agency o~ a oondttwnal batna rwrtth a mew to determ~mng the capacity 
of the des~gnated State Agency to administer the State administrative 
program of the State and to carry out the health planning and develop­
ment functions p'l'escribed by section 151J3. The Secretary shall re-
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uire as a condition to the entering into of such an a_greement that the 
bovernor submit on behalf of the ag_ency to be d_es~gnatedh af pla;. for 
the a ency's orderly assumption and ~mplem_enta~wn of sue uno wns. 

"(k) The period of an agreement descrybed m subp~ragraph (A) 
ma not ewceed twenty-four months. Durmg such penod the Score­
tar~ may require that the designated State :J.gency perf.or~~~~y suhh 
of the functions of a State Agency prescnbed by .<rectwn as ~ 
determines it is capable of performing. The number: and ~ype of ~uc 
functions shall during such period, be progresszvely tncrealfe . . as 
the designated State Agency becomes capable of added respons~b~l~ty, 
so that by the end of such period the designated State Agency may be 
con:.<Jidered for designation under paragraph ( 3). . 

" (C) Any agreement with a Governor of a State entered znto u'!"der 
subparagraph (A) may be terminated by the Governor ul!on nznet~ 
days' notice to the Secretary or by the Secretary upon nznety days 
notice to the Governor. . . 

"(3) If on the basis of an application for destgnatwn as a State 
Agency ( ~nd in the case of an agency conditionally designated under 
paragraph (~) on the basis of its performance under an agreement 
1oith a Govern~r of a State entered into under such paragrr:ph) '·the 
Secretary determines that the a!/e:Z?Y. is capable of fulfilltng, tn a 
satisfactory manner, the responstbilztu~'! of a State Agency, ~e sh.all 
enter into an agreement with the Governor of the State destgnat~ng 
the agency as the State Agency for the State. No such agreement may 
be made unless an application therefor is submitted to, and approved 
by the Secretary. Any such agreement shall be for a term of not to 
ew~eed t1oelve months, ewcept that, prior to the ewpiration of such term, 
such agreement may be terminated-- . . 

" (A) by the Governor at such tun;e and upqn such notwe to 
the Secretary as he may by regulatwn pre~<:cnbe, or 

"(B) by ihe Secretary, at such time and upon such notice to 
the Governor as the Secretary may by regulation prescribe, if 
the Secretary determines that the designated State Agency is not 
complying 1oith or effectively carrying out the provisions of such 
agreement. 

An agreement under this paragraph shall contain such provisions as 
the Secretary may require to assure that the requirement.'! of this part 
respecting State Agencies are complied with. 

" ( 4) An agreement entered into under paragraph ( 3) for the des­
ignation of a State agency may be renewed by the Secretary for a 
period not to ewceed twelve months if he determines that it has ful­
filled, in a satisfactory manner, the responsibilities of a State Agency 
during the period of the agreement to be renewed and if the applicable 
State administrative program continues to meet the requirements of 
section 1522. 

" (c) If a designation agreement with the Governor of a State 
entered into under subsection (b) (2) or (b) (3) is terminated before 
the date prescribed for its ewpiration, the Secretary shall, upon appli­
cation and in accordance 1oith subsection (b) (2), or (b) (3) (as the 
Secretary determines appropriate) , enter into another agreement with 
the Governor for the designation of a State Agency. 

-, 
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" (d) 1 f, upon the ewpi.ration_ of the fou~th fiscal year wh~ch begins 
after the calendar year zn whwh the Natwnalf!ealth Polwy, Plan­
ning and Resources Development Act of 197 4 u enacted, an agree­
ment under this section for the designation of a State Agency for a 
State i<: not in effect, the Secretary may not make any allotment, _grant, 
loan, or loan guarantee, or enter into any contract, under thtS A_ct, 
the Community Mental He.alth Center~ Act, or the Comprehens~v~ 
Alcohol Abuse and Alcoholzsm Prwcentwn, Treatrr~;ent, and Rehabth­
tation Act of 1970 for the deve~opment,. ewpanswn, or support of 
health resources in such State untzl such tzme as such an agreement u 
in effect. 

"ST.-iTE ADMINISTRATIVE PROGRAM 

"SEc. 1522. (a) A State administrative prog:am (hereinafter in 
this section referred to as the 'State Program') ts a progra1n for. the 
performance within the State by it.<r State Agency of the functwns 
prescribed by section 1523. The Secretary may not approve a State 
Program for a State unless it-

" (1) meets the requirements of subsection (b); 
"(2) has been submitted to the Secretar'!/ by the Gov~rnor of 

the State at such time and in such detml, and contmns or ts 
accompanied by such information, as the Secretary deems neces­
sary; and 

" ( 3) has been submitted to the Secretary only after the Gov­
ernor of the State has afforded to the general public of the State 
a reasonable opportunity for a presentation of views on the State 
Program. 

"(b) The State Program of a State must-
" ( 1) provide for the performanc~ within the Sta.te (after t~e 

designation of a State Agency an:J tn accor~ance wtth t~e destg­
nation agreement) of the functwns prescnbed by sectwn 1523 
and specify the State Agency of the State as the sole agency for 
the performance of such functions ( ewcept as provided in sub­
section (b) of such ~<:ection) and for the administration of the 
State Program; 

"(2) contain or be supported by satisfactory evidence that the 
State Agency has under State law the authority to carry out such 
functions and the State Program in accordance with this part and 
contain a current budget for the operation of the State Agency; 

" ( 3) provide for adequate consultation with, and authority for, 
the Statewide Health Coordinating Council (pre.<:cribed by section 
1524), in carrying out such functions and the State program; 

"(4) (A) set forth in such detail as the Secretary may prescribe 
the qualifications for personnel having responsibilities in the per­
formance of such functions and the State Program, and require 
the State Agency to have a professional staff for planning and a 
professional staff for dev•elopment, which staffs shall be of such 
size and meet such qualifications as the Secretary may prescribe; 

"(B) provide for such methods of administration as are found 
by the Secretary to be neoessary for the proper and efficient ad­
ministration of such functions and the State Program, including 
methods relating to the establishment and maintenance of person~ 
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nel standards on a merit basw conswtent uJith su.oh standards as 
are or may be established by the Oivil Service Omnmwsion under 
section ft08(a) of the Intergovernmental Personnel Acto[ 1.970 
(Public Law 91-648), but the Secretary shall ewercwe no authority 

'with respect to the selection, tenure of office, and compensation of 
any individual employed in accordance with the methods relating 
to personnel standard's on a merit ba~w establwhed and maintained 
in conformity with this paragraph; 

"(5) require the State Agency to perform its functions in ac­
cordance 'with procedures and criteria established and publulwd 
by it, which procedures and criteria shall conform to the require­
ments of section 153ft,' 

" ( 6) rel[uire the State A qency to (A) conduct its business meet­
ings in public, (B) give adequate notice to the public of su.ohmeet­
inga, and (C) make its records and data available, upon request, to 
the public; 

"(7) (A) provide for.the coordination (in accordance with 
regulations of the Secretary) with the cooperative system provided 
for under section 306(e) of the activities of the State Apency for 
the collection, retrieval, analysw, reporting, and publwation of 
stati~tical and other information related to health and health care, 
and (B) require providers of health care doing business in the 
State to make statwtical and otlber reports of such information to 
the State Agency; 

" ( 8) provide, in accordance with methods and procedures pre­
scribed or approved by the Secretary, for the e1-'aluation, at least 
annUtllly, of the performance by the State Agency of its functions 
and of their economic effectiveness; 

"(9) provide that the State Agency will fro"'!' tirne to time, and 
in any event not less often than annually, re1Jzew the State Pro­
gram and submit to the Secretary required modifications; 

"(10) require the State Agency to make su.oh reports, in such 
form and containing su.oh information, concerning its structure, 
operations, performance of functions, and other matters as the 
Secretary may from time to time require, and keep such records 
and afford such access thereto as the Secretary may find necessary 
to 'IJerify sueh reports,· 

"(11) require the State Agency to provide for such fiscal control 
and fund accounting procedures as the Secretf!ry may require 
to ass·ure proper disbursement of, and accot'"nt~ng for, amounts 
received from the Secretary under thw title; 

"(1ft) permit the Secretary and the Comptroller General of the 
United State8, or their representatives, to have access for the pur­
pose of audit and examination to any books, documents, papers, 
and records of the State Agency pertinent to the disposition of 
amounts received from the Secretary under this title/ and 

"(13) provide that if the State A'gency makes a decUion in the 
performance of a function under paragraph (3), (4), (5), or (6) 
of section 15ft.'J( a)" 01' under title XV I which is inconsistent with 
a recommendation made under subsection (f), (g), or (h) of sec­
tion 1513 by a health systems agency within the &ate-
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'' (A) such decision (and the record upon which it was 
ma1e) shall, upon request of the health systems agency, be 
flf!metoed, under an appeals mechanism consistent with State 
law gmwrning the practices and proced~t1'es of administrative 
agencies, by an agency of the State (other than the State 
health planning and development agency) designated by the 
Governor, and 

"(B) th~ d~cision of the reviewing agency shall for pur­
poses of thzs tztle and tztle XV I be considered the deci~on of 

" the State health planning and development agency. 
(?) The Secreta'11shall apl!rove .any State Program and any modi­

ficatwn thereof whzch complzes 1.1.nth subsections (a) and (b). The 
Secretary shall review fm· compliance with the requirements of this 
part tlbe specifications of and operations under each State Program 
approved by him. Such review shall be conducted not les-s often than 
once each year. 

"8TATE HEALTH PLANNING AND DEVELOPMENT FUNOTION8 

"~Ec. 1523. (a) Each State Agency of a State designated under 
sectwn 1521 (b) ( 3) shall, ewcept as authorized under subsection (b) 
perform within the State the following functions: ' 

, "(1) Conduet the health planning activities of the State and 
zmplement those parts of the State health plan (under section 
1524(c) (2)) and the plans of the ~health systems agencies within 
the State which relate to the government of the State. 

"(2) Prepare and review and revise as necessary (but at least 
annually) a preliminary State health plan which shall be made 
up of the HSP's of the health systems agencies within tlbe State. 
Such preliminary plan mall, as found necessary by the State 
Agency, contain sueh reviswns of su.oh HSP's to achieve their 
appropriate coordination or to deal more effectively with statewide 
health needs. Such preliminary plan shall be subtnitted to the 
Statewide Health Coordinating Council of the State for approval 
or dwapproval and for use in developing the State health plan 
referred to in section 15ft4( c). 

"(3). Assist the Statewide Health Coordinating Council of the 
State zn th~ review of the .State medical facilities P_lan required 
under sectwn 1603, and zn the performance of zts functions 
generally. 

" ( 4) (A) Serve as the designated planning agency of the State 
for the purposes of section 11ft2 of'the Social Security Act if the 
Stat~ ~as made an agre~ment pursuant to such section, and (B) 
admzmster a State certtficate of need program which applies to 
new institutional health services proposed to be offered or devel­
oped within the State and u1hich is satisfactory to the Secretary. 
Such program shall provide for review and detmmination of need 
prior to the time suoh services, facilities, and organizations are 
offered or developed or substantial expenditures are undertaken 
in preparation for sueh offering or development, and provide 
that only those services, facilities, and organization8 found to be 
needed shall be offered or developed in the State. In performing 
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its functiom under thi8 paragraph the State Agency sftall con­
sider recom'!Mndatiom made by health systems agenmes under 
section 1513(!). . . · b 

"(5) After consideration of recom'!Mndattom stif:mttted .Y 
health systems encies under section 1513(!) res~c~tng new tn­
stitutional he services proposed to be of!ered wtthtn the State, 
make findinf!s as to the need for 8UOh servwes. 

" ( 6) Remew on a periodic basi8 (but '}Ot les~ often than .every 
five years) all institutional health servwes bet?tg offered_ tn the 
State and, after consi;Jeration of r_ecom'!Mndatwns suT:mttted by 
health systems agenmes under sectton 151~(!{) resp~ctzng the ap­
propriateness of such services, make '[J'I.iblw tts findtngs. 

" (b) ( 1) Any function described in subsection (a) may be performed 
by another agency of the Stat~ government upon req~st of the 
Governor under an agree'!Mnt with the State Agency sattsfactory to 
the Secretary. · ( ~ hall 

"(18) The requirement of paragraph (4) (B) of subsectton a s 
not apply to a State Agency of a State until the ewpiratior: oft e first 
regular session of the legi8lature of such State whwh begtns after the 
date of enactment of thi8 title. 

" ( 3) A State Agency shall complete its findings with ;espe.ct ~o the 
appropriateness of any ewi8ting institutional health se:znce wtthtn one 
year after the date a health systems agency has made tts. recommenda­
tion under section 1513(g) with respect to the appropnateness of the 
service. . . . · · f t · " ( c2 If a State Agency makes a deet8wn tn carrytng ~t a uno ~on 
described in paragraph (4), (5), (6), or (7) of subsectton (a) .w~u:h 
is not consi8tent with the goals of the applicable HSP ?r the pnontws 
of the applicable AlP, the State Agency shall submtt to the appro­
priate health systems agency a detailed statement of the reasons for 
the inconsi8tency. 

"STATEWIDE HEALTH COORDINATING OOUNOIL 

"SEc. 15181,. (a) A State health planning and developme_nt agency 
designated under section 15'21 shall be advi8ed by a Statew'tde Health 
Coordinating Council (hereinafter in thi8 section ref~rred to as the 
'SHOO') which (1) i8 organized in the manner descnbed by subsec­
tion (b), and ( 18) performs the functions listed in su~section (c). . 

"(b) (1) A SHOO of a State shall be composed tn the followzng 
manner: ' · . t 

"(A) (i) A SHOO shall have no fewer than szwteen represen a­
tives app~inted by t~e Governor of the State from lists of at least 
five nomtnees submttted to the Governor bY. each of tft~ healtlt 
systems agencies designated for health servwe areas whwh fall, 
in whole or in part, within the State. 

"(ii) Each such health systems agency shall be entitled to the 
same number of representatives on the SHOO. . 

" (iii) Each such health systems agency shall be entttled. to at 
least two representatives on the SHOO. Of the represe.nta_tt'l!es of 
a health systems agency, not less than one-half shall be md?.md_uals 
~oho are consumers of health care and who are not providers 
of health care. 
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"(B) In addition to the appointments made under subpara­
graph (A), The Governor of the State may appoint such persons 
(including State officials, public elected officials, and other repre­
sentatives of governmental authorities within the State) to serve 
on the SHOO as he deemt!appropriate; e(l)cept that (i) the num­
ber of persons appointed to the SHOO under this subparagraph 
may not e(l)ceed 40 per centum of the total membership of the 
SHOO, and (ii) a majority of the persons appointed by the Gov­
ernor shall be comumers of health care who are not also providers 
of health care. 

" ( 0) Not less than one-third of the providers of health care 
who are members of a SHOO shall be direct providers of health 
care (as described in section 1513(3) ). 

"(D) Where t·wo or more hospital-a or other health care facili­
ties of the Veterans; Administration are located in a State, the 
SHOO shall, in addition to the appointed members, include, as 
anew officio member, an individual whom the Chief Jfedical Di-
1'eetor of the Veterans' Administration shall have designated as 
a representative of such facilities. 

"(18) The SHOO shall select from anwng its members a chairman. 
" ( 3) The SH 00 shall conduct all of its business meetings in public, 

and shall '!Met at least once in each calendar quarter of a year. 
"(c) A SHOO shall perform the following functions: 

"(1) Review annually and coordinate theHSP and AlP of each 
health systems age'i'UJ'V within the State and report to the Secre­
tary, for purposes of hi8 rei,iew under section 1535(c), its com­
ments onsuchHSP and AlP. 

"('E) (A) Prepare and review and revise as necessary (but at 
least annually) a State health plan which shall be made up of the 
H SP's of the health systems agencies ~oithin the State. Such plan 
may, as found necessary by the SHOO, contain revision8 of such 
HSP's to acllieve their appropriate coordination or to deal more 
effectively ~vith statewide health needs. Each health systems 
agency 1ohich participate8 in the SHOO shall make available to 
the SHO'O its HSP for each year for integration into the State 
Health plan and shall, as required by the SHOO, revise its HSP 
to achieve appropriate coordination with the HSP's of the other 
agencies 1ohich participate in the SHOO or to deal more effec­
ti~'el?t with statewide health needs. 

"(B) In the preparation and re'oision of the State health plan, 
the SHOO shall re·view and consider the p1'eliminary State health 
plan submitted by the State Agency u!/Uler section 1523(a) (18), 
and shall conduct a public hearing on the plan as proposed and 
shall give interested persons an opportunity to submit their views 
orally and in 1vriting. Not les.<? than thirty days prior to any such 
hearinq, the SHOO shall publish in at least two newspapers of 
qeneril circulation in the State a notice of its consideration of the 
proposed plan, the time and place of the hearing, the place at 
1.vhich interested persons may con.sult the plan in ad1~ance of the 
hearing, and the pla.ce and period during which to direct written 
comment to the SHOO on the plan. . 



"(3) Review annually the budget of each Buch health_ Byste.ms 
agency and report to the Secretary, for purposes of h~s revzew 
wnder section 1535 (a), its comments on such budget. 

" ( 4) Review application8 submitted by such health systems 
agencies for grants wnder sections 1~16 f!nd 1640 and report to the 
Secretary its comments on such applzcatwns. 

" ( 5) Advue the State Agency of the State generally on the 
performance of its functions. 

" ( 6) Review annually and approve or disapprove any State 
plan. and any application (and any revision of a. B_tate plan or 
application) submitted to the Secretary as a condztwn to t.he re­
cezpt of any funds under allotments made to States under thzs Act, 
the Community Mental Health Centers Act, or tq,e Oomprehen­
aive Alcohol Abuse and Alcoholum Prev~ntion, Treatment,,a;uJ 
Rehabilitation Act of 1970. Notwithatandzng any other proVZ8Wn 
of thia Act or any other Act referred to in the preceding sentence, 
the Secretary shall allow a SHOO sixty d_ays to make the review 
required by such Bentence. If a SHOO dzsapproves such a State 
plan or application, the Secretary may not make Federal funds 
available under such State plan or application until he ~as made, 
upon request of the Governor of the State which submztte<f: such 
plan or application or another agency of such State, a revzew of 
the SHOO decUJion. If after such review the Secretary decides 
to make auch funds available, the decuion by the Secretary to 
make such funds available shall be submitted to the SHOO. f!nd 
shall contain a detailed statement of the reasons for the demswn. 

,;GRANTS FOR STATE HEALTH PLANNING: AND DEVELOPMENT 

"Sxc. 15'/Jli. (a) TM Secretary ahall make grants to State. health 
planning and development agencies de8ignated under t1ubseetwn (b) 
('2) or (b) (3) of swtion 1521 to aasi.st them_ in meeti"!g the costrt of 
their operation. Any grant mar.fe u_nder thM subseo.twn to a 8tate 
AgenclJ shall be a!'ailable for oblzgatwn only for a penod not to.exceed 
the period for 1oldoh itrt de.,ignation agreement ia entered znto or 
renetved. The arnmmt of any grant made under this subaection ~hall be 
determined by the 8eoretarJJ. except that no [!rant to t; des'tgnated 
State Agency may exceed ?'li per centum of zt~ oper~wn coats {as 
determined under regulation.Y of the Secretary) dunng the penod 
for which the grant is available for obligation. 

" (b) Granta under 8Ubsectimi (a) sha!l be made on such terms and 
conditions as the Secretary may presonbe; e;poept that the Secretary 
may not make a (frant to a State Agency unl~sa he recei?)es satisfactory 
assurance!! that tile State Agency will expend in performing t~ func­
tions prescribed by t~ection 1li9J3 during the fiscal year for whwh ~he 
grant ia sought, an amount of funda from non-Federal sources 1fJhwh 
ia at least as great a,~ thl1 average ammtnt of funds exP_ended, tn the 
three year.y immediately precedinq the fiscal year for whwh such gra_nt 
ia aought~ by the State~ for 1nkich 8uch State Agency has been destg­
nated, for the purposes for U'hich funds under such gra.nt may be WBed 
(excluding expendit?tres of a nonremtrring nat~tre). 

"(c) For the purpose of makinq pa11ments nnd_er grants under sub­
section (a), there are authorized to be appropnated $'25,000,000 for 
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the fiacal yem· ending June .JO, 1.975, $30,000,000 for the ji8(Jal year 
ending June 80, 1.976, and $Jli.OOO,OOO for the fiscal year ending 
.June 30, 1977. 

"GRANTS FOR RATE REGULATION 

"SEc. 15€6. (a) For the purpo8e of demonlstrating the effectiveness 
of State Agencie.c; r·egulating mte.'J for the pro1rision of health care, 
the ,Secretary may mal.~e to a 1'\tate Agency designated, under an 
agreement entered i11to 1tnder sertion 1521 (b) (8), for a State which 
(in accordance 11•ith regulation~ prescribed by the l3ecretary) has 
indicated an intent to ?'egulate (not later than sim rnonths after the 
date of the enactment of ths title) mtes for the provision of health 
car·e within the Stole. Not mort:; than sirE State Agencies may receive 
grants under this subsection. 

"(b) {1) A State Agency tl'hi('h reeeh•es a grant under subsection 
(a) shall-

" (A) provide the 8er·retarysati.,factoJ'Y evidence that the State 
Agency has undm· State law the authority to carry out mte regula­
tion functions in accordance 'with this section and provide the 
Secretm'y a current budget for tlw performance of stwh functions 
by it/ 

"(B) set forth in .Yuc!t detail as the Secretary may prescribe 
the qualificaNons .fm· JF:rsonnel having t•espon.Yibility in the per­
formance of such function8, and shall hare a profes!!ionalstaff fm• 
rate 1'egulation, u•hich .staff ,<thall be headed by a Director/ 

''( 0) prodde for .mch methods of arbninistration as found by 
f;he S~crctary to be neces.Yary for the proper and efficient adrnin­
lstratwn of :mel! functimusl 

'' (D) perfoNn it8 functions in accordance with p1•ocedures 
established and pttblislwd by it, 1rhich procedures shall conforrn 
to the rcquiremenfc't of sN·tion 1582; 

"(E) cornz1ly 1.oith tlw requirement8 prescribed by z}aragraphs 
(6) through (1£) of section 1322(b) with respect to the functwns 
preNeribed b:11 81lbseetion (a) : 

,;(F) JHOlJide for the estabNshmcnt of a procedure under which 
the Stat,; Af!eney toill obtain the recommendation of the appro­
priate health .<;ysterns agency prior to conducting a r011iew of tlte 
rate!! charged or propo8ed to be charged for services/ and 

" (G) meet such other requirements as the Beeretary m,ay 
prescribF. · 

"(~)In prese1·ibing requirements under paragraph (1) of this 8Ub­
secti.on, the Secretary .<;hall con."fider the manner in 1.ohioh a State 
Agency sh.all perform it8 function8 under (~ grant 1mder snbsection 
(a), including whether the State Agency should-

" (A) perrnit tho8e engaged in the deli11ery of health services to 
retain sat•ing8 arcruing to them fl'Orn effective management and 
cost control, 

''(B) create ineentive8 at each point in the delivery of health 
services for utilization of the most economical modes' of services 
feasible, 
· " ( 0) document the need for and CO!!t implications of each new 
service fop 1J)kich a determination of reimbursement rates is 
sought, and 
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".(D) employ for each type or class of person engaged in the 
deln•ery of health services-

" ( i) a unit for determining the reimbursement mtes, and 
" ( ii) a ba8e for• determining rates of change in the reim­

bursement rate.-s. 
which unit and ba.~e ctre 8atisfactory to the Secretary. 

" (c) Grants under subsection (a) shall be made on such terms and 
conditions as the Secretary may prescribe, except that ( 1) such a grant 
s~all be available for obligation only during the one-year period begin­
nmg on the date 8UCh grant wa8 made, and (2) no State Agency may 
receive more than three grants under subsection (a). 

" (d) Each State Agency which receives a grant under subsection (a) 
shall report to the Secretary (in such form and manner a8 he shall 
prescribe) on the effectiveness of the rate regulation program assisted 
by such grant. The Secretary shall report annually to the Congress on 
the effectiveness of the programs a8sisted by the grants authorized by 
Bubsection (a) • 

'' (e) There are authorized to be appropriated to make payments 
under gmnts unde1' suhsection (a), $4,000,000 for the fiscal year ending 
June 30, 1975, $5,000,000 for the fiscal yea1' ending June 30, 1976, and 
$6,000,000 for the fiscal yea1' ending June 30, 1977. 

"PART D-GENERAL PROVISIONS 

"DEFINITIONS 

"SEc.1531. Fm· purposes of this title: 
"(1) 'fhe term 'State' includes the District of Columbia and the 

Commonwealth of Puerto Rico. 
'' (2) The term 'Go1}ernor' means the chief executive officer of a State 

or his designee. 
"(3) The term 'provider of health care' mean8 an individual-

"(A) who is a direct provider of health care (including a phy­
sician, dentist, nurse, podiatrist, or physician assistant) in that the 
individual's primary current activity is the provi.~ion of health 
care to individuals or the administration of facilities or institu­
tionB (including hospital8, long-term care facilities, outpatient 
facilities, and health maintenance organizations) in which Buch 
care is provided and, when required by State law, the individual 
ha8 received professional training in the provision of 8Uch care 01' 

in such admini8tration and is lieen8ed or certified for such provi­
llion or administration; or 

"(B) who is an indirect provider of health care in that the 
individual-

( i) holds a fiduciary position with, or has a fiduciary inter­
est in, any entity described in subclause (II) or (IV) of clause 
( ii); 

( ii) receives (either directly or through his spou8e) more 
than one-tenth of his gross annual income from any one or 
combination of the following: · 

"(/) Fees or other compensation for research into or 
instruction in the provision of health care. 

"(II) Entities engaged in the provision of health care 
or in 8uch research or instruction. 
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"(II/) Producing or supplying drugs or other articles 
for individuals or entities for uBe in the provision of or 
in research into or instruction in the provision of health 
care. 

" (IV) Entities engaged in p1'odtwing drugs or such 
other articles. 

" (iii) is a member of the immediate family of an individual 
described in subparagraph (A) or in clause (i), (ii), or (iv) 
of subparagraph (B); or 

"(iv) is engaged in issuing any policy or contract of in­
dividual or group health insurance or hospital or medical 
service benefits. 

" ( 4) the term 'h,ealth resqurees' includes health services, health pro­
fessions personnel, and health facilities, except that such term does not 
include Christian Science sanatoriums operated, or listed and certified, 
by the First Church of ChriBt, Scienti8t, Boston, M a8sachusetts. 

" ( 5) The term 'institutional h;ealth services' means the health serv­
ices provided through health care facilities and health maintenance 
organizations (as such facilities and organizations are defined in regu­
lations prescribed under section 1122 of the Social Security Act) and 
includes th,e entities through which such services are provided. 

"PROOEDUIU!JS AND ORITERIA FOR REVIEWS OF PROPOSED HEALTH SYSTEM 
OHANGES 

"SEc. 153~. (a) In conducting reviews pursuant to suhsections (e), 
(f), and (g) of section 1513 or in conducting any other reviews of pro­
posed or existing health services, each health sylltems agency shall (ex­
cept to the extent approved by the Secretary) follow procedures, and 
apply criteria, developed and published by the agency in accordance 
with regulatiqns of th,e Secretary; and in performing its review func­
tions under section 15~i!l, a State Agency shall (except to the extent 
approved by the Secretary) follow procedures, and apply criteria, de­
veloped and publi8hed by the State Agency in accordance with regula­
tiqns of the Secretary. Procedures and criteria for reviews by health 
systems agencies and States Agencies may vary according to the pur­
pose for 1.ohich a partic-ular review is being conducted or the type of 
h,ealth services being revietoed. ' 

" (b) Each health systems agency and State Aqency shall include 
in the procedures req,uired by subsection (a) at least th,e following: 

"(1) lV ritten notification to affected persons of the beginning 
of a review. 

" ( 2) Schedules for reviews which provide that no review shall, 
to the ea:tent practicable, take longer than niwty days from the 
dale the nqtification dellcribed in paragraph ( 1) is made. 

" ( 3) Pmvision for petwons subject to a re1Jiew fq submit to 
the agency or State Agency (in such form and manner a8 the 
agen;cy or State Agency shall prescribe and puhlish) such infor­
mahon a8 the agency or State Agency may require concerning 
the subject of such review. 

" ( 4) Rubmisllion of applications ( llub}ect to revie·w by a health 
systems agency or a State Agency) made under this Act or other 
provisions of law .for Federal financial a8Sistance for health serv-
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ices to the health systems agency or State Agency at such time 
and in such manner as it may require. . h 

"(5) Submission of periodic reports by providers of healt 
services and other persons subject to agency or Sta_te Agency. re­
view respecting the development of propo~als subJect to re;;zew. 

" ( 6) Provision for 'written finfi;mgs whwh state the baszs for 
any fizwl decision or 1•ecommendatwn made by the agency or State 

Agency. · d th "(7) Notification of providers of health se~1JWes an o er 
persons subject to agency or State Agency revzew of the .status 
of the agency or State 1gency ~eview of t~e health servwes or 
proposals subject to remew, findzngs made m the. course of s;tch 
reviww and other appropriate information respectzng such reVMW. 

" ( 8)' Provision for public hearings in the co;trse of agency or 
State Agency review if 1·equested by_ .Perso~ dzrectly affected by 
the review; and provision for publzc hearzngs, f~r good cause 
shown respecting agency and State Agency deczswns. 

" ( 9)' Preparation and publicatio_n of r~gular reports ?Y the 
agency and State Agency of the remews bezng conducted) mclud­
inq a statement concern:ing the status of each such revzm?) and 
of the reL•iews completed by the age~wy and Stat~ L_lgency ( m.clud­
(ng a general statement of ~he findtngs a1.1d ~ec1swns m.ade m the 
course of such reviews) sznce the publwatwn of the last such 
report. . · d 

"(10) Access by the general public to all applica~wns revwt~e 
by the agency and State Agency and to all oth~r wrztten m.aterwls 
pertine11t to any agency or State Agency remew. 

"(11) In the case of construction projects, submission .to the 
agency and State Agency by the entities proposing the proJ.ects of 
letters of intent in such detail as may be necessary to znform 
the agency and St.ate Age.ncy of the s~op~ and nature of the 
projects at the earlzest posszble opportumty m the course of plan­
ning of such construction projects. 

" (c) Criteria required by subsection (a) for health systems agency 
and State Agency review shall include consideration of at least the 
follmvinq: . 

"(1) The relationship of the health services being revzewed to 
the-applicable HSP and AlP. 

"(93) The 1•elation.ship of twrvices reviewed. t~ the long-ran;ge 
· development plan (if any) of the person promdmg or proposmg 

sttch services. 
" ( 3) The need that th.e population served or to be served by 

such services has for such services. 
" ( 4) The availability of alternative, less costly, or more effec-

tive methods of providing such services. 
"(5) The relationship of services reviewed to the existing health 

care system of the area in tvhich such services are provided or 
proposed to be provided. 

" ( 6) In the case of health ser1Jices proposed to be provided, 
the availability of resources (including health manpmver, man­
agenMnt personnel, and funds for capital and operatin,q needs) 
for the provision of such services and the availability of alterna-
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tive uses of such resources for the provision of other health 
8ermces. 

(7) The special needs and circumstances of those entities which 
pro1Jide a substantial portion of their services or resources, or 
both, to individuals not residing in the health sen,ice areas in 
which the entities are located or in adjacent health service areas. 
Such entities may include medical and other health professions 
schools, multidisciplinary clinics, specialty centers, and such other 
entities as the Secretary may by regulation prescribe. 

"(8) The special needs and circumstances of health mainte­
nance organizations for 1vhich assistance may be provided under 
title XIII. 

"(9) In the case of a construction project-
" (A) the costs and methods of the proposed co1Mtrttetion, 

and 
" (B) the probable impact of the construction project 

reviewed on the costs of prm·iding health services by the 
person proposing such construction project. 

"TECHNICAL ASSISTANCE FOR HEALTH SYSTEMS AGENCIES AND STATE 
HEALTH PLANNING AND DEVELOPMENT AGENCIES 

"SEc. 1533. (a) The Secretary shall provide (directly or through 
grants or contracts, or both) to designated health systems agencies 
and State Agencies (1) assistance in developing their health plans 
and approaches to planning various types of health services (93) 
technical materials, including 1nethodologies, policies and standards 
appropriate for use in health planning, and (3) other technical assist­
ance as may. be 11ec~ssm·y in order that such agencies m.ay properly 
l)erform thezr functwns. 

" (b) . The Secretary shall include in the m.ateriaZs provided under 
subsectwn (a) the following: 

"(1) (A) Specification of the minimum data needed to deter­
mine the health status of the residents of a health service area and 
the determinants of such status. 

"(B) Specification of the minimum data needed to determine 
the status of the health resources and services of a health service 
area. 

" ( 0) Specification of the minimum data needed to describe the 
use of health resources and services within a health service area. 

"(2) flanninq approaches, methodologies, policies, and stand­
ards whwh shall be consi~tent 1vith .the guidelines established by 
the Secretary u.nder sectwn 1501 for appropriate planning and 
de~~lop1fi'ent _of hea;lth resources, and 1chich shall cover the pri­
orztzeslzsted zn sectzon 15093. 

" ( 3) Ouidezines for the organization and operation of health 
system~, aaenczes and State Agencies including guidelines for­

. (A) ~he structure of a health systems agency, consistent 
wzt~ sectwn 1512(b), and of a State Agency. con8i8tent with 
sectzon 1 li293: 

"(B) the conduct of the planning and dwoelopment 
processes; 
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" ( O) the performance of health systems agency functions 
in accordance with section 1513; and . . . 

"(D) the performance of State Agency functwns ~n ac-
cordance with section 15'23. , 

"(c) In order to facilitate the exchange of inforr'!'ation concernmg 
health services, health resources, and health plann~ng and resour?es 
development practice and methodology, the Secretary shall estabh8h 
a national health planning information center to suppm·t the health 
planning and resources developmen~ _Programs of J;ealth systems 
agencies, State Agencies, and other ent~tzes ?oncerned wdh health plan­
ning and resources development; to prov~de access to current mfqr­
mation on health planning and resources development; and to promde 
information for use in the analysis of issues and problems related to 
health planning and resources deve~opment. . . . 

"(d) The Secretary shall estabhsh the follow~ng w~thut one year 
of the date of enactment of this title: . 

"(1) A uniforrn system for calculatzng the aggregate cost of 
operation and.the aggregate volume of services prov.ided by he.alth 
services institutiori8 as defined by the Secretary zn regulatwnB. 
Such system shall prm,ide for the calculation of the aggregate 
volume to be based on: 

"(A) Thenumberofpat~entdays; . 
"(B) The number of patzent adm'lsswruJ; 
" ( 0) The number of out-patient vi.Yits: and 
"(D) Other t•elevant factors as determined by the 

Secretary. . , 
"(2') A uniform system for cost accountir~;g ar~;d cq:tcu!atzng the 

volume of services provided by health sermces znstztutwns. Such 
system shall: 

" (A) I nclu4e the establishment of specific cost centers 
and. where appropriate, subcost centers. 

"(B) Include the designation of an appropriate volume 
factor for each cost center. 
· " ( 0) Provide fot• an app;op:I-at~ applfcatio'fi; of such. sys­
tern in the different types o.fw8tdutwns ( mcludznp ho~p~tr;ls, 
nursing homes, and o.ther types of health. ser'!'we;~ wstdu­
tions), and different szzes of such types of mst1tutwns. 

"(3) A uniform sy8tem for calculating rates to be charfJed to 
health in.~urer.y and other health ir~stitutions payors by health 
ser1Jice i118titutions. Such 8ystem .~hall: 

" (A) Be based on an all-inclu.Yive rate for 1Jarious cate­
gories of patientfl (including, but not limited to individuals 
reccivi11g medical, surgical, pediatric, obstetric, and psychi­
atric institutio11al health services). 

" (B) Prm,ide that such rates t•eflect the true cost of pro­
vidir~g flervices to each such category of pati~nts. '(he sy.~te?;'· 
shall prm,ide that rerenues derived from patzent.~ zn one cate­
gory shall11ot be u.~ed to support the prm!ision of service.y to 
patientfl in mw other category. 

" ( 0) Pro1'irle for an apm•opriate application of surh fl1!fl­
tem in tlte different typefl of in.Ytitutions (including hospitals, 

nursing homes, and other types of health service institutions) 
and different sizes of such types of institutions. 

"(D) Provide that differences in rates to various classes of 
purchasers ( includin,q health insurers, direct service payors, 
and other health institution payors) be based on justified 
and documented differences in the costs of operation of health 
service institutions made possible by the actions of such 
purchasers. 

" ( 4) A classification system for health services institutions. 
Such classification system shall quantitatively describe and group 
lfealth servic_es in~titutions of the various types. Factors included 
'ln such class'lficatzon system shall include-

" (A) the number of beds operated by an institution; 
"(B) the geographic location of an institution; 
" ( 0) the operation of a postgraduate physician training 

program by an institution; and · 
"(D) the complexity of services provided by an institution. 

"(5) A uniform system for the reporting by health services 
institutions of-

" (A) the ag,qregate cost of operation and the aggregate 
1-'0lurne of ser1Jices, as calculated in accordance with the sys­
tem established by the Secretary under paragraph ( l) · · 

"(B) the costs and volume of services at various co~t cen­
ter8, and s11brost centers, as calculated in accordance with the 
system established by the Secretary under paragraph (2); 
and 

" ( 0) rates,, by category of patient and class of purchaser, 
as calculated m accordance with the system e8tablished by the 
Secreta.ry under paragraph ( 3). 

Such system slwll prm•ide for an appropriate application of such 
syste;n in the different types of institutions (including hospitals. 
nursmg homes, and other types of health serrices institutions) 
and different sizes of such in.gtitutio.n.g, 

"CENTERS FOR HEALTH PLANNING 

"SEc. 1584. (a) For the purposes of assisting the Secretary in car­
rying out this title, prm!iding such technical and c01umltinq assistance 
as h~alth system~ agencie8 and Sta_te Agencie8 ma.y from time to time 
?Bqnzre, conductmg research, studu~s and analyses of health planning 
and resources dm•elopment, . a;1d de?·eloping health planning ap­
proaches, metlwdolog1es. pollmes, a_nd stan.rla.rds. the Secretary shall 
b;lf .gra_nts or ~ontracts, or both. a8S18t Jmbbc or pri1•rrte nonprofit en­
t?tws m m~etmg .th~ costs of Jlfanning and dere1oping new centers, 
ar~;d operatzng exzstzng aruJ ne-w centers, for multidisciplirwry p1an­
mny de1•elopment and asS78tance. To the extent Jlracticable. the Sec­
reta.ry shall pro~·ide assistance under this section so thrrt at least five 
8U~h centers will be in operation by .June .'JO, 7.976. 

(b) (1) No grant or contract may be made under this section for 
planning or de1•elopinq a center unless the 8ecretm·11 determines that 
'll'hen it is operational it wi11meet the ?'equirementsli:~ted in J)(fm.qraph 
(2) and no grant or contract may be made under this .«ection for oper­
atzon of a center unless the center meets such requirements. 
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"(~) The requirements referred to in paragraph (1) are as follows: 
"(A) There shall be a full-time director of the center who pos­

sesses a demonstrated capacity for substantial accomplishment 
and leadership in the field of health planning and resources devel­
opment, and there shall be such additional professional staff as 
may be appropriate. 

"(B) The staff of the center shall represent a diversity of rele­
vant disciplines. 

" (C) Such additional requirements as the Secretary may by 
regulation prescribe. 

" (c) Centers assisted under this section ( 1) may enter into arrange­
ments with health systems agencies and State Agencies for the provi­
sion of such services as ma;y be appropriate and necessary in assisting 
the agencies and State Agencies in performing their functions unde1· 
section 1513 01' 15~3, respectirvely, and (~) shall use methods (satis­
factory to the Secretary) to dis8eminate to such agencies and State 
Agencies such planning approaches, methodologies, policies and stand­
ards as they develop. 

" (d) For the purpose of making payments pursuant to grants and 
contracts under subsection (a) there are authorized to be appropri­
ated $5,000,000for the fiscal year ending June $0, 1.975, $8,000,000 for 
the fiscal year ending June 30~. 1976, and $10,000,000 for the fiscal yea:r 
ending June 30,1977. 

"REVIEW BY THE SEORETARY 

"SEc. 1536. (a) The Secretary shall re11iew and appro11e or disap· 
prove the annual budget of each designated health systems agency and 
State Agency. In making stwh. review and approval or disapproval the 
Secretary shall consider the comments of Statewide Health Coordi­
nating Councils submitted under tier:tion 16fZ4( c) (3) .Information sub­
mitted to the Secretary by a health systems agency 01' a State Agency 
in connection with the Secretary's revie1tJ under this subsection sh;all 
be made available by the Secretary, upon 1'equest, to the appropnate 
committees (and their subcommittees) of the Congress. 

"(b) The Secretary shall prescribe performance standards covering 
the structure, operation, and performanre of the functions of each 
designated health systems agency and State Agency, and he shall 
establish a reporting system based on the performance standards that 
allows for contimwus rem"e1-o of the structure, operation, and perform­
ance of the functions of such agencies. 

" (c) The Secretary shall review in detail at lea~t e1-•ery three years 
the structure, operation, and performance of the functions of each 
designated health systems agency to determine-

"(1) the adequacy of the HSP of the aqennyfor meeting the 
needs of the residents of the area for a healthful environment 
and for accessible, acceptable and continuous quality health care 
at reasonable costs. and the effectiveness of the AlP in achieving 
the system. described in the HSP; 

"(~) i.f the structure, operation. and performance of the .func­
tions of the agency meet the requirements of sections 151~ (b) 
and 1513; 
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"(3). the emte"!t to 1?hich the agency's governing body (and 
emecutzve c~mm~ttee ( ~1 any)) represents the residents of the 
health servzce area for which the agency is designated. 

"(4) the professiona,Z credentials and competence of the staff 
of the agency; 

" ( 5) the appropriateness of the data assembled pursuant to 
se~twn 1513 (b) (1) and. the qual~ty of the analyses of such data; 

( 6) the em tent to whzch technzcal and financial assistance from 
the agency h~1)e ?een utilized in an effective manner to achieve the 
goals and obJectzves of the HSP and the AlP· and 

" ( 7) the em tent to 1L'hich it may be demm-/strated that-
. " (A) the health of the residents in the agency's health serv­
zce area has been improved; 

"(B) the acc~ssibility, acceptability, continuity, and quality 
of health care zn such area has been improved · and 

" (C) increases in costs of the provision of h~alth care have 
been restrained. 

" (d) The Secretary shall review in detail at least every three years 
the. structure, operation, and performance of the functions of each 
des~gnated State Agency to determine-

" (1) the adequacy of the State health plan of the Statewide 
I;! ealth p oordinating C oundl prepared under section 1524 (c) ( ~) 
~n '111;eetzng the needs of the residents of the State for a healthful 
env~ronment and for accessible, acceptable, and rontinuous quality 
health care at reasonable costs · 

. "(2) if the structure, oper~tion, and performance of the func­
twns of the State Agency meet the requirements of sections 1522 
and 1523; 

"(3). the emtent to w~ich the. Statewide Health Coordinating 
Counml ~as a me'('lrbersh~p me~tzng, and has performed in a man­
ner conszstent wzth, the requ~rements of section 15~4 · 

"(4) the professional credentials and competence of the staff of 
the State Agency; · 

. " ( 5) the em tent to which, financial assistance provided under 
tztle XVI py the State Agency has been used in an effective man­
:~d to achzM,e the State's health plan under section 15~4 (c) ( 2); 

" ( 6) the em tent to which it may be denwnstrated that-
. "(A) the health of the residents of the State has been 
zmproved; 

"(B) the accessibility, acceptability, continuity and quality 
of health care in the State has been impr01:ed · a~d 

" (C) increases in costs of the provision of health care have 
been restrained. 

"SPECIAL PROVISIONS FOR CERTAIN STATES AND TERRITORIES 

"SEc. 1636. (a) Any State which-
"(1) has no county OT municipal public health institution o1· 

department, and 
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"(~) heM, prior to the date o{ enactment ?f this title,,main_tained 
a health planning system whwh substantwlly comphes wzth the 
purposes of this title, 

and the Virgin Islands, Guam, the Trust Terri~ories i?'l' the Pacific 
Islands and American Samoa shall each be considered m accordance 
with sdbsection (b) to be a State for purposes of this title. . 

"(b) In the cMe of an entity whfch. under subsection (a) 't8 to be 
considered a State for purposes of thzs tztle- . . . . 

"(1) no health service area shall be establu~ed wzthzn ~t, 
"(~) no health systems agency shall be 1eszgnated fo; zt, 
" ( 3) the State Agency designated f~r zt under. sectwn 15~1 

may, in addition to the functions prescrzbed by sectwn 15~31 P,er­
form the functions prescr:ibed by sec~ion 1513 and shall be ehgzble 
to receive grants authorzzed by sectwns 1516 a:"d 1640, and . 

"(4) the chief executive office sha.~l appmnt th~ Statewz~e 
Health Coordinating Council prescrzbed by sectwn 15~4 zn 
accordance with the regulation of the Secretary." 

REVISION OF HEALTH RESOURCES DEVELOPMENT PROGRAMS UNDER THE 
PUBLIC HEALTH SERVIOE ACT 

SEc. 4. The Public Health Service Act, M r;mended ?11 section 3, is 
amended by adding after title XV the followzng new tztle: 

"TITLE XVI-HEALTH RESOURCES DEVELOPMENT 

"PART. A-PuRPOSE, STATE PLAN, AND PRoJECT APPROVAL 

"PURPOSE 

"SEc. 1601. It is the purpose of this title to provide assistance. 
through allotments ~tnder part Band. loans and loan guarantees and 
interest subsidies under part C, for pro,1ects for-

" (1) modernization of medical ~ acilities ,: . . . 
" ( ~) constrzwtion of new outpatzent medwal famlzt'leg; 
" ( 3) constrzwtion of new inpatie?'l't medical faciliti~s in are.aJJ 

which have experienced (as determzned under regulatwns of the 
Secretary) recent rapid 'f?O'f?Ulation prowth; :zr;d .. 

"(4) conversion of exzstmg medwal faczhtzes for the provzswn 
of new health services, 

and to provide assistance, through qrants under part D,_fo_r construc­
tion ,and modernization pro,}ects deszgned to preven~ or ehmznate saf~t'!j 
hazards in medical facilities or to avoid noncomplzance by such famlz­
ties with licensure or accreditation standards. 

"GENERAL kEGULATIONS 

"SEc. 180~. The Secretary shall by regulatio?v-
"(1) prescribe the general manner in which the State Agency 

of each State sh.all deterrnineJor the State r;wdical. fapilities plan 
under section 1603 the priorzty among pro.Jects ~ozthzn the State 
for 'which a..~sistance is ai/Jaila~le "!'nder this title, based on .the rela­
tive need of different areas 1vzthzn the State for such pro.7ects and 
giving speCial consideratio'l'lr-
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"(4) to pro_jects for medical facilities serving ,areM with 
relatzvely small financial resources and for medical facilities 
serving rural communities, 

" (B) in the cas_e of pro_jects for modernization of medical 
facilities, to proJects for facilities servin,q densely populated 
areM, 

" (C) in the case of pro_jects for construction of outpatient 
~dical fr:cilities, to .projects that will be located in, and pro­
vzde servzces for reszdents of, areM determined by the Secre-
tary to be rural or urban poverty areM, · 

~- (D) to pro.fects designed to ( i) eliminate or prevent im­
mznent .safety haz_ards as defined by Federal, St.ate, or local 
fire, buzldzng, or lzfe safety codes or regulations, or ( ii) avoid 
noncompliance with State or voluntary licensure or accredi­
tation standards, and 

"(E) to pro.feets for medical facilities which, alone or in 
c?n.funetion with. other. facilities,, will provide comprehen­
szve health care, m.cludzng outpatzent and preventive care M 
well M hospitalization; 

. "(~) prescribe for medical facilities pro.fects assisted under this 
tztle generalst.andards of con.~truction, modernization and equip­
ment for medical facilities of different classes and in different 
types of location; 
. '~ ( 3) prescribe criteria for determining needs for medical fa­

mlzty beds and needs for medical facilities, and for developing 
plans for the distribution of such beds and facilities · · 
. ': ( 4) pr~scribe r:rft.eria fo_r determining the extent to which ex­
zstzng medwal famhtzes ,are zn need of modernization· 

" ( 5) require each State medical facilities plan ~nder section 
1fj0~ to. provide for adequate medical facilities for all persons re­
szdzng zn the State and adequate facilities to furnish needed health 
ser1)ices for pe;sons unable to pay therefor; and 

" ( 6) prescrzbe the general manner zn which each entity which 
r~ceives. financial Msistr;nc~ under. this title or has received finan­
mal as_szstance under thzs tztl~ or tztle VI shall be required to com­
ply wzth the assurances requzred to be made at the time such Msist­
,ance was received and the means by which such entity shall be re­
quired to demonstrate compliance with such assurances. 

An entity sub_ject. to the requireme?'l'ts prescribed pursuant to para­
graph ( 6) respectzng complzance wzth assurances made in connection 
with receipt of financial a8sistance shall submit periodically to the 
S,ecr;etary dr;ta and. information which reasonably supports' the en­
tity s complwnce 1mth such ass~trances. The Secretary mm; not 'waive 
the requirement of the preceding sentence. · · 

"STATE MEDICAL FACILITIES PLAN 

"SEc.1603. (a) Before an application for assistance under this title 
(other than part D) for a medical facility pr·oject described in sec­
tzon 1601. ma?f be approved, the State Agency of the State in which 
such pro,1ect zs located must have submitted to the Secretary and had 
approved by him a State medical facilities plan. To be approved b1f 
the Secretary a State medical facilities plan for a State must- · 
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"(1) prescribe that the State Agency of the State shall ad­
minister or supervise the administration of the plan and contain 
evidence satisfactory to the Secretary that the State Agency has 
the authority to carry out the plan in conformity with this title; 

"(2) prescribe that the Statewide Health Coordinating Coun­
cil of the State shall advise and consult with the State Agency in 
carrying out the plan; · 

" ( 3) be approved by the Statewide Health Coordinating 
Council.as consistent with the State health plan developed pur­
suant to section 1524 (c) ( 2); 

" ( 4) set forth, in accordance with criteria established in regu­
lations prescribed under section 1602 (a) and on the basis of a 
statewide inventory of existing medical facilties, a survey of need, 
and the plans of health systems agencies /within the State-

·' (A) the number and type of medical facility beds and 
medical facilities needed to provide adequate inpatient care 
to people residing in the State, and a plan for the distribu­
tion of such beds and facilities in health service areas, 
throughout the State, 

" (B) the number and type of outpatient and other medi­
cal facilities needed to provide adequate public health serv­
ices and outpatient care to people residing in the State, and 
a plan for the distribution of such facilities in health service 
areas throughout the State, and 

" (C) the extent to which existing medical facilities in the 
State are in need of modernization or conversion to new uses; 

" ( 5) set forth a program for the State for assistance under this 
title for projects described in section 1601, which program shall 
indicate the type of assistance which should be made available to 
each pro_ject and shall conform to the assessment of need set forth 
pursuant to paragraph (4) and .regulations,promulgated under 
section 1602 (a) ; 

" ( 6) set forth (in accordance with regulations promulgated 
under section 1602 (a)) priorities for the provision of assistance 
under this title for projects in the program set forth pursuant to 
para.oraph ( 4) ; 

" ( 7) provide minimum requirements (to be fimed in the discre­
tion of the State Agency) for the maintenance and operation of 
facilities which receive assistance under this title, . and provide 
for enforcement of such standards; 

" ( 8) provide for affording to every applicant for assistance for 
a medical facilities project under this title an opportunity for a 
hearing before the State Agency; and 

"(9) provide that the State Agency will from time to time, but 
not less often than annually, review the plan and submit to the 
Secretary any modifications thereof which it considers necessary. 

" (b) The Secretary shall approve any State medical facilities plan 
and any modification thereof which complies with the pro1Jisions of 
subsection (a) if the State Agency, as determined under the review 
made under section 1535 (d) , is organized and operated in the manner 
prescribed by section 1522 and is carrying out its functions under sec­
tion 1523 in a manner satisfactory to the Secretary. If any such plan 
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or modification thereof shall have been disapproved by the Secretary 
for failure to comply with subsection (a), the Secretary shall, upon 
request of the State Agency, .afford it an opportunity for hearing. 

"APPROVAL OF PROJECTS 

"Sim. 1604. (a) For each project described in section 1601 and in­
cluded within a State's State medical facilities plan approved under 
section 1603 there shall be submitted to the Secretary, through the 
State's State Agency, an application. An application for a grant under 
secti~n 16~5 sha.ll be .submitted ~irectly to the Secretary. Except as 
provzded zn sect~o"!' 1625, t~e _applwant under such an application may 
be a Sta;te, a polztzcalsubdzvzszon of a State or any other public entity, 
or a prz11ate. nonprofit entitY,. If two or more entities join in a project, 
an applwatwn for sue}~, prOJect may be filed by any of such entities or 
by all of them. 

" (b) (1) lf'xcept as autlwrized under paragraph ( 2), an application 
for any prOJect shall set fortlv-

"r:t·) in the ~ase ~I a mo~ef'!l'ization project for a medical 
faczlzty for contmuatzon of exzstzng health services, a finding by 
the State Agency of a continued need for such services, and, in the 
case of any other project for a medical facility, a finding by the 
S~ate Agency of the ~ed for. ~he new health services to be pro­
vzded through the medzcal famlzty upon completion of the project· 

"(B) a description of the site of such project: J 

" (C) plans and specifications therefor which meet the require­
ments of the regulations prescribed under section 1602(a); 

" (D) reasonable assurance that title to such site is or will be 
vested _in one or more of the entities filing the application or in 
a publzc or other nonprofit entity which is to operate the facility 
on completion of the proJ'ect · 
"(E~ reasonable assuranc~ that adequate financial support will 

be avazlable for the completion of the project and for its main­
tenance. a_nd ~peration w.hen completed, and, for the purpose of 
determznzng_ zf the requzrements of this subparagraph are met 
F ederal.asszstance provided directly to a medical facility tohich i; 
located man area determined by the Secretary to be an urban or 
rural poverty area or through benefits provided individuals served 
at such facility shall be considered as financial support · 

"(F) the type of assistance being sought under this title for the 
proJect; · 

"(0) except in the case of a project under section 1625, a certi­
ficatwn by the State Agency of the Federal share for the project· 

" (H) reasonable assurance that all laborers and mechanics em~ 
ployed by contractors or subcontractors in the performance of 
work on a pro_ject 1oill be paid wages at rates not less than those 
prevailing on similar construction in the locality as determined by 
the Secretan1 of Labor in accordance 1oith the Act of March 3. 
1931 ( 40 V.S.O. 276a-276a-5, known as the Davis-Bacon Act), 
and the Secretary of Labor 8hall have 1oith. respect to such labor 
s~andards the authority and function.~ set forth in Reorganiza­
twn Plan Numbered14 of 1.9/i(} (15 F.R .. "il76: 5 U.S.C. Appendix) 
and section 2 of the 4.ct of June 13, 1934 (40 V.S.O. 276c); 
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"(I) in the case of a project for the cowtruction or moderniza­
tion ofan outpatient facility, reasonable assurance that the serv­
ices of a general hospital will be available to patients at sU<J.h fa­
cilit¥ who are in need of hospital carej and 

" ( J) reasonable assurance that at all times after such applica­
tion is approved ( i) the facility or portion thereof to be con­
structed, or modernized, or converted will be made available to all 
persOfUJ residing or employed in the area served by the facility, 
and ·( ii) there will be made available in the facility or portion 
thereof to be constructed, modernized, or converted a 'reasonable 
volume of services to persons unable to pay therefor and the 
Secretary, in deter1nining the reason-ableness of the volume of serv­
ices, provided, shall take into cowideration the e~tent to ~ohich 
compliance is feasible from a financial viewpoint. 

"(2)(A) Th'e Secretary may waive- · · · 
" ( i) the requirements of subparagraph ( 0) of paragraph (1) 

for compliance with modernization and equipment standards pre­
scribed pursuant to section 160i8(a) (r8) ~and 

"(ii) the requirement of subparagraph (D) of paragraph (1) 
respecting title to a project site, · 

in the case of an application for a project described iniJubparagraph 
(B). . . . 

"(B) A project referred to in.subparagraph (A) is a project-
" ( i) for the modernization of an outpatient medical far.ility 

which 'Will provide general purpose health services, which i.~ not 
part. of a hospital, ana which will serve a medically underserved 
population as defined in section 1633 or as designated bJJ a health 
systerrus agency, and 
. " ( ii) for ~ohich the applicant seeks ( /) not more than $20,000 
from the allotments made under part B to the State in 11Jhich it is 
located, or (II) a loan under part 0 the pincipal am.ount of which 

· · does note~ceed $20,000. 
" (c) The Secretary shall approve an application submitted under 

subsection (b) (other than an application for a grant under section 
16;85) if- . 

" ( 1) in the case of a project to be assisted from an allotment 
made under part B, there are suf!Wient funds in such allotment to 
pay the Federalslw1•e of the project; and 
· "(2) the Secretary finds that-
. " (A) the application ( i) is in conformitu with the State 

medical faellities plan approved under section 1603, (ii) has 
befm approved and recomme'nded by the State Aaency, (iii) 
is for a project which is entitled to priority over other projects 
within the State as determined in aoooritantJe ~oith the ap­
proved State medical. ftwilities plan, and ( iv) contains the 
assurances required by subsection (b) ; and 

"(B) the plaw and specifications for the project meet the 
requirements of the regulations prescribed pursuant to sec­
tion 160~( a). 

"(d) No appliontion (other than an application for a grant under 
section 16i85) shall be disappro11ed until the Secretary has afforded the 
State Agency an opportunity for a hearing. 

"(e) Amendment of any approved applieation shall be subject to 
approval in the same manner as an original application. 

"(f) Each application shall be reviewed by health systems agencies 
in accordance with section 1513 (e). 

up .ABT B-ALLOTMENTS 

"ALLOTMENTS 

"Sec. 1610. (a) For each fiscal year, the Secretary shall, in accord­
ance witlt regulations, make j1•om sums appropriated for such fiscal 
year under !ection 1513 allotments among the States on the basis of 
the populatwn, the financiol r!eed, and need for medieal facilities proj­
ects described in section 1601 of the respective States. The popula­
tion of the States shall be determined on the ba.<Jis of the latest figures 
certified by the Secretary of Oo.mmerce. 

"(b) (1) The allotment to any State (other than Guam, American 
Satnoa, the Virgin Islands, or the Trust Territory of the Pacific 
Islands) for any fiscal year shall be not less than $1,000,000; and the 
allotment to Guam, American Samoa, the Virgin Islands, and the 
Trust Territory of the Pacific Islands for any fiscal year shall be not 
less than $500,000 each. 

"(2) Notwithstanding paragraph (1), if the atnount appropriated 
under section 1613 for any fiscal year is less than the amount required 
to provide allotments in accordance with paragraph ( 1), the amount 
of the allotment to any State for such fiscal year shall be an amount 
which bears the sa1ne ratio to the amount prescribed for such Sta;te by 
paragraph ( 1) as the amount appropriated for such fiscal year bears 
to the amount of appropriatiow needed to make allotments to all the 
States in accordance with paragraph ( 1). 

" (c) Any amount allotted to a State for a fiseal year under subsec­
tion (a) and remaining unobligated at the end of such year shall re­
main avail4ble to BU<J.h State, for the purpose for• which made, for the 
ne~t two fiscal years (and for BU<J.h years only), in addition to the 
amounts allotted to BU<J.h State for such purposes for such newt two 
fiscal years; e~cept that any stwh amottnt which is unobligated at the 
end of the first of such ne~t tvJo years and which the Secretary deter­
mines ~oill remain unobligated at the close of the second of sU<J.h newt 
two years may be reallotted by the Secretary, to be available for the 
purposes for which made until the close of the secmid of BU<J.h newt two 
years, to other Sta;tes which ha1'e need therefor, on such basis as the 
Secretary deems eqwitable and consistent toith the purposes of this 
title. Any amount so reallotted to a State shall be in addition to the 
amounts allotted and available to the Sta;te for the same period. 

"PAYMENTS FROM ALLOTMENTS 

"SEc. HJ11. (a) If with respect to any medical facility projeet 
approved under section 1604 the State Agency certifies (upon the basis 
of iwpection by it) to the Secretary that, in accordance with apprm;ed 
plaw and specifications, work has been performed upon the project or 
purchases ha1Je been made fm• it and that payment from the applicable 
allotment of the State in whieh the project is located is due for the 
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project, the Secretary shall, e(J]cept a8 provided in subsection (b), 
make such payment to the State. 

"(b) The Secretary is authorized to 1wt make payments to a State 
pursuant to subsection (a) in the following circum8tances: 

"(1) If such State is not authorized by law to ma,ke payments 
for an appr01.1ed medical facility proiect from the payment to be 
made, by the Secretary pursuant to subsection (a), or if the 
State so requests, tiLe Secretary shall make the payment from the 
State allotment directly to the applicant for such project. 

" ( ~) If the Secretary, after inv_estigation or otherwise, haB re.a­
son to believe that any act (or failure to act) ha8occurred reqWJ,r­
ing action pursuant to section 161~, paymen_t by the Secreta.ry 
may, after he has given the State Agency n_otwe anif opportun~~y 
for hearing pursuant to such section, be w~thheld, zn whole o": zn 
part pending corrective action or action baBed on such heanng. 

In no e1J;nt may the total of payments made under subsection (a) with 
respect to any project e(J]ceed an amount eqttal to the Federal share of 
such project. . . . 

" (c) In case an amendment to an li_Pproved applwatwn: zs a;ppro-yed 
as prmJided in section 1604 or the estzmated cost of a proJect M revzsed 
upward, any additional payment with respect thereto may be m~e 
from the applicable allotment of the State for the foscal year ~n 
which such amendment or revision is approved. 

" (d) In any foscal year,-
"(1) not more than 1&0 per centum of the ammmt of a State's 

allotment available for obligation in that foscal year may .bf3 
obligated for projects in the State for construction of new fr;m;lz­
ties for the provision of inpatient health care to persons reszdzng 
in areas of the State 1.ohich have e(J]perienced recent rapid popula­
tion growth; and 

"{f&) not less than ~5 per centum of tlte amount of a State's allot­
ment available for obligation in thatfiscal year shall be obligated 
for projects for outpatient facilities 1.ohich tlJill serve medically 

· wnderserved populations. 
In the administration of this part, the Secretary shall seek. to assure 
.that in each foscal year at least one half of the a111(Junt oblzgated_ for 
projects pursuant to paragraph (f&) shall be obhga~ed for projects 
whwh will serve rwral medically underserved populatwns. 

"WITHHOLDING OF PAYMENTS AND OTHER OOMPLIANCE ACTIONS 

"SEc. 161fJ. (d) Whenever the Secretary, after reasonable notice and 
opportunity for hearing to the State Agency concerned finds-

" (1) that the State Agency i.; not complyinr; substanpiafly with 
the provisions required by sectwn 1603 to be mcluded ~n ~ts State 
medical facilities plan, . 

" ( f&) that any assurance required to be given in an appl~cation 
filed under seation 1601, is not being or cannot be earned out, or 

" ( 3) that there is a substantial failure to carry ?ut plans and 
.specifications appro1..•ed by the Secretary under sectwn 1604, 

the Secretary shall take the action authorized by subsection (b) '!l'n­
less in the case of compliance with assurances, the Secretary requ~res 
cord,pliance by other means authorized by law. 
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" (b) (1) Upon a finding described in subsection (a) and after notice 
to the State Agency concerned, the Secretary may-

" (A) toithhold from all projects ~vithin the State with respect 
to u'hich the fonding Wa8, made further payments from the State's 
allotment under section 1610, or 

"(B) withhold from the specific projects with respect to tohich 
the finding was made further payments from the applicable State 
allotment under section 1610. 

" ( 1&) Payments may be mithheld, in whole or in part, under para­
graph (1)-

" (A) until the basis for the finding upon which the withholding 
was made no longer exists, or 

" (B) if corrective action to make sueh finding inapplicable can­
not be made, until the State concerned repays or arranges for the 
repayment of Federal f1.tnds paid under this part for project,, 
which because of the finding are not entitled to such funds. 

" (c) The Secretary shall investigate and ascertain, on a periodic 
basis, with respect to each entity which is receiving financial assistance 
under this title or which haB received financial assistance under title 
VI of this title, the e(J]tent of compliance by such entity with the as­
surances required to be made at the time such assistance was received. 
If the Secretary finds that such a·n entity has fail.ed to comP_ly with any 
such assurance, the Secretary shall take the actwn authonzed by sub­
section (b) or take any other action authorized by law (including an 
action for specific performance brought by the Attorney General upon 
reauest of the Secretary) which 1.oill effect compliance by the entity 
with such assurances. An appropriate action to effectuate compliance 
with any such assurance may be brought by a person other than the 
Secretary only if a complaint has been filed by such person with the 
Secretary and the Secretary has dismissed such complaint or the At­
torney General hms not brought a civil action for compliance 'With such 
assurance ·within 6 months after the date on which the complaint was 
filed with the Secretary. 

"AUTHORIZATION OF A:PPROPRIATIONS 

"8Ec.1613. E(J]cept as provided in section 161&5(d), there are author­
ized to be appropriated for allotments under section 1510 $1~5,000,000 
for the foscal year ending June 30,1975,$130,000,000 for the foscal year 
ending .Tune 30, 1976, and $135,000,000 for the fiscal year ending June 
30,197'7. 

"PART 0-LOANS AND LoAN GuARANTEEs 

"AUTHORITY FOR LOANS AND LOAN GUARANTEES 

"SEc. 161&0. (a) The Secretary, during the period beginning July 1, 
197 4, and ending June 30, 1977, may, in accordance with this part, 
make loans from the fund established under Bection 16~1& (d) to pay the 
Federal share of projects approved under section 1604. 

"(b) (1) The Secretary, during the period beginning July 1, 1974, 
(~nd ending June 30,1977, may, in accordance ~oith this part, guarantee 
to-

" ( i) non-Federal lenders for their loans to nonprofit private 
entities for medical facilities projects, and 



"(ii) the Federal Financing Bank for its loans to nonprofit pri-
vate entities for such projects, 

payment of principal and interest on such loans if applications for 
assif)tance for such projects under this title have been approved under 
section 1604. "Un In the case of a guarantee of any loan to a nonprofit private 
entity under this title, the Secretary shall pay, to the holder of such 
loan and for and on behalf of the project for which the loan was ma.de 
amounts sufficient to reduce by 3 per centum per annum the net effectwe 
interest rate otherwise payable on such loan. Each holder of su~h a 
loan whwh is guaranteed under this title shall have a contractual rzght 
to receive from the United States interest payments required by the 
preceding senterwe. . . . . 

"(c) The cumulative total of the prtnczpal of the loans outstand2;tg 
at any time with respect to which guarantees have been issued, or whwh 
have been directly made, may not exceed such limitations as may be 
specified in appropriation Acts. . 

"(d) The Secretary, with the consent of the Secretary of Hous2ng 
and Urban Development, shall obtain ~rom the J?epartment of Hous­
ing and Urban Development such ass'tstance w2th respect to the ad­
ministration of this part as will promote efficiency and economy 
thereof. 

"ALLOCATION AMONG THE STATES 

"SEc. 1621. (a) For each fiscal year, the total amount of principal 

·.of- "(1) loans to nonprofit private entities which may be guaran-
teed, or 

· "(2) loans which may be directly made, 
under this part shall be allotted by the ~'fecretary mnonf! the Stat~s, 
in accordance with regulations, on the baszs of the populatzon, financwl 
need, and need for medical facilities projects described in section 1601 
of the respective States. The population of the States shall be deter­
mined on the basis of the latest figures certified by the Secretary of 
Commerce. 

"(b) Any amount allotted to a State for a fiscal year under subsec­
tion (a) and remaining unobligated at the end of such year shall re­
main available to such State, for the purpose for which made, for the 
next two fiscal years (and for such years only) , in addition to the 
amounts allotted to such State for such purposes for such next two 
fiscal years; except that any such amount which is unobligated at the 
end of the first of such next two years and which the Secretary deter­
mines will remain unobliqated at the close of the second of such next 
two years may be reallotted by the Secretary, to be a'oailable for the 
purposes for which made until the close of the second of such next two 
years. to other States which have need therefor, on such basis as the 
Secretary deems equitable and consistent 11•ith the. purpo_s~s of this 
title. Any amount so reallotted to a State shall be zn addztwn to the 
amounts allotted and available to the State for the same period. 
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"PART D-SPECIAL PROJECT GRANTS 

"SPECIAL PROJECT GRANTS 

"SEc.1625. (a) The Seoretary may make grants for construction 01' 

modernization projects designed to ( 1) eliminate or prevent imminent 
sq,fety hazards as defined by Federal, State, or local fire, building, or 
hfe safety codes or regulations, or (2) avoid noncompliance with State 
or volu"!tary licensure or accreditation standards. A grant under this 
subsectwn may be made for a project described in the preceding sen­
tenc_e. for any .m.e~ical facility o~d an~ operaterf: by any State or 
pohtwal subdzvzszon of a State, zneludzng any czty, town, county, 
borou!Jh, hospital district authority, or public or quasi-public cor­
poratwn. 

" (b) An applwation for a grant under subsection (a) may not be 
approved under section 1604 unless it contains assurances with the 
B_tate Agency has determined that the applicant making the applica­
twn would not be able to complete the project for 'which the applica­
tion is submitted without the grant applied for. 

" (c) The amount of any grant under subsection (a) may not exceed 
75 per centum of the cost of the project for which the grant is made 
unless the project is located in an area detm"lnined by the Secretary to 
be an urban or poverty level, in which case the gran't may cover up to 
100 per centum of such costs. 

" (d) Of the sums appropriated under section 1613 for a fiscal year, 
there shall be made available for grants under subsection (a) for such 
fiscal year 22 per centum of such sums. 

"GENERAL PROVISIONS RELATING TO LOAN GUARANTEES AND LOANS 

"SEc.1622. (a) (1) The Secretary may not approve a loan guarantee 
for a project under this part unless he determines that (A) the terms. 
co'!"ditions, security (if any), and schedule and amount of repayments 
wzth respect to the loan are sufficient to protect the financial interests 
of the United States and are otherwise reasonable, innluding a deter­
mination that the rate of interest does not exceed such per centum per 
annum on the principal obligation outstanding as the Secretary de­
termines to be reasonable, taking into account the range of interest 
rates prevailing in the priva.te market for similar loans and the risks 
assumed by the United States, and (B) the loan would not be avail­
able on reasonable terms and conditions without the guarantee under 
this part. 

"(2) (A) The United States shall be entitled to recover from the 
applicant for a loan guarantee under this part the amount of any pay­
ment made pursuant to such guarantee, unless th.e Secretary for good 
cause waives such right of recovery; and, upon makinq such payment, 
the United States shall be subrogated to all of the rights of the recipi­
ent of the payments with respect to 'which the guarantee 1oas made. 

"(B) To the extent permitted by subparagraph (0), any te1ms and 
conditions applicable to a loan guarantee under this part (including 



terms and conditions imposed under subparagraph (D) ) may be 
modified by the $eeretary to the extent he determines it to be consistent 
with the financial interest of the United States. 

" ( 0) Any tee made by the Secretary under this part 
shall be incontest (i) in the hands of an applicant on whose behalf 
such guarantee is made unless the applicant engaged in fraud or mis­
representation in securing such guarantee, and ( ii) as to any person 
(or his successor in interest) who makes or contracts to make a loan to 
such applicant in reliance thereon unless such person (or his successor 
in interest) engaged in fraud or misrepresentation in making or con­
tracting to make such loan. 

"(D) Guarantees of loans under this part shall be subject to such 
further terms and conditions as th.e Secretary determines to be neces­
sar!!t to assure that the purposes of this title ·will be achieved. 

' (b) (1) The Secretary may not approve a loan under this part 
unless-

" (A) the Secretary is reasonably satisfied that the applicant 
under the project for which the loan would be made will be able 
to make payments of principal and intere.~t thereon U'hen due, 
and 

"(B) the applicant provides the Secretary with reasonable as-
surances that there will be available to it stwh additional funds 
as may be necessary to complete the project or 1mdertaking with 
respect to which such loan is requested. 

"(~) Any loan made under this part shall (A) have such semL­
t'ity, (B) have such maturity date, ( 0) be repayable in such install­
ments, (D) bear interest at a rate comparable to the current rate of 
interest prevailing, on the date the loan is made, with respect to loans 
quatanteed under this part, minus i':J per centum per annum, and (E) 
be subject to such other terms and conditions (including pr01Jisions 
for recovery in case of default), as the Secretary determ,ines to 'be 
necessary to carry out the purposes of this title while adequately 
protectinq the financial interests of the United States. 

"(3) The Secretary may, for good cause but 'With due regard to 
the financial interests of the United States, waive any right of re­
covery 1.chich he has by reasons of the failure of a borrower to make 
payments of principal of and interest on a loan made under this part, 
except that if suah loan is sold and guaranteed, any such wai1.•er shall 
hm;e no effect upon the Secretary's guarantee of 'tim.ely payment of 
principal and interest. 

"(0) (1) The Secretary shall from time to time, but 1.oith due 
regard to the financial interests of the United States, sell loans made 
under tlds part either on the private market or to the Federal Na­
tional Mortoage Association in accnrdance 1Dith section 30fJ of the 
Federal National Mortgage Association Oharter Act or to the Fed­
eral Financing Bank. 

"(~) Any loan so sold shall be sold for an amount which. is ermal 
(or approximately equal) to the amount of the unpaid principal of 
s'!l(1h loans as of time of sale. 

" ( 3) (A) The Secretary is authorized to enter into an agreement 
1.cith the purchaser of any loan sold under this part 1l1lder 1.r•hich the 
Secretary agrees-

• j 
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. " ( i) to guarantee to such purchaser (and any s'l.tecessor in 
~nterest to such purchaser) payments of the principal and inter­
est parable under such loan, and 

" ( ii to .Pa'!/ as an·interest subsidy to such purchaser (and any 
successor ~n mterest of such purchaser) amounts which when 
added to the amount of interest payable on such loan, are' equiv­
alent to a reasonable rate of interest on such loan as determined 
~y tJ;.e Secretary after taki'!Lg into account the range of prevail­
z1!'g znterest rates zn the pnvate market on similar loatnS and the 

" 1'Uks assumed by the United States. 
(B!, 4ny agreeme.nt under subparagraph (A)-

(z) may provide that the Secretary shall act as agent of any 
sue~ purchaser, for' the purpose of collecting from the entity to 
whzch such loan was made and paying over to such purchaser· 
anndy payments of principal and interest payable by such entity 
u er suah loan; 

" ( ii) may provide for the repurchase by the Secretary of any 
such loan on such terms and corulitions as may be specified in the 
agrellment; 

"f iii) shal? provide that, in the event of any defattlt by the 
~ntzty to whwh such loan was made in paymen.t of principal or 
znterest due on such loan, the Secretary shall, upon notification 
to the purchaser' (or to the successor in interest of such pur­
c~aser), have the option to dose out such loan (and any obliga­
tzons of the Secretary with respeat thereto) by paying to the 
pureh~ser ( ~r lf:is successor in interest) the total amount of out­
stan_dmg. prmmpal and interest due thereon at the time of such 
notzficatwn; and 

" ( iv) . shal~ provide t~<!t, in the event such loan is closed out 
as prdided m clause ( nz), or in the e1)ent of any other loss in­
eurre by the Secretary by reason of the failure of such entit 
~ make paXments of principal or interest on such loan th~ 
!
" ecretary s all be sub?'Oflated to all rights of such purclwser 

" or recovery of s11:ch loss from such entity. · 
f ,C4) Amounts r~cezved bJ( the Secretary ail p1·oceeds from the sale z· h o;tsndunder thzs ~ubsectwn shall be deposited in the fund estab­

M e u er subsectwn subsection (d). 
"(d) (1) There is established in the Treasury a loan and loan 

ruara;ntee (und (hereinafter in. this subsection referred to as the 
/un.f ~. 1.chu;h shall be available to the Secretary without fiscal y~ar 
;;:;~:p~ti~~.<JAc~samou?1 ts as may be specified from time to time in 

::(A) to enable hi~ to ma~e loans under thi8 part, 
l (B) to enable hlm to dtseharqe Ms responsibilities under 
oan quarantees issued by him under this part ' 

7 
"(0) for payment of interest under seatim; 16~0 (b)(~) 

r-oans qua.ranteed under this part 
011

' 

;;~~)) ffor repurchase of ~oans u~der subsection (c) (3) (B), and 

t 
, OJ payment of uderest on loanB 1rhich are sold and 

guaran eerr-. 
~here are authorized to be appropriated from, time to time such 
mounts as may be necessary to provide the sums req~dred for the 
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jum.d There shall also be deposited in the fwttd amounts recei1Je:JY 
h S ta in connection with loans and loan guarantees 1 er 
~h~ ;::;: a:J other property or assests derived by him. frta: his op­
erations, respecting such loans and loan guarantees, we u zng any 
money derived from the sale of assets. . . .m,.:" enable 

"(l8) If at any time the sums in the fwnils are zruru11""""nt to 

the Se~(f)Yt;; make payments of interest under section i6~0(b) (l8J; 
" (B) to otherwise ew&ply 'lfY~th guarantees under this part 

loans to no'YIIprofit private entitMs, ld nd nteed 
" ( 0) in the case of a loan which 1oas made, so , a guara t f 

nder this rt to riwlce to the purchaser of such loan paymen: s 0 

;rinoipal J:a interest on such loan after default by the entzty to 
which the loan was made, or • ( ) (3) (B) nd 

" (D) to repurchase loans under subseetwn c . 'l~ nd 
(E) to make payments of interest on loans whwh are so a 

guaranteed, 
he is authorized to issue to the Secretary of .the .Treasbry .notes h 
other obligations in such forms and denomzn;apwns, earzni sue _ 
maturities and subject to such terms and condztwns, as may e prh 

· 'b d b ' the Seoretary with the approval of the Secretary of t e 
~:SW ~Such notes or other obligations shall ~ear.interest f!li a r~te 
dete~~ed by the Secretary o~ the Treasury'._tf,czng zntk ~07://~'bii:;:. 
the current average market ywld on outsta;tUk'tlf}rl, mar ~ a h 
tiona of the United States of comparable matur:ztu~ durzng the mont 
preceding th'e issuance of the notes or other obhgatwbi.T~.Secr,e~1 
of the Treasury shall purchase any notes and other o zga zbl'f& debt 
under this paragraph and for that purpose he may us,e .as~ pu U:.-.3 
transaction the proceeds from the sale of any seeurzt~s zssued 'W1~.er 
the s nd Liberty Bond Act and the 'PU.rposes for whwh the seouritzes 
rna b~0issued 'lllnder that Act are ewtinded to inclAule any purchase of 
sueA notes and obligations. The Seorett;ry ~f the Tr~~"l ;:':Y at:a:~ 
time sell any of the notes or other oblzgatzons acquzre '!I zm u 
this aragraph. All redemptions, purchase~, an:Jsales by the Secretary 
of tl:e Treasury of such notes or other oblzgatwns shall be treated::J a 

blic debt transactions of the United States. S'IJJIWJ borro'!l'ed -u er 
':his paragraph shall be deposited in the fund and redempthn 

1
ot:Jh 

notes and obligations shall be made by the Secretary from t e . · 
"(e) (1) The assets, commitments, obligations, .and m:tstandzng bal­

ances of the loan guarantee a.nd loan fund establzshed tn the Treas":ry 
by section 6l86 shill be transferred to the fund established bysubseetwn 
(.d) of this section. . . . f -.3 t bl' hed 

" ( 93) T 0 pro'Vide additional capital'ZZ~ftwn for the U'tb(k, es a zs 
under subsection (d) there are authorzzed to be apprOpTZflted to ~; 
fund, such 8'IJJIWJ as may be necessary for the fiscal years endzng June , 
1975, June 30, 1976, and June 30, 1977. 

11P ART D-PRo.TEOT GRANTS 

"PROJECT GRANTS 

"SEc. 16~5. (a) The Secretary may mafr:e qrants for constrywt~n or 
mode1"TT.ization projects designed to (1) elzmznate or pre'Vent z;nm:~nent 
st:Jfety hazards as defi'lietd by Federal, State, or local fire, butldtng, ar 
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life safety codes or re,qulations, or (l8) avoid noncompliance with State 
or 'VOlU!i}tary licensure or accreditation standards. A grant under this 
subsectwn may only be made to a State or political subdivision of a 
State, including any city, town, county, borough, hospital district 
aut~orit'!f, 01' public oT quasi-public corporation, for a project de­
SC1"tbed zn the preceding sentence for any medical facility owned or 
operated by it. 

" (b) An application foT a grant under subsection (a) tnaJ! not be 
approved under section 1604 unless it contains astmrances satzsfaetory 
to the Secretary that the applicant making the application would not 
be able to complete the project for which the application is submitted 
wi,~hout the grant applied foT. 

(c) The amount of any grant unde·r subsection (a) may not ewceed 
75 per centum of the cost of the pToject for which the grant is made 
unless the project is located in an area determined by the Secretary to 
be an urban or ruTal poverty area, in which ease the grant may cover 
up to 100 per centum of such costs. 

"(d) Of the sum8 appropriated under section 1613 for a fiscal year, 
there shall be made available for grants under subsection (a) for sueh 
fiscal year ~l8 per centum of such sums. 

"PART E-GENERAL PROVISIONS 

"JUDICIAL REVIEW 
"SEo.1630. If-

" (1) the Secretary refuses to approve an application for a proj­
ect submitted under section 1604, the State Agency through which 
aueh application was submitted, or 

"(l8) any State is dis.~atisfied with, or any entity will be ad­
versely affected by, the Secretary's action under section 161l8, such 
State or entity, 

ma'!f appeal to the United States court of appeals for the circuit in 
whzeh such State Agency, State, or entity is located, by filing a peti­
tion 1vith such court 1vithin siwty days after such action. A copy of the 
petition shall be forthwith transmitted by the clerk of the court to the 
Becretary, or any officer designated by him for that purpose. The Sec­
retary thereupon shall file in the court the record of the proceedings on 
'Which he based his action, as provided in 8ection ~112 of title 1J8, 
United States Oode. Upon the filing of tmeh petition, the court shall 
have jurisdiction to affirm the action of the Secretary or to set it aside, 
in whole or in part, temporarily or pe-rmanently, but until the of 
~he record, the Secretary nuzy modify or set aside his order. The -
zngs of the Secretary as to the facts, if supplYI'ted by substantial evi­
dence, shall be conclusive, but the court, for good cause shown, may 
remand the case to the Secretary to take further evidence, and the 
Secretary may thereupon mq,ke new or modified findvngs of fact and 
may modify his previous action, and shall file in the court the record 
of the further proceedings. Such new or modified findings of fact shall 
like1oise be conclusive if supported by tmbstantial evidence. The judg­
ment of the court affirming or setting aside, in whole or in part, any 
action of the Seeretary shall be final~ subject to revlew by the Supreme 
Oourt of the United States upon certiorari or certification as provided 
in section ll854 of title 28, United States Oode. The commencement of 

i i 
'' 
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proceedings wnder this section shall not, 'IJIYI,les~ so specif!ically ordered 
by the Cuurt, operate as a stay of theSearetary s aatwn. 

"RECOVERY 

"SEc.1631. (a) If any faaility. con:st'l"Uflted, modef'1!ized, ?r ?onverted 
with funds provided under tMs t~tle u, at an;y t~me w~t~~n ~wenty 
years after the completion of such constructwn, modern~zatwn, or 
conversion with suak funds- . ) 1. • k · 

"(1) sold or transferred to any person or en~~ty (A WtbW u 
not qualified to file an application under sectwn 1604, or (B) 
which is not approved as a transferee by t~ State Agency of 
the State in which suah fadlity is located, or ~ts suaaessor; or 

"(~) not used as a medical fadlity, and the: Se?retary has not 
determined that there is good cause for term~nat~on of suah use, 

the United States shall be entitled to recover from edher the trans­
feror or the transferee in the case of a sale or transfer .or from the 
owner in the case of termination of use an amount beanng the sa~ 
ratio to the then value (as determined by the agreem:ent of the partws 
or by aation brought in the district court of the Vn~ted States for, ~he 
district in which the facility is situated) of so muah of such faml~ty 
as constituted an approved project or projects, as the. amount of .the 
Federal participation bore to the cost of ~he construct;on, modern~za­
tion, or conversion of suah project or pr~.J~cts. S,uak n?ht of recovery 
shall not aonstitute a lien upon such famhty pnor_ to JUdgment. . 

"(b) The .Secretary may waive the reaovery n,q~ts .of the Vmted 
States under subsection (a) with respeat to a famlzty tn r:ny State­
. "(1) if (as determined under regulations prescnbed by ~he 

Secretary) the amount which cuuld be recovered under subsectwn 
(a) with respect to suck fadlity is applied to the development, 
expansion, or support of another medical facili~y located in suck 
State which has been approved by the Statew~de Health Coor­
dinating Council for such State as consistent with the State health 
plan established pursuant to section 15~4( c); or 

"(~) if the Secretary determines, ,in, accordance ~th regul_a­
tions that there is qood cause for wawzng suah requ~rement w'tth 
resp;ct to suak fadlity. . . . 

If the amount which the Vmted States u entttled to recover under 
subsection (a) exce~ds :90 per. centum of t~e. total co.st of the CO'fll; 
struation or modern~zatwn pro.1ect for a faml~ty, a wawer u_nder: thw 
subsection shall only apply with respect to an ammtnt whwh M not 
more than 90 per centum "of such total cost. The Secretary may not 
waive a right of t'~covery which arose one year before the date of the 
enactment of this t~tle. 

"STATE CONTROL OF OPERATIONS 

"SEc. 163~. Except as otherwise wnecifirally pro1'Med. 'flothinq in 
this title shall be construed as aonferrinq on any Federal officer or 
employee the right to exercis~ any supervision o; control 01Jer, t.he 
administration, personnel, ma~ntenance, or operatwn of any famhty 
with respect to which any funds have been or may be expended under 
this title. 

"DEFINITIONS 

"SKc.1633. For the purposes of this title-
"(1.) The term 'State' includes the Commonwealth of Puerto Rico, 

Guam, American Samoa, tlu! Trust Territory of the Pacific Islands, 
the Virgin Islands, and the District of Columbia. 

"(~) The term 'Federal share' means the proportion of the cost of 
a medical facilities project which the State Agency determines the 
Federal Government will provide under allotment payments or a 
loan or loan guarantee under this title, except that-

" (A) in the case of a modernization project-
"(i) described in section 1604(b) (~)(B), and 
" ( ii) the application for which received a waiver under 

section 1604(b) (~)(A), 
the proportwn of the cost of suah project to be paid by the Fed­
eral Government under allotment payments or a loan may not 
exceed $~0,000 and may not exceed 100 per centum of the first 

$6,000 of the cost of suck project and 66% per centum of the 
next $~1,000 of such cost, 

"(B) in the case of a project (other than a project described 
in subparagraph (A) ) to be assisted from an allotment made 
under part B, the proportion of the cost of such project to be 
paid_ by .the F edera;l Government may not exceed 66% unless the 
pro.Ject ts located tn an area determined by the Secretary to be 
an urban or rural poverty area, in which case the proportion of 
the cost of such project to be paid by the Federal Government 
may be 100 per centum, and 
. " (C) in the case of a project (other than a project described 
tn subparagraph (A)) to be assisted with a loan or loan guaran­
tee made under part C, the principal amount of the loan directly 
ma~e or guaranteed for such project, when added to any other 
asszstance provided the project under this title, may not exceed 
90 per centum of the cost of suck project unless the project is 
located in an area determined by the Secretary to be an urban 
or rural poverty area, in which case the principal amount when 
added to other assistance under this title may cover up 'to 100 
per centum of the cost of the project. ' 

" ( 3) The term 'hospital' includes general, tuberculosis and other 
typ~s of hospitals, and related facilities, such as laboratories, out­
J?at~e?t~ departments, nurses' home facilities, extended care facilities, 
famhtws related ~o profl,rt;"!"s for home h~alth services, self-care units, 
and centrr;l servwe faczht'les, operated tn connection with hospitals 
ar:d also ~ncludes education or t;aining facilities for health pro.fes} 
szonal personnel operated as an zntegral part of a hospital but does 
not include any hospital furnishing primarily ·domiciliary' care. 

. '~(4) The term 'J?tt,blic health center' means a publicly owned fa­
czhtY_ for the prom~z.o"! of public health services, including related 
publwly owned famlzt1es such as laboratories clinics and adminis­
trative offices operated in connection with such a facility. 

. '~ ( 5) T_he ~erm 'nonprofit' as applied to any facility means a fa­
c~hty whwh ts. o~ned and operated by one or more nonprofit corpora­
twns or assoczatwns no part of the net earnings of whiqh inures, or 

' I, 
I 



may lawfully inure, to the benefit of any private shareholder or 
individual. 

" ( 6) The term 'outpatient medical facility' means a medical fa­
cility (located in or apart from a hospital) for the diagnosis or diag­
nosis and treatment of ambulatory patients (including ambulatory 
inpatients)-

" (.A.) which is operated in connection with a hospital, 
"(B) in which patient care is under the professional super­

vision of persons licensed to practice medicine or surgery in the 
State, or in the case of dental diagnosis or treatment, under the 
professional supervision of person8 licemed to practice dentistry 
in the State i or 

" ( 0) whwh offers to patients not requiring hospitalization 
the services of licensed physicians in various medical specialties, 
and which provides to its patients a reasonably full-range of 
diagnostic and treatment services. 

"(7) The term 'rehabilitation facility' means a facility which is 
operated for the primary purpose of assisting in the rehabilitation 
of disabled persons through an integrated program of-

" (.A.) medical evaluation and services, and 
"(B) psychological, social, or vocational evaluation . and 

services, 
under competent professional supervision, and in the case of which 
the major portion of the required evaluation and services is fur­
nished within the facility; and either the facility is operated in con­
nection with a hospital, or all medical and related health services are 
prescribed by, or are under the general direction of, persons licensed 
to practice medicine or surgery in the State. 

" ( 8) The term 'facility for long-term care' means a facility (in­
cluding a skilled nursing or intermediate care facility) providing in­
patient care for convalescent or chronic disease patients who require 
skilled nursing or intermediate care and related medical services-

"(.A.) which is a hospital (other than a hospital primarily foT 
the ca'f'e and t'f'eatment of mentally ill O'f' tubeTculous patients) 
or is operated in connection 'with a hospital, o'f' 

"(B) in which such ca'f'e and medical services are prescribed 
by, or aTe performed under the general direction of, persons 
licensed to practice medicine or surgery in the State. 

"(9) The term 'construction' mean8 construction of new buildings 
and initial equipment ·of such buildings and, in any case in which it 
1oill help to provide a service not previously provided in the com­
munitY., equipment of any. buildings; including aTchitects' fees, but 
ewcludzng the cost of off-szte tmpro1.,ements and, ewcept with respect 
to public health eenters, the cost of the acquisition of land. 

"(10) T?w term 'cost' as applied to construction, modernization, 
or converszon means the amount found by the Secretary to be necessary 
for construction, modernization, or conversion, re8pecti1·e7y, unde'f' a 
project, ewcept that, in the case of a modernization project or a project 
asszsted under part D, such term does not include any amount found 
by the Secretary to be attributable to ewpansion of the bed capacity 
of any facility. 

"(11) The term 'modernization' includes the alteration, ewpansion, 
major repair (to the extent pe?'mitted by regulations), remodeling, 
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rep~acement, and renovation of existing buildings (including initial 
equtpment thereof), and the replacement of obsolete equipment of 
ewisting buildings. 

"(113) The term 'title,' wljen used with reference to a site fo'l' a 
project, means a fee simple, or such other estate or inte'f'est (including 
a leasehold on which the rental does not exceed 4 per centum of the 
value of the land) as the Secretary finds sufficient to assure for a 
period of not less than twenty-five years' undisturbed use and posses­
sion for the purposes of construction, modern.ization, or conversion 
and operation of the project for a peTiod of not less than (A) twenty 
years in the ca8e of a project assisted under an allotment O'f' grant 
under this title, or (B) the term of repayment of a loan made or guar­
anteed under this title in the case of a p'l'oject assisted by a loan or 
loan guaTantee. 

"{13) The term 'medical facility' meam a hospital, public health 
center, outpatient medical facility, rehabilitation facility, facility for 
long-term care, O'f' ~t~er facility (as may be designated by the Secre­
tary) fo'l' the provtswn of health care to ambulatory patients. 

"(14) The term 'State Agency' means the State health planning 
and det,elopment agency of a State designated under title XIV. 

"( . 15) The term 'urban or rural pot,erty area' means an uTban or 
rural geographical area (a.' defined by the Secretary) in which a 
percentage (as defilfi;Cd by the Secretary in accordance with the next 
sentence) of the reszdents of the area have incomes beloto the poverty 
le1.Jel (as d~fined by the. Secretary of Oomme'f'ce). The percentage 
refe'l"l'ed to tn the precedtng sentence shall be defined so that the per­
centage of the population of the United States residing in u'f'ban and 
rural poverty areas is- · 

"(.A.) not more than the percentage of the total population of 
the United States with income8 below the poverty level (as so 
defined) plus five per centum, and · 

"(B) not less than such percentage minus five per centum. 
"(16) The term 'medically underserved population' meam the pop­

ulation of an urban or rural area designated by the Secretary as an 
area 1vith a shortage of health facilities or a population group desig­
nated by the Secretary as having a shortage of such facilities. 

"FINANCIAL 8TA'fl!lMEN'1'8; RECORDS AND AUDIT 

"SEc. 1631,.. (a) In the case of any .facility for which am allotment 
P.avment, grant, lo(J!n, or loan guarantee has been made under this 
tdle,. the appli~ant fo'l' such payment, g1•ant, loan, or loan guarantee 
(or. ~1 appropnate, such other person aJJ the Secretary may prescribe) 
shall file at least annually 'with the State Agency for the State in 
'which the facility is located a statement which aluill"be in such form, 
and contain such information, as the Secretary may require to accu-
rately show- · 

"(1) the financial operations of the facility, and 
"(13) .t~e costs to the facilitJI of providing health services in 

the facth~y and the charges made by the facility for providing 
such servwes, 

during the period with respect to which the statement is filed."·~-
;~'"'· 
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"(b) {1) /!}ach entity receiving Federal assi.stance under thi8 title 
shall keep such records as the Se&retary shall prescribe, including 
records which fully disclose the amount and disposition by such entity 
of the proceeds of such assistance, the total cost of the project in con­
nection Mith which such assistance is given or used, the amount of that 
portion of the cost of the project supplied by other sources, and such 
other records as Mill facilitate an effective audit. 

"(il) The Secretary and the Oomptrollet• General of the United 
States, or any of their duly autlwrized representatives, shall have 
access for the purpose of audit and examination to any books, docu­
ments, papers, and records of such entities which in the opinion of the 
Secretary or the Comptroller General may be related or pertinent to 
the assi8tance refe1'1'ed to in paragraph (1). 

" ( o) Eaoh such entity shall file at least annually Mith the Secretary 
a statmnent which shall be in such fo1'1n, and contain such info1'1nation, 
as the Secretary may require to accurately show-

" (1) the finaMial operations of the facility construoted or mod­
ernized with such assistanoe, and 

"(il) the costs to suoh facility of providifl,g health ser'vices in 
such facility, and the oharges made for such services, during the 
period with respect to which the statement i.s filed. 

"TECHNICAL ASSIST ANOE 

"SE(;. 1635. The Secretary sha:U provide (either through the Depart­
ment of Health, Education, and Welfare or by contract) all necessary 
technical and other nonfinancial assistance to any public or other non­
profit entity uJhich i8 eligible to apply for assistance under this title 
to assi8t such entity in developing applications to be submitted to the 
Secretary under section 1604. The Secretary shall make every effort 
to info1'1n eligible applicants of the availability of assistance under 
thi8 title. 

"PART F-AREA HEALTH SERVIcEs DEVELOPMENT FuNDs 

"DEVJ!1LOPMI§NT GRANTS FOR AREA HEALTH SERVICES DEVELOPMENT FUNDS 

"SEc. 1640. (a) The Se0'1'etary shall make in each fiscal year a grant 
to each health system agency-

" (1) with which there is in effect a designation agreement 
under section 1515(c), 

"(il) which has in effect an HSP and AlP reviewed by the 
State1vide Health Coordinating Oounml, and 

" ( 3) which as deter1nined under the review made under section 
1535 (c) , i8 organized and operated in the manner presC'ribed by 
section 1512 (b) and is perfo1'1ning its functions under section 1513 
in a manner satisfactory to the Secretary, 

to enable the agency to establish and maintain an Area Health Serv­
ices Development Fund from which it may make grants and enter into 
contracts in aceordance with section 1518 (c) ( 3) . 

" (b) (1) Except as provided in paragraph ( il), the amount of any 
grant under subsection (a) shall be deter1nined by the Secretary after 
taking into comideration tohe population of the health service area 
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for which the health systems agency is designated, the average family 
income of the area and the supply of health services in the area. 

"(2) The amount of any grant under subsection (a) to a health sys­
tems agency for any fiscal year map not exceed the product of $1 and 
the population of the healt'h servzce area for which such agency i8 
designated. 

" (c) No grant may be made under subsection (a) unless an applica­
tion therefor has been submitted to and approved by, the Secretary. 
Such an application shall be submitted in such fo1'1n and manner and 
contain such info1'1nation as the Secretary may require. 

" (d) For the purpose of making payments pursuant to grants under 
subsection (a), there are authorized to be appropriated $25,000,000 for 
the fiscal year ending June 30, 1975, $75,000,000 for the fiscal year 
ending June 30, 1.976, and $120,000,000 for the fiscal year ending June 
30, 1977." 

MI80ELLANEOU8 AND TRANSITIONAL PROVISIONS 

SEc, 5 (a) (1) There are authorized to be appropriated for the fiscal 
year ending .June 30, 1975, and the newt fiscal year such sums as may 
be necessary to tnake grants under section 314( a) of the Public Health 
S~rvice Act, except that no grant made to a State with funds appro­
priated under this paragraph shall be available for obligation 
beyond-

( A) three months after the date on which a State health plan­
ning and development agency is designated for such State under 
section 14iJ1 of such Act, or 

(B) June 30, 1976, 
whichever is later. 

(2) There are authorized to be approp1'iated for the fiscal yea?" 
ending June 30, 1975, and the newt fiscal year such sums as may be 
neces8ary to make gmnts ?tnder seoti.on 304 of the Public Health 
SeM,ice Act for emperimental health aer1•iee-B delivery systems, section 
314(b) of such Act, and title IX of such Act, erJJaept that no grant 
made with funds appropriated 7tnder this paragraph shall be available 
for obligation beyond the later of (A) June 30, 1976., or (B) th?"ee 
months after the date on ·which a health 8ystems agency has been 
designated under section 1415 of such Act for a health service area 
which include8 the area of the entity for which a grant is rnmle under 
such seetion 304, 314(b), or titk IX. 

(b) Any State 'which has in the fiseal year ending June 30, 1.975, or 
the next fiscal year fm1ds a1•ailable for obliqation from its allotmentiJ 
under part A of title VI of the Pnblie Health SeMJice Act may in such 
fiscal year use for the proper and etfiC'ient administration during such 
year of its State plan appr·m,ed under such part an amount o.f such 
funds which does not exceed 4 per centum o.f such .funds or $100,000, 
1Dhichever is less. 

(c) A reference in any latv or regulation-
(1) to the agency of a Sf:ate tnhich administers or supeM•ises 

the adrninistration of a Rtate's health planning functions under a 
State plan apprm•ed tmder sMtion ,'HJ,(a) of the Public Health 
Service Act shall in the ea.11e of a Rtate for tvhich a State health 
planning and de1,elopment agency has been designated under sec-



tion 1521 of such Act be con8ideTed a Teference to the State agency 
designated wader such seetion 1521; 

(2) to an agency or organization 'Which has developed a CO'Jrl,­
pTehensive regional) mP-tropol#an, Or' other l()(Jal area plan or 
plan~ referTed to in section 311,-(b) of the Public Health Service 
Act skall if all or part of the aTea covered by such plan or plam iJJ 
within a health service area establiJJhed under section 1511 of the 
Public Health Service Act be considered a reference to the health 
systems agency designated unde?' 8eotion 1515 of such Act for 
&ueh health 8ervice area; a.mtl 

(3) to a regional medical program asmted under title IX of 
the Public Health Ser?,ice Act shall if the program iJJ located in 
a State for which a State health planning and developm.ent agency 
has been designated under seetion 1521 of the Public Health 
Service Act be considered a reference to 8Uch State agency. 

(d) Section 316 of the Publw Health Service Act iJJ repealed. 

ADVISORY COMMITTEES 

SEc. 6. (a) An advisory eommittee esablished by or pursuant to 
the Public Health Service Act) the Mental Retardation Facilities and 
Community Mental Health Centers Construction Act of 1963, or the 
Comprehensive Alcohol Abuse and AlcohoUsm Prevention, T1•eat~ 
'l'fbCnt, and Rehabilitation Act of 1970 shall terminate at such time as 
?naY be specifically preseribed by an Act of Congress enacted after the 
date of the enactment of this Act. . 

(b) The Secretary of Health, Education, and Welfare ~'?hall report, 
with~rv one year after the date. of the enactment of this Act, to the 
Committee on Labor and Pu,blic Welfare of the Senate and the Com,­
rnitt~ on Interstate and Foreign Commerce of the House of Repre­
sentatives (1) the purpose and u8e of each adviwry committee estab­
lished by or pur8U«nt to the Public Health Service Act, the 1lfental 
Retardation Faeilities and Community Mental Health Centers Con­
struetion Act of 1963, or the Comprehensive Alaohol Abuse and 
Alcoholism Prevention, Treatment, and Rehabilitation Act of 1970 
and (2) hi.~ reeommendations respecting the termination of each sueh 
advisory committee. 

AGENCY REPORTS 

SEo. ?'. The Secretary of Health, Education, and Welfare shall 
?'eport, within one year of the date of the enactment of this Act, to the 
Co;rnmittee on Labor and Public W (3lfare of the Senate and the Com­
mtttee on Interstate and Foreign Commerce of the House of Represent~ 
atit•ea (1) the identity of each report required to be made by the 
Secretary under the Pubic Health Service Act, the Mental Retarda­
tion Facilities and Community Mental Health Centers Construetion 
Act of 196t1, or the Comprehensive Alcohol Abuse and Alcoholism 
Prevention, Treatment, and Rehabilitation Act of 1970 to the Con­
gress (or any committee the'rt~of), (!9) the provi8ion of such Acta 
which requires eaeh such report, ( 3) the purpose of each 8uch report, 
and (4) the due date for each such report. The report of the Seeretary 
under this section may include such recO'Jrl,mendations as he considers 
appropriate for termination or cori,<?olidation of any such reporting 
requitt1'1'1Anta. 

, TJIJOHNIOAL A.MJIJNDMJIJNT 

SEc. 8. Section 1305(b) (1) of the Public Health Servwe Act is 
amended to read as follows: l , 

" (b) ( 1) Except a8 provided in paragraph ( 2), the aggregate 
amount of principal of loans made or- puaranteed, or both, under this 
section for a health 1naintenance orgaillization 1nay not exceed $2,500,-
000. In any fiscal year, the amount disbursed under a loan or loam 
made or guaranteed under thiJJ 8ection for a health maintenance or­
ganization ?nay not exceed $1 ,000,000,000." 

And the House agree to the same. 
HARLEY o. STAGGERS, 
PAUL G. RooERS, 
DAVID SATTERFIELD, 
PETER N. KYRos, 
RICHARDSON" PREYER, 
J. w. SYMINGTON", 
WM. R. RoY, 
s. L. DEVINE, 
ANCHJ:IR NELSEN' 
TIM LEE CARTER, 
J. F. HAsTIN<JS, 
H. JoHN HEINZ III, 
WILUAM HUDNIJT, 

Managers on the Part of the House. 
EDWARD KENNEDY, 
IiARRISON WILLIAMS, 
GAYLORD NELsoN, 
THOMAS F. EAGLETON' .. 
ALAN CRANSTON' 
HAROLD E. HuoHEs, 
CLAmoRNE PELL, 
WALTER F. MoNDALE, 
WILUAM D. HATHAWAY, 
DICK ScHWEIKER, 
J, JAVITs, 
PETER H. DoMINICK, 
J. GLENN BEALL, Jr., 
RoBERT TAFT, Jr., 
RoBERT T. STAFFORD, 

Managers on the Part of the Senate. 



JOINT EXPLANATORY STATEMENT OF THE 
COMMITTEE OF CONFERENCE 

The managers on the part of the House and the Senate at the con­
ference on the disagreeing votes of the two Houses on the amendment 
of the Hou~e to the bill ( S. 2994) to amend the Public Health Service 
Act to assure the development of a national health policy and of effec­
tive State and area health planning and resources development pro­
grams, and for other purposes, submit the following joint statement to 
the House and the Senate in explanation of the effect of the action 
agreed upon by the managers and recommended in the accompanying 
conference report: 

The House amendment struck out all of the Senate bill after the en-
acting clause and inserted a substitute text. 

The Senate recedes from its disagreement to the amendment of the 
House with an amendment which is a substitute for the Senate bill and 
the House amendment. The differences between the Senate bill, the 
House amendment, and the substitute agreed to in conference are noted 
below, except for clerical corrections, conforming changes made 
necessary by agreements reached by the conferees, and minor drafting I 
and clarifymg changes. ' 

HEALTH PLANNING AND DEVELOPMENT 

SRO~T TITLE 

The Senate bill provides that the Act may be cited as the "X ational 
Health Planning and Development and Health Facilities Assistance 
Act of 1914," (section 1). 

The House amendment provides that the Act may be cited as the 
"Xational Health Policy, Planning, and Resources Development Act 
of 1974," (section 1). 

The conference substitute provides that the Act may be cited as the 
"National Health Planning and Resources Development Act of 1974," 
(section 1). 

FIII."'l)INGS 

The House amendment specifies Congressional findings, for which 
there are no corresponding findings in the Senate bill, respecting 
health care costs, the role of providers, the public's knowledge regard­
ing proper personal health care and use of services, and the result 
of assistance available to date for health care. The House amendment 
further states a purpose, not included in the Senate bill, to the effect 
that the general purpose of the Act is facilitating the development 
of recommen~ations for a national healtJl poli~y, of State and regional 
health plannmg, and of resources ·winch will further the national 
health policy, (sections 2 (a) and 1403). 

(61) 
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The conference substitute conforms to the House amendment, (sec­
tion 2(a) ). 

NATIONAL HEALTH PRIORITIES 

Both the Senate bill a:qd House am~n~I?ent specify C,~:mgr~ssiona~ 
findings respecting national health priOrities. These are 1dent1cal ex 
cept that: . . . 1 t f 

(1) The third Senate pnonty refers to the dev~ o~men o 
medical group practices, he~lth maintenance orgamzatwns and 
other organized systems, while the House amendment refers only 
to medical group practices. . 

The conference substitute conforms to the Sena:te b1ll. . 
(2) The fourth priority in t~e. Senate bill refers. to the train­

ing and increased use of physician extenders, wh1le the .c?rre~ 
sponding priori~y in the Hou~e. a;mendment refer~ to phys1c~ans 
assistants. espec1ally nurse chmc1ans. The confetence substitute 
conforms'to the House amendment. . . 

(3) The eighth priority in the Se~ate hill. refer~mg to .the pro­
motion of activities for the prevention of disease ;s not mcluded 
in the House amendment. The conference substi~ute conforms 
to the Senate bill (Senate section 1402, House section 1403, con­
ference substitute section 1502). 

NATIONAL GUIDELINES FOR Hll:ALTH P!,ANNING AND NATIONAL HEALTH 
POLICY 

F ormulettion 
The Se:qate bill requires the Secretary, within one yea~ of en~ct­

ment, to· issue guidelines concerning national hea!th plannmg pol;cy. 
The guidelines are to include standards respectmg the appropnate 
supply, distribution, and organ.ization of heal~h resources, and a state­
ment of national health planmng goals (sections 1401 and 1403). 

The House amendment requires the Secretary to establish a N a­
tional Council for Health Policy which is to develop and recommend 
a national health policy including a statement of recommended na­
tional health goals and recommenaed guidelines for health resources 
and services (sections 1401 and 1402). 

The conference substitute conforms to the Senate bill except that 
the Secretary is to issue guidelines within 18 months of enactment 
and is to reVise them periodically as necessary (section 1501). 

NATIONAL ADVISORY COUNCIL ON HEALTH PLANNING AND DEVELOPMENT 
AND NATIONAL COUNCIL FOR HEALTH POLICY 

Establishnwnt of Oounail 
The Senate bill establishes in the Department of Health, Education, 

and Welfare a NationalAdvisory Council on Health Planning and 
Development (section 1403 (a) ) . 

The House amendment requires the Secretary to establish a N a­
tiona! Council for Health Policy (section 1401 (a) ) . 

The conference substitute conforms to the Senate bill and establishes 
a National Council on Health Planning and Development (section 
1503(a)). 
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Composition of OOf.l.O'WI,t 
The Senate bill requires that the National Advisory Council on 

Health Planning and Development have: 
(1) Twelve memb~rs, nine of whom_are to be voting mem~rs, 
(2) Not less than four nonproviders among the votmg 

members, 
( 3) Not more than three Federal Government employees 

among the voting members, 
( 4) Not more than five of the voting members from the same 

political party, and 
(5) Three nonvoting ex-officio members including the Chief 

Medical Director of the Veterans' Administration, the Assistant 
Secretary for Health and Environment of the Department of 
Defense, and the Assistant Secretary for Health of the Depart­
ment of Health, Education, and Welfare (section 1403(b) (1) ). 

The House amendment requires that the National Council for 
Health Policy have: 

( 1) Fifteen members, 
(2) Not less than five nonprovider members. 
(3) Not more than three Federal Government employees, and 
( 4} Not more than eight members from the same political 

party (section 1401(b) (1) ). 
The conference substitute requires the National Council on Health 

Planning and Development to have: 
(1) Fifteen members, twelve of whom are to be voting 

members, 
(2) Not less than five non provider members, 
(3) Not more than three Federal Government employees 

among the voting members, 
( 4) Equal representation among the twelve voting members 

from each major political party, and 
( 5) Three nonvoting ex-officio members includin~ the Chief 

Medical Director of the Veterans' Administration, the Assistant 
Secretary for Health and Environment of the Department of 
Defense, and the Assistant Secretary for Health of the Depart­
ment of Health, Education, and Welfare (section 1503(b) (1) ). 

Functions of Council 
The Senate bill specifies as the function of the National Advisory 

Council on Health Planning and Development advising, consulting 
with, and making recommendations to the Secretary with respect to 
the development of national guidelines for health planning (section 
1403(a) ). 

The House amendment specifies as the functions of the National 
Council for Health Policy : 

(1) Developing and recommending a national health policy, 
(2) Recommending guidelines for appropriate supply, distri-

bution, and organization of health resources and serviCes, 
(3) Conducting various studies and analyses, 
( 4) Assessin~ health status, 
(5) Evaluating the implications of advances in biomedical re­

search, health services research. and medical technology for the 
delivery system, and · 

,.1 
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(6) Analyzing factors causing inflation and determining means 
for cost containment (section 1402(a) ). 

The conference substitute conforms to the Senate bill except that 
the Council is also to advise, consult with, and make recommendations 
to the Secretary with respect to activities under new titles XV and 
XVI generally (section 1503 ( 6) ) . 

In evaluating the implications of new medical technology, the Na­
tional Advisory Council is to assess the impact of devoting resources 
to such technology upon other health care programs, and the poten­
tial for the equitable distribution of that technology among all Ameri­
cans. 

Council's Responsibilities for Consulting 
The House amendment contains a provision, not included in the 

Senate bill, which requires the Council to include specialty societies 
representing medical and other health care providers among the 
groups and entities with which it consults in carrying out its functions 
(section 1402 (a) ) . 

The conference substitute conforms to the House amendment (sec­
tion 1501 (c) ) , except that requirement applies to the Secretary rather 
than the Council. 
Reports 

The House amendment contains a provision, not included in the 
Senate bill, which requires the Council to submit annually to the 
President, the Congress, and the public a comprehensive report spec­
ifying the results of its activities, section 1402 (b). 

The conference substitute conforms to the Senate bill. 

AREA PLANNIXG AGENCIES 
Agerwy Name 

The Senate bill refers to area health planning and development 
agencies as "health planning agencies". 

The House amendment refers to such agencies as "health systems 
agencies". 

The conference substitute conforms to the House amendment. 

DESIGXATION CRITERIA 
General 

The Senate bill requires health service areas to be geographic re­
gions appropriate for the effective planning and development of health 
services, determined on the basis of population and the availability 
of resources to provide all necessary health services (section 1411 (a) 
(1)). 

The House amendment requires health service areas to be rational 
geographic regions with a comprehensive range of health services 
available and of a "character suitable for the effective planning and 
development of health services" (section 1411 (a) (1)). 

The conference substitute conforms to the Senate bill (section 1511 
(a) (1) ). 

The Senate bill further contains a provision, not inelnded in the 
House amendment, which gives the Secretary specific authority to 
prescribe regulations respecting requirements for health service areas 
(section 1411(a) ). 
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The conference substitute conforms to the House amendment. Be­
cause of the Conferees' desire to select most Health Systems Agencies 
in 1975, the area designation process in the bill is designed to be self­
executing. Therefore, no implementing regulations are necessary and 
the designation process should begin immediately after enactment. 

GEOGRAPHICAL JURISDIOI'ION OF AGENCIES 

Name 
The Senate bill refers to health planning areas as "health areas" 

(section 1411) . 
The House amendment refers to such areas as "health service areas" 

(section 1411). 
The conference substitute conforms to the House amendment (sec­

tion 1511). 
DESIGNATION CRITERIA 

Population 
The House amendment contains requirements for the maximum and 

minimum populations of health service areas which are not included 
in the Senate bill. These specify a maximum population of three mil­
lion people except that the population may exceed three million if the 
area includes an SMSA with a population of more than 3 million 
(section 1411 (a) ( 3) (A)), and a minimum population of 500,000 ex­
cept that the population may go down to 200,000 in "unusual cir­
cumstances" and below 200,000 in "highly unusual circumstances" 
(section 1411 (a) (3) (B)). 

The conference substitute conforms to the House amendment (sec­
tion 1511(a) (3) ). 

OTHER DESIGNATION CRITERIA 

The House amendment contains a provision, not included in the 
Senate bill, which requires that the boundaries of health service areas 
be coordinated, if feasible, with the boundaries of PSRO's, existing 
regional planning areas, and State planning and administrative areas 
(section 1411(a) (4) ). 

The conference substitute conforms to the House amendment (sec­
tion 151l(a)(4)). 

The Senate bill contains a provision, not included in the House 
amendment, which specifies that health service area boundaries may 
cross a State boundary only if it is determined that such an area is 
more appropriate for effective planning and development (section 
1411 (a) ( 3) ) . 

The conference substitute conforms to the House amendment. 
The Senate bill specifies that health service area boundaries may not 

cross those of an SMSA unless the Secretary waives such requirement 
(section 1411 (a) ( 4) ). 

The House amendment specifies that each SMSA is to be entirely 
contained within the boundaries of one health service area, except if 
the Governor of each State in which an SMSA is located determines, 
with the Secretary's approval, otherwise (section 1411 (a)). 

The conference substitute conforms to the House amendment (sec­
tion 1511(a) ). 
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The Senate bill contains a provision,. not included in the House 
amendment, which specifies that, notwithstanding any other require­
ment, the boundaries of health service areas are to follo'v those of 
existing 314(b) comprehensive health planning agencies unless the 
Governor of the appropriate State finds that another area is more ap­
propriate and waives this requirement (section 1411(a) (5) ). 

The conference substitute conforms to the Senate bill except that 
existing 314(b) areas are to be desi~ated as health ~ervi~ areas o:r:ly 
if they meet all of the other reqmrements for des1gnat10n ( sect10n 
1511(c) ). 

The House amendment contains a provision, not included in the 
Senate bill, which requires the boundaries of a health service area to 
be established so that, in the planning and development of health serv­
ices to be offered within the area, any economic or geographic barrier 
to the receipt of such services in nonmetropolitan areas is taken into 
account. The boundaries of health service areas are also to be estab­
li<ihed so as to recognize the differences in health J.?lanning and healt~ 
services development needs between nonmetropohtan and metropoh­
tan areas (section 1411 (a) ) . 
Th~ conference substitute conforms to the House amendment (sec­

tion 1511(a) ). · 
DESIGN AT! OX PROCESS 

The Senate bill authorizes the Secretary to prescribe regulations 
for the desi ation of health service areas and requires that: 

(1) · 120 days of enactment, the Secretary notify the 
Governors of the States of the initiation of proceedings to estab· 
lish health service areas, 

(2) Within 120 days of the date on which such notice is given, 
the Secretary publish in the Federal Register the boundary desig­
nations submitted to him, 

(3) Opportunity to be provided by the Secretary for interested 
persons to comment on submitted boundaries and any boundaries 
proposed by the Secretary for areas not covered by the boundaries 
submitted by the Governors, and 

( 4) Health service areas established within one year of the 
date of enactment of the Act (section 1411 (b) ) . 

The House amendment requires that : 
( 1) Within 30 days of enactment, the Secretary notify the 

Governors of the States of the initiation of the area designation 
process, and 

(2) "\Vithin 150 days of the date on which such notice is given, 
the Secretary publish the designations submitted as a notice in 
the Federal Register (section 1411 (b)). 

The conference substitute requires that: 
(1) Within 30 days of enactment, the Secretary notify the 

Governors of the States of the initiation of the area designation 
process, 

(2) "\Vithin 210 days of enactment, the Secretary publish the 
designations submitted as a notice in the Federal Re_qi8ter', and 

(3) ·within one year of the date of enactment, health service 
areas be established (section 1511 (b)}. 
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REVISION OF BOUNDARIES 

The Senate bill specifies that boundary revisions can be initiated 
by the Secretary, Governor, or designated health systems agency; how­
ever, boundaries are to b6 revised only if the Secretary determines 
that a boundary no longer meets the specified requirements (section 
1411(b) ). 

The House amendment is similar to the provision of the Senate bill 
except that only the Governor is given authority to initiate boundary 
revisions (section 1411 (b) ) . 

The conference substitute conforms to the Senate bill (section 
1511(b) ). 

.AGENCY STRUCTURE 
Eligible Entities 

The Senate bill specifies that a health system agency may be either a 
public entity or a non-profit private corporation (section 1412(a) ). 

The House amendment is similar to the Senate provision except that 
it specifies that public entities which may be designated as health sys­
tems agencies are to be: 

( 1) Public regional planning bodies which either have a gov­
erning board composed of a majority of elected officials of units 
of general local government or are authorized by State law (in 
effect before the date of enactment) to carry out health planning 
and review functions such as those described in section 1413, and 
which have planning areas identical to the applicable health serv­
ice areas, or 

(2) Single units of general local government if the area of 
jurisdiction of such units is identical to the applicable health serv­
Ice area (section 1412(b) (1) ). 

The conference substitute conforms to the House amendment (sec­
tion 1512(b) (1) ). 

The Senate bill further specifies that if a health systems agency is a 
public entity (other than an existing 314(b) agency) it must have a 
sel?arate governing body for health planning (section 1412(b) 
{l)(B)). . h . h . bl' . 
. The House amendment specifies t at, If t e agency 1s a pu 1c entity, 
there shall be an advisory health council which shall advise the gov­
erning body of the agency. The composition of such council shall con­
form to the requirements applicable to governing bodies of private 
agencies. If the governing body of a public health systems agency 
makes decisions which conflict with the recommendations of its ad­
visory council, the advisory health council recommendations are to be 
made public, and as appropriate, reported to the Secretary, the SHCC, 
or the State agency (section 1312(b) (5) ). 

The conference substitute conforms to the Senate bill except that the 
waiver for existing, public 314 (b) agencies is not included (section 
1512(b) (3) (A)). The conferees noted their desire that the Secretary 
consider designating as health systems agencies agencies which have 
served as 314(b) agencies even if their funding came from sources 
other than 314(b) such as under the programs authorized by the Ap­
palachian Regional Development Act of 1965. 

,i 
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In addition the Senate bill contains a provision, not included in the 
House amend:Uent, which states that a health syste.ms !1-ge~cy may ~ot 
be an educational institution or operate such an mstitutwn (sectiOn 
1412(b) (1) (C)). . . 

The conference substitute conforms to the Senate bill (section 
1512(b) (1) ). . . . . . 

· The Senate bill, finally, contams a yroviSio:J., not mcluded m .the 
House amendment, which states that lf a health systems agency 1s a 
private entity it may engage only in the activities of health systems 
agencies listed in the Act (section 1412(b) (1) (A)). 

The conference substitute specifies that a private health systems 
agency may only engage in health planning and devel?pment ~unc­
tions without limiting this to only the functions specifically hsted 
(section 1512(b) (1) (A)). 

GOVERNING BODY 

RetJponsibilities 
The Senate bill contains a provision, not included in the. House 

amendment, which requires the governing body to be responsible for 
the approval of all actions taken re~p~ct~g P!opc;>sed uses of Fed~ral 
funds and the need :for new and ex1stmg mstitutional health serviCes 
and facilities (section 1412 (b) ( 4) (B) ) • . . 

The conference substitute conforms to the Senate bill (sectiOn 
1512(b)). 

The House amendment contains a provision, not included in the 
Senate bill, which requires that a health systems agency in making its 
records and data available to the public conform to confidentiality re­
quirements prescribed by the Secretary to protect the confidentiality 
of matter comparable to matter described in 5 U.S.C. 552(b). A simi­
lar requirement is ap.J?licable to State Agencies (sections 1412(b) 
(3) (B) and 1432(b) (9) ). 

The conference substitute conforms to the Senate bill. 
The Senate bill specifies that a quorum of the governing body (or 

executive committee) shall be not less than one-half of its members; 
and that the governing body (and executive committee) shall act only 
by vote of a majority of its members :present and voting at a meeting 
called upon adequate notice and at wh1ch a quorum is present (section 
1412(b)(4) (B)). . . 

The House amendment specifies that a quorum for a govermng body 
(and executive committee) shall be a majority of the membership (sec­
tion 1412(b) (3) (B)). 

The conference substitute conforms to the Senate bill (section 
1512(b) ). 
0 omposition 

The Senate bill requires a majority of consumers (not to exceed 60 
percent) who are not and have not within the twelve months preced­
mg appointment been providers and who are not governmental rep­
resentatives (section 1412(b) (4) (C)). 

The House amendment reqmres one-half plus one consumers who 
are not providers (section 1412(b) (3) (C)). 

The conference substitute reflects a compromise requiring a major­
ity of consumers (not to exceed 60 percent) with the remainder being 
providers. 
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The Senate bill specifies that the remainder of the members are to 
be governmental representatives and providers including a designated 
VA representative if a VA facility is located within the health serv­
ice area and at least one hettlth maintenance organization representa­
tive if there is an HMO in the area (section 1412(b) (4) ). 

The House amendment requires that the remainder of the members 
be providers and further specifies that the governing body shall 
include governmental representatives either as consumers or providers 
(section 1412(b) (3) (C)). 

The conference substitute conforms to the Senate bill regarding VA 
and HMO representatives; howevet·, governmental representatives 
shall be included as either consumers or providers (section 1512(b) 
(3) (C)). 

The Senate bill contains a provision which requires that executive 
committees and subarea councils and subcommittees and advisory 
groUJ?S, to the extent practicable, meet composition requirements 
(section 1412(b) ( 4) (C)) and (section 1412( c)). 

The House amendment specifies that executive committees and sub­
area councils must meet composition requirements (section 1412(b) 
(3) (C) and section1412(c) ). 

The conference substitute conforms to the Sen!lte bill. 
The House amendment contains a provision, not included in the 

Senate bill, which requires that the membership of the governing 
body and executive committee (if any) of an agency shall include a 
percentage of individuals who reside in nonmetropolitan areas equal 
to the percentage of residents of the area who reside in nonmetro­
politan areas (section 1412(b) (3) (C)). 

The conference substitute conforms to the House amendment (sec­
tion 1512(b) (3) (C)). 

The House amendment also contains a provision, not included in 
the Senate bill, which requires that not less than one-third of the 
provider members shall be "direct" providers of health care (section 
1412(b) (3) (C)). 

The conference substitute conforms to the House amendment 
(section 1512(b) (3) (C)). 

STATE~!ENT OF LIABILITY 

The Senate bill contains a provision, not included in the House 
amendment, which states that a member or employee of a health sys­
tems agency is not liable for damage under Federal or State law for 
performance of the functions or duties of the agency authorized or 
required under the Act (section 1412(5) ). 

The conference substitute conforms to the Senate bill (section 
1412(b) (4) ). 

STAFE' 
Separation of Fun<JtioruJ 

The Senate biH contains a provision, not included in the House 
amendment, which requires separate staffs for planning and develop­
ment, but only one staff director (section 1412(b) (3) ). 

The conference substitute conforms to the Senate bill except that 
the word "separate" and the requirement for only one staff director 
are dropped (section 1412(b) (2) ). 

~ I 
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CONSULTANTS AND CONTRACT SERVICES 

The Senate bill contains a provision, not included in the House 
amendment, which specifically authorizes health systems agencies to 
employ consultants and contract for the provision of services where 
necessary to perform its functions (section 1412(b) (3) ). 

The conference substitute conforms to the Senate bill (section 1412 
(b) (2)(B) ). 

AGENCY DESIGNATION PROCESS 

Time Requirement 
The Senate bill contains a provision, not included in the House 

amendment, which requires the Secretary to enter into designation 
agreements (conditional or final) within 18 months of the date of 
enactment (section 1415(a) ). 

The conference substitute conforms to the Senate bill (section 1515 
(a)). The Secretary should make every attempt to secure an approv­
able application for the designation of a health systems agency for 
each health service area within 18 months of enactment. To the extent 
it is impossible to designate an agency, because there is no eligible 
applicant, the Secretary should make every effort to promote such an 
application at the earhest possible time. 
OOWJUltation/Approval 

The Senate bill specifies that the Secretary must consult with the 
, Governors and other State and local officials in designating health 

systems agencies (section 1415 (b) ( 4) (C) and section 1415 (c) ( 2) ) . 
The House amendment requires the Governors' approval for the 

designation of health systems a,gencies (section 1415(b) (4) (C) and 
section 1415 (c) (2)). 

The conference substitute conforms to the Senate bill. 
Termination by Secretary of Final Designation 

The Senate bill contains a provision, not included in the House 
amendment, which states that the Secretary must provide an agency 
with an opportunity for a hearing in accordance with 5 U.S.C. 554 
(formal hearing) (section 1415 (c) (1)). 

The conference substitute conforms to the House amendment. The 
conferees concluded that a formal hearing prior to terminating an 
agreement with either a health systems agency or a State Agency is 
unduly cumbersome. The conferees intend that, in terminating des­
ignation of a he.alth systems agency or a State Agency, the Secretary 
shall by regulatiOn af3SUre that the agency is afforded due process and 
is provided with notice and opportunity for hearing that it is not 
complying with or effectively carrying out the provisions of such 
agreement. 

AGEN01.- FUNCTIONS 
Names of Plaw 

The Senate bill specifies that the health planning agencies are to 
annually establish Long-Range Goal Plans (LGP) and Short-Term 
Priorities Plans ( SPP) (section 1413 (b) ) . 

71 

The House amendment specifies that the health systems agencies are 
to annually establish Health Systems Plans (HSP) and Annual Im-
plementation Plans (AlP) (section 1413(b) ). . 

The conference substitute conforms to the House amendment (sectiOn 
1513(b) (3) ). . 
Review by Secretary 

The Senate bill contains a provision, not included in the House 
amendment, which authorizes the Secretary to review plans (must 
consult with appropriate SHCC) and require modifications if a plan 
is not consistent with the purposes of this title (section 1413(b) (2) ). 

The conference substitute conforms to the House amendment. 
Procedure for Establishment 

The Senate bill contains a provision, not included in the House 
amendment, which specifies that the agencies are required to hold 
public hearings on plans (after 30 days' notice) and give interested 
persons opportunities to comment (section 1432 (a) ) . 

The conference substitute conforms to the Senate bill but the re­
quirement applies only to the health systems plan (section 1513 
(b) (2) ). It IS anticipated that adequate notice and opportunity for 
comment will be required prior to the adoption of the annual im­
plementation plan and other planning documents. 
Financial .Assistanoe for Implementation of PlOIIUJ 

The Senate bill contains a provision that there be no dollar limit 
on grants or contracts made from an agency's Development Fund 
but that assistance for any project or program be limited to three 
years (section 1413(c) (3) ). 

The House amendment specifies that no grant or contract may 
exceed $75,000 per year. Assistanee is to be limited to two years 
for any one project or program (section 1413(c) (3) ). 

The conference substitute in the form of a compromise: 
(1) requires that there be a two-year limit on the period of 

assistance, and 
(2) specifies that there be no limit on the dollar amount of 

assistance (section 1513 (c) (3)). 
The conferees noted their expectation, however, that those instances 

in which a grant or contract awarded under this provision would 
exceed $100,000 would be relatively rare. However, it is hoped that 
those programs which, in the judgment of the local health systems 
agency, merit continued support, and conform to the goals of the 
health systems plan, will be given appropriate priority. 

The Hc,use amendment contains a provision, not included in the 
~enate bill, which specifies that no grant or contract may be made 
for support of established programs or the delivery of health serv­
ices (section 1413(c) (3)). 

The conference substitute as a compromise specifies that no grant 
or contract may be made for the delivery of health services (as de-
fined in regulations) (section 15V3 (c) (3)). . 

The House amendment contains a provision, not included in the 
Senate bill, which specifies that no grant may be made to an agency 
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for its Area Health Services Development FtiD;d unles~ the agency, 
as determined under review by t~e ~ecretary7 18 ~rgamzed and oy­
erated as required and is performmg Its functiOns m a manner satis-
factory to the Secretary (section 1540(a) (3) ). . 

The conference substitute conforms to the ~ouse bill. 
The Senate bill authorizes to be appropnated for the Agency 

Development Fund: 
Minion~! 

Fis~~~:a~~~----------------------------------------------------------- $:: 
~~~~ ============================================:::::::::::::::::: 120 

(section 1417(d)) . 
The·House amendment authorizes to be appropriated for the Agency 

Development Fund: 
Millions 

Fiscaf~:a~~~----------------------------------------------------------- !~ 
~~~~ :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 150 

(section 1540 (d) ) . . 
The conference substitute conforms to the Senate bill. 

APPROVAL OF PROPOSED USES OF FEDERAl. FUNDS 

The Senate bill speei fies that the health systems agencies are to 
review and ap_prove or disappro:re proposed uses of Federal funds 
under the PHS Act the Commumty Mental Health Centers Act, and 
the Alcoholism Act' except funds under titles IV, VII, and VIII of 
the PHS Act for other than support of the delivery of health serv-
ices (section 1413 (e) ) . . . 

The House amendment is the same except that an agency's review 
and approval or disapproval does not apply to funds under title~ IV, 
VII, and VIII of the PHS Act except when they suppor_t th~ ~~livery 
of health services or to fnnds under the Developmental D1sab1hties Act 
(section 1413(e) ). . . 

The conference substitute con forms to the Senate bill w1th the 
added requirement that applications :for funds under titles IV, VII, 
and VIII for the development of health .resources i.t;tended tl? be used 
within the health sen1ce area be subJect to review (sectwn 1513 

(e) (1) ). · · · · · 1 d d · th H The Senate b1ll contams a JH'OVISion, not me u e m · e ouse 
amendment, which requires health systems agencies to review and 
approve or disapprove proposed uses of Federal formula grant funds 
within the health sen ice area (section 1413 (f)). 

The conference substitute conforms to the Senate bill (section 
1513(e) (1) ). 

The Senate bill contains a provision, not included in the House 
amendment, which specifies that agencies must comment on each 
application and :forward recommendations to the Secretary and the 
State Agency (section 1413(e) (2) ). 

The conference substitute conforms to the House amendment. 
The Senate bill contains a provision~ not included in the House 

amendment, which specifies that the review function applies to loans 
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and loan guarantees in addition to grants and contracts (section 
1413(e) (1) ). 

The conference substitute conforms to the Senate bill (section 
1513(e) (1). . 

The House amendment contains a provision, not included in the 
Senate bill, which specifies that a health systems agency may only 
review and eo'llli!1Wnt on proposed uses of Federal funds for programs 
or projects located within certain Indian areas. Health systems agen­
cies are to provide Indian organizations with information respecting 
the availability of Federal funds (section 1413(e) ). 

The conference substitute conforms to the House amendment (sec­
tion 1513(e) (1) ). 

The House amendment, unlike the Senate bill, also authorizes the 
Secretary to make health planning and development grants to Indian 
tribes. 

The conference substitute conforms to the Senate bill. 

REVIEW OF EXISTING SERVICES AND FACILITIES 

The Senate bill specifies that each health systems agency shall re­
view on a periodic basis all institutional health services offered and 
health care facilities and health maintenance organizations located 
in the health service area and shall make recommendations to the 
State Agency; this review is not required with respect to services or 
facilities subject to review under section 1122 of the Social Security 
Act or subject to a certificate-of-need program enacted by a State prior 
to the enactment of this section which the Secretary determines sub­
stantially meets the requirement of such section 1122, or subject 
to a certificate-of-need issued under this title. If the State Agency 
determines that a service or :facility is not needed, the health systems 
agency shall work with the provider of the service or with the facility, 
the State Agency, and other appropriate persons for the improvement 
or elimination (as the State Agency and health systems agency deter­
mine appropriate) of such service or facility (section 1413(h) ). 

The House amendment specifies that a health systems agency shall 
review on a periodic basis all institutional health services offered in 
the health service area and make recommendations to the State Agency 
respecting the appropriateness in the area of such services (section 
1413(g) ). 

The conference substitute conforms to the House amendment (sec­
tion 1513(g) ). 

FORMULA FOR AGENCY PLANNING GRANTS 

B asie F orwula 
The Senate bill specifies that each health systems agency is to re­

ceive $.50 per capita with no maximum dollar amount specified (sec­
tion 1416(b) (1) ). 

The House amendment specifies that each health systems a~ency 
is to receive $.50 per capita with a maximum grant of $1.5 million 
(section 1416(b)(1)). -r·.--> 

jr 
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The conference substitute as a compromise specifies a maximum of 
$3.75 million (section 1516(b) (1) ). 

CONDITIONS APPLICABLE TO NON-FEDERAL MATCHING MONEYS 

Allowable Private Contributions 
The Senate bill specifies that a health systems agency may not 

accept contributions for matching purposes from any individual or 
private entity having a financial, fiduciary, or other direct interest 
in the development, expansion, or support of health resources (section 
1416(b) (2) (B)). 

The House amendment specifies that private contributions shall be 
limited to five percent of non-Federal funds by any one private con­
tributor (section 1416 (b) (2) (B)). 

The conference substitute conforms to the Senate bill (section 
1516(b )(2) (B)). By including this.provisio~, the c~mferees. hope to 
preclude, to the greatest extent possible, confhcts of mt~rest mherent 
in accepting funds from provid.e~·s of health care wh~e mterests may 
in any way be affected by deCisiOns or recommendatiOns made by a 
health systems agency. 
Allowable Public Contributions 

The Senate bill places no limitation.s on pu~lic. contributions .. 
The House amendment limits public contributions to one-th1rd 

of non-Federal funds by any one public contributor (section 
1416(b) (2) (B)). 

The conference substitute conforms to the Senate bill. 
Uonditions as to UBe of Contributions 

The House amendment contains a provision, not include~ in the Sen­
ate bill which specifies that contributions used for matchmg purposes 
cannot 'have conditions as to their use (section 1416(b) (2) (B)). 

The conference substitute conforms to the House amendment (sec-
tion 1516(b)(2)(B)). 
Minimum Grant 

The Senate bill spe,cifies a minimum planning grant of $220,000 
(section 1416(b) (3) ). 

The House amendment specifies a minimum planning grant of 
$175,000 (section 1416(~) (3) ). 

The conference substitute conforms to the House amendment (sec-
tion 1516(b) (3) ). 
Receipt of Private Contributions 

The Senate bill contains a provision, not included. in the Hou~e 
amendment, which specifies that an.agency n;tay not !ecerv:e any.contn­
bution from any individual or private entity havmg d1rect mter:est 
in the development, expansion, or support of health resources (sectwn 
1412(b)(6) ). . . . 

The conference substitute conforms to the Senate hill (section 
1512 (b) ( 5)). The confe~e~s noted tp.at .this provision would no~ pro­
hibit agencies from rece1vmg contr1butwns or fun~s from chantable 
:foundations and organizations or employers offermg health benefits 
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plans, unless the activities of those foundations or organizations with­
in the health service area served by the health systems agency would 
be affected by recommendations or decisions made by the health sys-
tems agency. . 

STATE PLANNING AND DEVELOPMENT 

DESIGNATION OF STATE AGENCY 

Termination by the Secretary of Final Designation 
The Senate bill contains a provision, not included in the House 

al!lendment, which specifies that the Secretary must provide an agency 
with an opportupity for a hearing in accordance with 5 U.S.C. 554 
(formal hearing) (section 1421(b) (3) ). 

The conference substitute conforms to the House amendment. 
Consequence of No DeBignationAgreement 

The Senate bill contains a provision, not included in the House 
amendment, that syecifies if no agreement is in effect upon expiration 
of the fourth fisca year, beginning after the calendar year of enact­
ment, no funds under the PHS Act, the Community Mental Health 
Centers Act, and the Alcoholism Act may be made available for pro­
grams in the States (section 1421(d) ). 

The conference substitute conforms to the Senate bill (section 
1521(d) ). 

STATE ADMINISTRATIVE PROGRAM 

Reporting by Providers 
The Senate bill contains a provision, not included in the House 

amendment, which specifies that providers in a State are required by ,. 
the State administrative program to make statistical and other reports 
to the State Agency (section 1422(b) (7) }. 

The conference substitute conforms to the Senate bill (section 
1522(b) (7) ). 
Staff 

The House amendment contains a provision, not included in the 
Senate bill, which specifies that the director of the planning staff of 
the State Agency be appointed with the advice and consent of the 
~HCC an~ that the Secretary may prescribe staff size and qualifica­
tlons (section 1422(b) ). 

The conferen~ substit~te as a com)?rom~se specifies that the Secre­
tary may prescTibe staff s1ze and qualificatiOns and drops the require­
ment. that th~ director of. the planning staff of the State Agency be 
appomted with the adv1ce and constent of the SHCC (section 
1522(b) (4). 
Hearing Requirement 

The Senate bill contains a provision, not included in the House 
amendment, requiring hearing procedures to be consistent with State 
administrative law (section 1422(b) (13) ). 

The conference substitute conforms to the Senate bill (section 
1522 (b) ( 13) ) . The conferees placed their emphasis on the requirement 
that the hearing mechanism be independent of the State Agency. 
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STATE AGENCY FUNCTIONS 

Ser?Je as Designated Planning Agency Under Section 1.122 of the 
Social Security Act . 

The Senate bill specifies that the State Agency pe~forms th1s fu;nc­
tion only if the State makes an agreemeJ+t under sectwn 1122 ( sectwn 
1423(a)(3)(A)). 

The House amendment contains no reference to such an agreement 
(section 1423(a) (3) (A)). . 

The conference substitute conforms to the Senate bill (section 
1523(a)(4)(A)). 
Oertificate of Need Program fm· New In:titutional Services . 

The Senate bill specifies that a certificate-of-nee?- program IS .re­
quired even if the State Agency serves as the designated plannmg 
agency under section 1122 (section 1423(a) (3) ). . . . 

The House amendment provides that such a program 1s requtred lf 
the State Agency does not serve as the section 1122 designated plan-
ning agency (section 1423 (a) ( 3) ) . . 

The conference substitute conforms to the Senate bill (sectiOn 
1523(a) (4) (B))· . . . 

The Senate hill provides that such a program IS to reqmre rev1ew 
and determination before services are offered or developed or substan· 
tial expenditures are made and is to provide that only services found 
to be needed may be offered (section 1423(a) (3) ). . 

The House amendment provides that the State Agency IS to make 
findings as to need after consideration of health systems agency reco~­
mendations. Such findings are required whether or not the State. IS 
serving as the section 1122 designated planning agency or has a certifi-
cate-of-need program (section 1423(a)(4) ). . . . 

The conference substitute includes both provisiOns (sectiOn 
1523(a)(4) and (5) ). . 

The Senate bill specifies that a State certificate-of-n~ed program .Is 
not required until the expiration of the first regular s~ss10n of the legis­
lature which begins after the date of enactment (sectiOn 1423(b) (2) ). 

The House amendment specifies that a State certificate of nee~ pro­
gram is not requir~d untii the expiration of the first regu~ar se~wn of 
the legislature which begms after the date of the first designation of a 
State Agency (final designation) and at which authorizing legislation 
may be enacted (section 1423 (b) (2)). 

The conference substitute conforms to the Senate bill (section 
1523(a) (6) ). 
Revww of EaJisting Services 

The Senate bill specifies that a State Agenc;r. i~ to review existi;ng 
institutional health services and health care fac1hhes and health mam­
tenance organizations and make .findings as to COJ?-tinued ne~~ i. except 
that review and findings are not to apply to services or fac1ht1es sub­
ject to review under section 1122 or subject to a certific.ate of .need p~o­
gram enacted by a State prior to ~he enactment of th~s section which 
the Secretary determines substantially meets the reqmrements of sec­
tion 1122 or subject to a certificate of need issued under the program 
required for new services and facilities (section 1423(a) (4) ). 
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The House amendment specifies that a State Agency is to review 
institutional health services being offered respecting their appropri­
ateness and make public its findings for the purpose of informing the 
providers of such services what voluntary remedial measures may be 
advisable (section 1423(a) (5) ). 

The conference substitute conforms to the House amendment except 
that the State Agency is simply to make public its findings (section 
1523(a) (6) ). 

The conferees have adopted the substance of the House amendment 
and wish to stress that the purpose of the findings by the State Agency 
is to inform the public and providers of health services as to the 
appropriateness of particular services and what, if any, voluntary 
remedial actions are advisable. 
Preparation, Redew, Renision of the P1·eliminary State Health Plan 

The Senate bill requires a· State agency to prepare and submit to 
the SHCC for its approval a preliminary long-range State healthplan 
made up of the LGP's of the health planning agencies in the State 
and a preliminary short~term State health plan made up of the SPP's 
of the health planning agencies in the State. Preliminary plans may 
contain revisions of LGPs and SPPs as the State Agency may find 
necessary for coordination or effectiveness (section 1423(a) (1) ). 

The House amendment contains no corresponding provision re­
specting a preliminary State health plan but a State agency is to 
assist the SHCC in preparation, review, and revision of a State health 
plan (section 142H(a) (2) ). 

The conferenee substitute eon:forms to the Senate bill except that a 
State Agency is required to prepare only a single State health plan 
rather than both a long-range and short-term plan (section 1523 
(a)(2) ). 
Rate Review 

The Senate bill contains a provision, not included in the House 
amendment, which specifies that the Secretarv may enter into an 
agreement with a State agency to regulate and establish rates for 
health services and provide financial assistance for performance of 
this function. The Senate bill authorizes $10 million for fiscal 1975, 
$15 million for fiscal 1976, and $20 million for fiscal 1977 for this 
purpose (section 1424). 

The conference substitute provides that the Secretary may make 
grants for the purpose of demonstratincr the effectiveness of rate 
regulation to a maxitnum of six States ,,':ho are regulating, or have 
indicated their intent to regulate, rates prior to the end of six months 
after the date of enactment (section 1526). States which are assisted 
are to meet the various requirements of the Senate provision and are 
to r·eport annually to the Secretary on the effectiveness of their pro­
grams. The Secretary is then to report annually to the Congress on 
the effectiveness of such rate regulation. Authorization of appropria­
tion for this purpose is given in the amounts of $4 million for fiscal 
J 975, $5 million for fiscal 1976, and $6 million for fiscal 1977. It is 
generally anticipated by the conferees that the Secretary will seek to 
assist a heterogeneous group of States in regulating rates, including 
l~rge and small States, urban and rural States, and States experiencing 
h1gh and low medical care costs. . 
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Hill-Burton Agency · 
The Senate bill speeifies that the State Agency js required to serve 

as the Hill-Burton agency (section 627(12) ). 
The House amendment specifies that the State Agency may serve 

as the Hill-Burton agency but another agency of State government 
may, upon the requp,st of the f':r<>vernor and under an agreement ~~th 
the State Agency satisfactory to the Secretary, perform such functions 
(section 1423 (a) (6) (b) {1)). . . 

The conference substitute conforms to the Senate bill (sectiOn 
1523(b) (1) ). 

EXTENSION OF SECTION 1122 POLICY TO PRIVATE HEALTH INSURERS 

The House amendment contains a provision, not included in the 
Senate bill, which requires States whiCh participate in section 1122 
of the Social Security Act, in lieu of having a certificate of need pro­
gram, to extend 1122 poUcy to private health insurers operating within 
the State (section 1421 (d) ) . 

The conference substitute conforms to the Senate bill. 

GRANTS TO STATE AGENCIES 
Types 

The Senate bill specifies that allotments are required to . be made 
to State Agencies on the basis of population and per capita income 
except that no State is to receive an allotment for a fiscal year which 
is less than one percent of the appropriation for that year. The Fed­
eral share for any State Agency for purposes of this subsection shall 
not exceed 90 percent of the cost of the performance of such functions 
as the Secretarv may determine. The Secretary may not make pay- . 
ments to a State Agency unless he determines that such payments will 
not supplant State funds and that the Agency will not reduce non­
Federal funds (section 1426). .. 

The House amendment specifies that the Secretary may make grants 
to State Agencies to assist them in meeting their costs of operation. 
No grant is to exceed 75 percent of the agency's costs (section 1425). 

The conference substitute conforms to the House amendment except 
that the requirement for maintenance of effort is retained (section 
1525(a) ). 
A uthoriz,atiom 

The Senate bill contains the following authorizations: 
Fiscal years : Minions 

1975 ------------------------------------------------------------ $25 
1976 ------------------------------------------------------------ 25 
1977 ------------------------------------------------------------ 25 

(section 1426(c)) 
The House amendment specifies the following authorizations: 

Fiscal years: MUUone 

1975 ------------------------------------------------------------ $25 
1976 ------------------------------------------------------------ 35 
1977 ------------------------------------------------------------ 50 

(section 1425(c)) 
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The conference substitute provides for the following compromise: 
Fiscal years : M"Uone 

1975 ---------------------------------------------~-------------- $25 

i:~~ ====================~======================================= ~ (section 1525(c)) 

STATEWIDE HEALTH COORDINATING COUNCIL 

General Requirementa 
The Senate ~ill con~ains a provision, not included in the House 

ame~dment, whiCh reqmres that a health systems agency with a Health 
serviCe ar~a: that .falls within the boundaries of one or more States 
must participate m the ~HCC for each State (section 1425(b)(1) ). 

The conference substitute conforms to the Senate bill (section 
1524(b) (1)(A) ). . 

In addition, the Senate bill contains a provision, not included in 
~he House amendment, that each health systems agency must assume 
Its share of the costs of operation of the SHCC (section 1425(b) (2) 
(A)). 
Th~ conference substitute conforms to the House amendment. 
Thirdly, the Senate bill contains a provision not included in the 

House amendment, that the State must contrib~te 40 percent of the 
costs. of operation if the Governor appoints members to the SHCC 
(section 1425(b) (2) (B)). 

The conference substitute conforms to the House amendment 
I~stly, the S~nate bi~l s~ecifies that agencies must make av~ilable 

t~eir plans f_or mtegr~twn mto the State health plan and make revi­
SIOns as reqmred (sectiOn 1425 (b) ( 3) ) . 

The J:Iouse am~ndment has no corresponding provision, but the 
SH~C m prepa:rmg the ~tat~ health pla:n may revise HSP's to 
achieve appropriate coordmatwn or effectiveness (section 1424(c) 
(2)). 

The conference substitute conforms to the Senate bill but adds to 
the _Senate provision the House spec!fication that th~ SHCC in pre­
parmg th~ State heal~h plan may .revise HSP's to achieve appropriate 
coordmahon or effectiveness (sectiOn 1524( c) (2) ). 

General Requirements 
COMPOSITION 

The Senate bill specifies. that a majority of the members shall be 
c~msumers who are not providers or governmental representatives (sec­
tion 1425(c) (1) (C)). 

The House amendmen~ is the same as the Senate bill except that 
governmental representatives may also be consumer members (section 
1424(b) (1) ). . ' 
. The conference substitute conforms to the House amendment (sec­

bon 1524(b) (1) ). 
The Senate bill furth~r contains a provision, not included in the 

House. amendment, that 1f two or more VA medical facilities are lo­
cated m a State, the SHCC shall include in addition to the appointed 
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members, a VA representative as an ex officio member (section 1425 (c) 
(1)(A)). 

The conference substitute conforms to the Senate amendment (sec-
tion 1524(b) (1) ). . . . . 

The House amendment, finally, contains a. provision, not mcluded 
in the Senate bill that not less than one third of the members of a 
SHCC who are p;oviders of health care shall be "direct providers" of 
health care (section 1424(b) (1) (C)). 

The conference substitute conforms to the House amendment (sec-
tion 1524(b) (1) ). 
Local Agency Representation . 

The Senate bill specifies that at least 60 percent of the membership 
shall be representatives of health systems agencies (section 1425 (-c) ( 1) 
(B)). . 

The House amendment specifies that at least two thuds ?f the m~m­
bership shall be representatives of health systems agencies (section 
1424(b)(1)(B)). . . 

The conference substitute conforms to the Senate hill (section 1524 
(b)(1)). .. . .. . ldd' 

The Senate bill, in addition, contams a J?roviswn, ~ot me u e m 
the House amendment, that the Governor IS to appomt agency r~p­
resentatives :from nominees submitted by the health systems agencies 
(section 1425(c) (1) (A)). . . 

The conference substitute conforms to the Senate bill (sectiOn 
1524(b)(1)). . . . . 

Further, the House amendment contams a provision, not mcl~ded 
in the Senate bill that of the health systems agency representatives, 
one half shall be 'consumers and one half shall be providers (section 
1424(b) (1) (A)). . . 
· The conference substitute reqmres that at least one half of e~ch 
HSA's representatives on the SHCC be consumers (sectiOn 
1524(b) (1) ). 

Lastly, the Senate bill contains a :provision, not included in ~he 
House amendment, that if the govermng bo~y of a local ag~nc:y ill­

eludes a member representative of health man~tenance org~mzatw.ns, 
the SHCC shall include a member representative of HMO s (sectwn 
1425 (c) ( 1) (A) ) . 

The conference substitute conforms to the House amendment. 
Governor's Representatives 

The Senate bill specifies that the number of members appointed by 
the Governor (other than members from the health systems agencies) 
may not exceed 40 percent of the total membership (section 
1425(c) (1) (B)). 

The House amendment specifies that the number of members ap­
pointed by the Governor may not exceed one third of the total member­
ship (section 1424(b) (1) (B)). 

The conference substitute conforms to the Senate bill (section 
1524(b)(1)). 

FUNCTIONS: STATE HEALTH PLAN 

The Senate bill specifies that the SHCC, taking into account the 
preliminary State health plans, is to prepare, review, and revise as 
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necessary a short-term State health plan which is to be made up of the 
SPP's of the health systems agencies within the State and a long-range 
State health plan made up of the LG P's of the health systems agencies 
within the State (section 1425 (e) ( 1) ) . 

The House amendment specifies that the SHCC is to prepare, review, 
and revise as necessary a State health plan which shall be made up 
of the HSP's of the health systems agencies within the State (section 
1424(c)(2)). · 
· The conference substitute requires only a single State health plan 
(section 1524(c) (2) ). 

Further, the Senate bill contains a provision, not included in the 
House amendment, which requires the SHCC when preparing and/or 
revising a State health plan to conduct a public hearing on the plan 
as pr~posed, publish a notice ?f its consi~eration of the proposed plan, 
and giVe :people an opportumty to submit comments on the plan (sec­
tion 1432(a) ). 

The conference substitute conforms to the Senate bill (section 
1524(c)(2)). 

REVIEW OF LOCAL AGENCY PLANS 

The House amendment contains a provision, not included in the 
Senate bill, that the SHCC is to review annually and coordinate 
the HSP and AlP of each health systems agency with the State 
and report to the Secretary its comments on such plans (section 
1424(c) (1) ). 

The conference substitute conforms to the House amendment (sec­
tion 1524(c) ). 

DEFINITION OF PROVIDER OF HEALTH CARE 

The House amendment contains a provision, not included in the 
Senate bill, that a distinction be made between a "direct provider" 
and an "indirect provider" of health care. A direct provider is an in­
dividual whose primary current activity is the provision of health 
care to individuals or the administration of health care :facilities and 
who, as required bY. State law, has received professional training and 
is licensed or certified. Indirect providers are individuals who have 
certain fiduciar;y positions or financial interests, who are members of 
immediate families, or who are engaged in issuing health insurance 
(section 1431 (c)). 

The conference substitute conforms to the House amendment but 
lists examples o:f direct providers (section 1531(3) ). 

CENTERS FOR HEALTH PLANNING 

The House amendment contains a provision, not included in the 
Senate bill, that directs the Secretary to assist (by grant or contract) 
entities in meeting the costs of planning and developing new centers, 
and operating existing and new centers, :for multidisciplinary health 
plani1mg development and assistance. At least five centers are to be 
m operation by June 30, 1976. Further, th House amendment author­
izes $5 million :for fiscal year 1975, $8 million :for fiscal year 1976, and 
$10 million :for fiscal year 1977 (section 1434). 
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The conference substitute conforms to the House amendment (sec­
tion 1534). 

NATIONAL HEALTH PLANNING INFORMATION CENTER 

The House amendment contains a provision,. not incl:uded in the 
Senate bill, that directs the Secretary to establish a nati?nal health 
planning information center to support the health planmn_g and re­
sources development programs of health . sys~ems age_nmes, St!lte 

cies, an:d other entities, and to provide mformat10n (section 
1 (c)). 

The conference substitute conforms to the House amendment (sec-
tion 1533(c) ). 

CERTAIN UNIFORM SYSTEMS 

The Senate bill contains a provision, not ~nclu~ed. in the House 
amendment requiring the Secretary to establish withm one year. of 
the date of ~nactment the following: a uniform syst~m for calculat;ng 
the aggregate cost of operati?n ':nd _the aggreg_a.te volume of serviCes 
provided by health service mst1tut10ns; a umform ~ystem fo~ cost 
accounting and calculating the volume of such se"!'V'Ices; a umform 
system for calculating rates to be charged_ to J:eal~h I~surers and ?ther 
health institutions payors l;>Y l;eal~h ~rv1ce mstltut~ons; a class1fica" 
tion system for health service mst1tut10n~; and a umform system for 
the reporting of costs and volume of serviCes and rates by health serv-
ice institutions (section 1433 (c) ) . . . . 

The conference substitute conforms to the Senate bill With mmor 
modifications (section 1533 (d) ) . 

REVIEW BY THE SECRETARY 

Local Agencies . . . 
The Senate bill specifies that the Secretary 1s authorize~ to review 

the structure operation and performance of the functiOnS of the 
health system's agencies (section 1434 (c) ) . . . 

The House amendment is the same except that such review IS re­
quired to be made by the Secretary (section 1435 (c) ). 

The conference substitute conforms to the House amendment (sec-
tion 1535( c)). 
State Agencies . . 

The Senate bill further specifies that the Secretary lS author!zed 
to review the structure, operation, and performance of the functwns 
of State Agencies (section 1434 (d) ) . . . 

The House amendment is the same except that such review IS re­
quired to be made by t_he Secretary (section 1435(d) ). 

The conference substitute conforms to the House amendment (sec-
tion 1535(d) ). 

WAIVER AUTHORITY 

The Senate bill contains a provision, not included in the Ho:use 
amendment, that at the request of ~he Gov~rnor of a State applymg 
for a waiver, the Secretary shall waive reqmremen~s f~r establishment 
of health service areas and health systems agenmes, If he finds that . - . -

a State applying for assistance under the planning title or the Hill­
Burton title--

(1) bas no county or municipal public health institutions or 
de.J?artments, and 
· (2) has, prior to tlie date of enactment, maintained a health 

plannine; system which substantially complies with the purposes 
of this title. · 

The Senate bill further has a provision, not included in the House 
amendment, that a State receiving a waiver and otherwise meeting 
the requirements of the planning title shall be eligible for assistance 
authorized by the planning title (section 1436). 

The conference substitute conforms to the Senate bill (section 
1536). 

This section is directed at any state which has successfully oper­
ated a statewide health planning system and which continues to main­
tain a health planning system which substantially complies with the 
purposes of this Act. It is intended to provide for meaningful par­
ticipation within the state~de health planning system by P.roviders, 
consumers, government offimals, and pnvate nonprofit planmng agen­
cies, and to encourage the· continuation of those relationships or 
pr~cedures. where agencies in the private sector are performing 
satisfactorily. 

TITLE. AMENDED 

The Senate bill amends title VI of the PHS Act with a new text 
for the Hill-Burton program (section 201). 

The House amendment adds a new title XV to the PHS Act con­
taining a new text for the Hill-Burton.pro~am (section 4). 

The conference substitute adds a new title XVI to the PHS Act 
containing a new text for the Hill-Burton program (section 4). The 
new title number is used because a new title has been added to the 
P~S Act by another public law since the House amendment was 
written. . .. 

ASSISTANCE AUTHORIZED 

The Senate bill authorizes allotments to States for grants, and proj­
ect grants and loans and loan guarantees (with interest subsidies) 
to be~ade by the Secretary. Grants by the Secretary are to be made 
to :pubbc and no~profit J?~i:rate entities for .con~truction and moge.~i­
zatlon of outpatient fac1ht1es and modermzatlon of health faCilities 
which will serve medically. underserved populations. The amount of 
any such grant is not to exceed 75 percent of the cost of the project 
unless the project is in an urban or rural poverty area, inwhich case 
the grant may cover 100 percent of such costs (sections 600, 610, and 
612). 

The House amendment authorizes similar allotments to the States 
and allots to the States the principal of loans and loan guarantees 
(with interest subsidies), rather than having sucli loans and loan guar­
antees administered by the Secretary. In addition the House amend­
ment specifies that not more than one-third of a State's allotment for 
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grants may be used for construction of new facilities for inpatient 
services (parts B and C)· d t 

The conference substitute conforms to the House amen ment excep 
that· bl' 

· (1) The Secretary is authorized to make grai!ts t? pu lc en-
tities for projects which will eliminate or prevent tmmme~t safety 
hazards or a. void noncompliance with State or volun~ary l;censure 
or accreditation standards. The amount of such p_ro.J~ts IS not to 
exceed 75 percent of the cost of the project unless 1t Is m an urban 
or rural poverty area, in which case the amount may cover up to 
100 percent of the cost. , f 

(2) No more than 20 per centum of any States allotmeJ!t .. or 
grants is to be used for new construction of inpatient facilities 
(section 16ll(d) (1) ). . . . 1' h h 

Funds for project grants to pubhc entities to a~comp IS t e pu~­
oses of part D by the Secretary are to be provide<f: th!ough a 22 

~ercent earmark of any appropnations under authorizatiOns of ap-
propriations for allotments to States. -·· 

PROJECTS AUTHORIZED 

The Senate bill authorizes assistance for: · . 
(1) Construction and modernization of pubhc or other non-

profit outpatient facilities, and . . . 
(2) Modernization of public or other non-profit ?ealth facthtles 

which will serve medically underserved populabOD;S. ~r popula­
tions which without the modernization of s-qch facilities, would 
be designat~d medically unde!Be_rved P?P~lations, as _may be nec­
essary m conjunction with ex1stmg faci1itles, to furmsh adequate 
health' care service (section 600). 

The House amendment authox:izes a~i~~;tnce for: 
( 1) Modernization of mediCal facihhes ; . . . . 
( 2) Construction of new o-qtpat~ent medic:al faCil~t~~s; . . 
{3) Construction of new mpah.en,t mediC!!.~ facthhes m areas 

which have experienced rapid recent population growth (as de-
fined in regulations of the Secreta~]") ; and. . ·. . . 

( 4) Conversion of existing medical faCilities for the provisiOn 
of new health services (section 1501). · 

The conference substitute conforms to the House a~D;endment except 
that not less than 25 percent of any State's allotme~t IS to be used for 
the construction of outpatient facilities serving medically underserved 
populations, and the Secretary is to see~ to assure that half .of these 
funds are used in rural areas and half m urban areas (sectlon 1601 
and section 16ll(d) (2) ). 

G:ENERAL REGULATIONS 

Definition of Medical Facility .. 
The Senate bill defines the term health f~cility to me17D; a faCihty 

which provides to patients the services of licensed phy~ICians and a 
reasonably full range of diagnostic and treatment services, or a re­
habilitation facility (section 627 ( 3) ) . 
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The House amendment defines the term medical facility to mean a 
hOs,Pital, ~;:mblic health center, outpatient medical facility, rehabili­
tatiOn facility, fa~ility for long-term care, or other facility for the 
provision of health care to &Jllbu1atory patients (section 1534(13) ). 

The conference substitute conforms to the House amendment. 
Priorities 

The Senate bill and the House amendment each contain a provision 
requiring the Secretary to establish priorities among projects to. be 
assisted. The priorities in the two provisions are somewhat different 
and the conference substitute compromises by combining all of the 
priorities jn both provisions (section 1602(a) (I)). 
· The Senate bill contains a provision, which IS not included in the 

House amendment, requiring the Secretary by regulation to prescribe 
the manner in which assisted entities are to comply with r89.uired 
assurances and the means by which they will demonstrate compliance. 
Reports are required and there is a specific provision barring any 
waiver from the reporting requirement (section 620 (f)). 

The conference subst1tute conforms to the Senate bill (section 
1602(a) (6) ). 

Requirements Respecting Provil)ion of Services 
Both the Senate bill and the House amendment provide that the 

Secretary's re~ulations are to require the State plan to provide for 
adequate facihties to furnish needed health serviCes for persons un­
able to pay (Senate section 620(e) and House section (a) (5) ). 

In addition, the House amendment specifies that the regulations are 
to require that the State plan provide adequate facilities for all per­
sons residing in the State. Further, the Secretary may by regulation 
require that State agency secure from an applicant for assistance sat­
isfactory assurances respecting the provision of services to all residents 
and respecting the provision of a reasonable volume of services to 
persons unable to pay for those services (section 1502(b) ). 

The conference substitute conforms to the House amendment (sec­
tion 1602(b) ). 

Scope of the State Plan 
STATE PLAN 

The Senate bill requires approval of a State plan as a condition to 
the receipt of allotments. In addition, a project to be assisted under an 
allotment must be included within the State plan and an application 
therefor must be submitted through the State Agency (section 
603(a) ). 

The House amendment requires approval of a State plan as a con­
dition to the receipt of allotments and loans and loan guarantees. 
Projects to be assisted through allotments or loans or loan guarantees 
must be included within the State plan and an application therefor 
must be submitted through the State Agency ( sectwn 1504). 

The conference substitute conforms to the House amendment (sec­
tion 1603). 

Role of the Statewide Health Coordinating Oownoil 
The Senate bill requires that the State plan must be approved by 

the Statewide Health Coordinating Council as consistent with the 
State health plan developed under title XIV (section 602(a) (3) ). 



The House amendment contains no corresponding provision, but 
requires the State plan to be consistent with the State health plan 
developed under title XIV (section 1503(a) (3) ). 

The conference substitute conforms to the Senate bill (section 
1603(a) (3) ). 

PROJECT APPROVAL 
Findings as to Need 

The Senate bill requires findings as to need as a condition to receipt 
of assistance through allotment~ ( sectio~ 603 (b) ( 9) ) . . . 

The House amendment reqmres. findmgs as to need as a condition· 
to receipt of assistance under loans and loan guarantees as well as 
allotments (section 1504(b) (1) (A)). 

The conference substitute conforms to the House amendment (sec­
tion 1604(b) ). 
Assurances Respecting Adequate Financial Support for Projects Serv­

ing Urban or Rural Poverty Areas 
The Senate bill specifies that Federal assistance provided outpatient 

facilities (or individuals served by such facilities) may be considered 
as financial support in determining if reasonable assurance can be 
given that adequate financial support will be available for the projects' 
maintenance and operation (section 603 (b) ( 5) ) . 

The House amendment contains no corresponding prov~sion. . 
The conference substitute conforms to the Senate bill (section 

1604(b) (1) (E)). 
• Special Requirement fOr Outpatient Facility Projects 

The Sen·ate bill contains a provision, not included in the House 
amendment, which provides that reasonable assurance must be given 
that the services of a general hospital will be available to patients of 
an outpatient facility who need hospital care, in the case of any proj­
ect for an outpatient facility (sections 603(b) (8), 613(b) (8) ). 

The conference substitute conforms to the Senate bill (section 
1604(b) (1) (E)). 
Special Provi8ions for Outpatient Facility Projects 

The House amendment contains a provision, not included in the 
Senate bill, which provides that for a modernization project for an 
outpatient facility which will provide general purpose health services, 
which is not part of a hospital, which will serve a medically under­
served population and for which not more than $20,000 is sought under 
allotments or loans: 

(1) The Secretary may waive requirements respecting moderni­
zation and equipment standards, and title to the project site, and 

{2) The Federal share may not exceed 100 percent of the first 
$6,000 and two-thirds of the next $21,000 of the project costs 
(sections 1504(b) (2) and 1534(2) (A)). 

The conference substitute conforms to the House amendment 
(section 1604(b) (2) ). 
Assurances Respecting Persons to be Served 

The Senate bill requires that applications must contain reasonable 
assurances that project facilities will be made available to all persons 
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residing or employed in the areas served by the facilities (sections 
603 (b) (10) and 614(b) {9)). 

';['he H?use amendment is identical except that no assurance is re­
qmred with respect to persons employed in an area to be served by a 
project (section 1504(c) {2)"(A) ). 

The conference substitute conforms to the Senate bill (section 
1604(b}(1}(J)). 

Formula for Allotments 
ALLOTMENTS 

The Senate bill provides that allotments are to be made by the States 
on the basis of the existing Hill-Burton formula for allotments for 
construction projects (section 601 (a)). 

The House amendment provides that allotments are to be made 
among the States on the basis of the population the financial need 
and ~he need for medical facilities projects of the respective State~ 
(sectiOns 1510(a) and 1521(a) ). · 
. The conference substitute conforms to the House amendment (sec-

tion 1610(a) ). - ·· -. · 
Reallotment 

The ~ouse ~mendme~t contains a provision, not included in the 
Senate btll, whtch authonzes the Secretary to reallot unobligated allot­
ment~ at the end of the second fiscal year after the al1otment is made 
( sectwns 1510 (c) and 1521 (b)). 
. The conference substitute conforms to the House amendment (sec-

tiOn 1610(c) ). ·· 

Interest Rates 
LOANS AND LOAN GUARAI\"TEES 

The Senate bill provides that the interest rate on a loan shall be the 
current prevailing rate of interest minus the lesser of (1) onechalf of 
such rate, or (2) 4% percent (section 614(a) (1} ). 

The House amendment provides that the interest rate on a loan shall 
be the current prevailing rate of interest minus 3 percent (section 
1522(b)(2)(I>)}. 

The C?~fer~nce substitute contains a compromise applying the Sen­
ate proVISIOn m poverty areas and the House provision in other areas. 
Interest Subsidies 

The Senate bill provides that th~ Secretary is to pay on behalf of 
the ~older of a guaranteed loan an mterest subsidy which will reduce 
the mterest ra~. payable on t~e loan to the lesser of (1) one-half the 
current prevailing rate of mterest. or (2) 4% percent (.section 
614(b)(2)). ' 

The House amendment provides that the Secretary shall pay on 
behalf of the holder of the guaranteed loan an interest subsidy which 
shall redu~e by 3 percent the effective rate of interest payable on such 
loan (sectiOn 1520(b) on). 

The C?~fer~nce substitute contains a compromise applying the Sen­
ate proVIsion m poverty areas and the House provision in other areas. 
Ceiling on Loam and Loan Guarantees 

The Senate bill provides that a loan or a loan guarantee ma:y not 
t)Xceed 90 percent of the costs of a project unless the project is m an 



urban or rural poverty area, in which case the loan or loan guarantee 
may cover 100 percent of s~ch costs (section 611 (b)). . . 

The House amendment IS the same except that no mcrease IS per­
mitted with respect to projects in urban or rural poverty areas (section 
1534(2)(C) ). 

The conference substitute conforms to the Senate bill. 

WITHHOLDING OF PAYMENTS AND OTHER ACTIONS 

Special Office 
The Senate bill contains a provision, not includ~d in the House 

amendments which directs the Secretary to establish a permanent 
office in HEW to review compliance with the requirements applica.ble 
to the receipt of assistance under the Hill-Burton program (sectiOn 
621(c) (1) ). 

The conference substitute conforms to the Senate bill but excludes 
the requirement for the establishment of a permanent office in HEW 
(section 1612). . 
.Action by the Secretary and Other8 

The Senate bill contains a provision, not included in the House 
amendment, which specifies that, if the Secretary finds an entity has 
failed to comply with assurances, he shall either withhold payments 
to such entity or affect compliance by other means authorized by exist­
ing law. It further provides that actions to enforce compliance may be 
brought by a person other than the Secretary, if the Secretary has 
either dismissed a complaint made to him by such person or has failed 
to act on such complaint within six months after the date on which it 
was filed with him (section 621 (c) (2)(3)). 

The conference substitute conforms to the Senate bill (section 
1612). 

JUDICIAL REVIEW 

The Senate bill contains a provision, not included in the House 
amendment, which provides that any entity which will be adversely 
affected by an action taken by the Secretary to enforce the requirements 
applicable to receipt of assistance may seek review in the U.S. Court 
of Appeals of such action (section 622). 

The conference substitute conforms to the Senate bill. 

WAIVER OF RECOVERY REQUIREMENT 

The Senate bill contains a provision, not included in the House 
amendment, which provides that the Secretary may waive the right 
of the United States, to recover assistance provided for a project, if: 

(1) The amount which could be recovered is applied to the 
development, expansion, or support of another health facility and 
such other health facility has been approved by the Statewide 
Health coordinating Council as consistent with the applicabl~ 
State health plan, or 

(2) The Secretary determines there is good cause for such 
wa1ver. Any such waiver may only apply to up to 90 percent of 

the cost of a proj~t and only with respect to actions occurring 
either within one year b.;lfore the date of enactment or after the 
date of enactment (section 623 (b) ) • 
The conference su~titute conforms to the Senate bill. 

RECORDS, AUDITS AND FINANCIAL STATEMENTS 

The Senate bill provides that en;tities which receiv~" &S~~ista.nce are 
to keep records respecting such ass1;;tance and that the Secretary and 
the Comptroller General are authonzed to have access to these records 
for the purpose of audit, Further, the bill requires that assisted en­
tities are to file certain financial statements annually (section 624). 

The House amendment provides only that assisted entities are to 
file certain financial statements annually (section 1535). 

The conference substitute confo!'ms to the Senate bill. 

TJ!lCHNICAL ASSIS'l'ANCE 

The Senate bill contains a· provision, not included .. in the House 
amendment, w~ich ID;rects the S~rc:tary to provide ~ical ~nd 
other nonfinanCial assistance to ent1t1es to assist them m developmg 
applications for assistance. The Secretary is also required to inform 
eligible entities of the availability of assistance (section 626). 

The conference substitute conforms to the Senate bill. 

FEDERAL HOSPITAL COUNCIL 

The House amendment contains a provision, not . included in the 
Senate bill1 which continues the existin~ Federal Hospital Council. 
The provisiOn specifies that the Council1s to approve the Secretary's 
general regulatwns under new title XV. The amendment further 
provides that if the Secretary disapproves a State plan, the Council, 
upon the request of the State Agency, shall review the decision of 
the Secretary and may approve the plan (sections 1503(b), 1532). 

The conference substitute conforms to the Senate bill but requires 
that the National Council on Health Planning and Development 
established in title XIV shall advise the Secretary with respect to 
. programs under new title XVI. 

DEFINITIONS 
0 0'/UJtructit:m 

The Senate bill defines the term "construction" so as to include the 
c~ of off-site improvements and the cost of the acquisition of land 
(section 627(1) ). 

The House amendment defines the term "construction" to exclude 
the cost of off-site improvements and, exceft with respect to public 
hep.lth cent~rs, the cost of the acquisition o land (section 1534(9) ). 

The conference substitute conforins to the House amendment. 
Oost 

The Senate bill defines the term "cost" to exclude any amount found 
by the Secretary to be attributable to expansion of the bed capacity 
of any facility (eection 627(6) ). 
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The House amendment contains no comparable exclusion (section 
1534(10)). . 

The conference substitute conforms to the Ho~se a~endment w1th 
respect to new construction and the Senate b1ll with respect to 
·modernization. 
Title 

The Senate bill defines the term "title" to mean an estate or interest 
which assures use and possession for a period of (1) not less than 
20 years in the case of a grant, or (2) in the case of a loan or loan 
guarantee, the term of . repayment of the loan made or guaranteed 
(section 627(9) ). 

The House amendment defines the term "title" to mean an estate 
or interest which assures use and possession for a period of not less 
than 25 years (section1534(12) ). 

The conference substitute conforms to the Senate bill. 
Federal Share . . . 

The Senate bill provides that, in the case of a project assisted under 
an allotment:, the Federal share should be not more tha;n the lesser of 
(1) two-thirds or (2) the State allotment percentage (l:f the percent­
age is less thall 50 percent, the pe~centage ~hall be deemed . to. be ~0 
percent). The Senate bill also proVIdes that m the case of a proJect m 
a rural or. urban poverty area the Federal share may be 100 percent 
(section 627 ( 11) ) . 

The House amendment provides that in the case of a project to be 
assisted under an allotment the Federal share may not exceed two­
thirds (section 1534 ( 2) ) . 

The conference substitute conforms to the House amendment but 
retains the Senate provision allowing a 100 percent Federal share in 
poverty areas. 

AUTHORIZATIO::.S OF APPROPRIATIONS 

The Senate bill authorizes for allotments and project grants for fis­
cal year 1975, $1~5 .million; fiscal ye!"'r 1976, $125 ~illion; and fiscal 
year 1977 $125 m1lhon. The Senate bill further provides that one-half 
of the sm'ns appropriated are to be used for allotments and onE:-half 
are to be used for project grants. The bill further authorizes such sums 
for loans and interest subsidies as may be necessary for fiscal years 
1975,1976, and 1977 (section 625). 

The House amendment authorizes for allotments for fiscal year 
1975, $125 million; fiscal year 1976, $150 million; a;nd fiscal y~ar: 197_7, 
$175 million. The House amendment also authorizes ~0 ~Ilh.on m 
the aggregate for fiscal years 1975, 1976, and 1977 for cap1tahzat10n of 
the loan and loan guarantees fund (sections 1513, 1522(e) (2) ). 

The conference substitute authorizes for allotments and project 
grants for fiscal year 1976, $125 million, fiscal year 1976, $130 milhon, 
and fiscal year 1977,$125 million. The conference substitute authorizes 
such sums as may be necessary for capitalization of the loan and loan 
guarantee fund. Twenty-two percent of any funds appropriated are 
to be used by the Secretary for project grants (section 1613). 

I 
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TB:iNBl'fiONAL PROVISIONS 

The House amendment contains a provision not included in the 
Senate bill, which provides that any State whi~h in fis~al year 1975 
or the next year has funds available for obligation from Its allotments 
under part A of title VI of the PHS Act may in such year use for the 
proper and efficient administration during such year of its State plan 
approved under such part an amount of such funds which does not 
exceed 4 per centUm. of such funds or $100,000 whichever is less (sec­
tion 5(b) ). 

The conference substitute conforms to the House amendment. The 
bill, as amended, includes authorizations for appropriations under 
~xisting sections 314(a), 314(b), 304, and existing title IX so as to 
InsUre a smooth transition to the new program. The conferees noted 
their expectation that the Secretary will impose conditions on grants 
made under this authority to insure that funds will be used to effect the 
transition rather than merely to continue the old pro~. The con­
ferees have not included an authorization for appropnations for fiscal 
1975 under title VI and therefore do not contemplate that appropria­
tions will be made under that authority pursuant to a continuing 
resolution. 

ADVISORY COMMI~ 

The House amendment contains a provision, not included in the 
Senate bill, concerning advisory committees. Under the House amend-
1Uent advisory committees established by or pursuant to the PHS 
Act, Developmental Disabilities Act, Community Mental Health Cen­
ters Act, and Alcoholism Act are to terminate at such time as may be 
specifically prescribed by an Act of Congress enacted after the date 
of enactment (this waives application of the Federal Advisory Com­
mittee Act) . The House amendment further provides that the Sec­
retary of HEW is to report to the committees within one year after 
the date of enactment on the purpose and use of each such advisory 
committee and his recommendations respecting the termination of 
each such advisory committee (section 6). 

The conference substitute conforms to the House amendment. 

RADIATION HEALTH AND SAFETY 

The Senate bill provides that the PHS Act provisions respecting 
radiation safety are amended to add the following: 

(1) A requirement that the Secretary of HEW issue criteria 
and standards for accreditation of schools with programs for 
training radiologic technicians, medical and dental practitioners, 
dental hygienists and dental assistants; 

(2) A requirement that the Secretary of HEW issue criteria 
and standards for licensure of radiologic technologists; 

(3) A requirement that the Secretary of HEW review and 
approve voluntary certification programs and license individuals 
certified under approved programs; 

( 4) A requirement that either the State adopt the Secretary's 
standards for accreditation or the Federal standards become ap-
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plicable to the State. An adequate State program must be adopted 
in two years (or pursuant to the Secretary's extension, in four 
years); · 

( 5) A requirement similar to item 4 for licensure of radiologic 
technologists ; 

(6) Authority for (A) grants to States or designated profes­
sional or~anizations to pian, develop or establish programs under 
this provision (two-thirds in the first year, one-third in the second 
year) , and (B) grants to educational institutions; 

(7) A requirement for annual review by HEW of accreditation 
and licensure programs; 

(8) Prohibition on application .of "potentially hazardous radi­
ation" by unlicensed personnel effective three (or five) years after 
date of enactment; and 
· (9) Authority for district courts to restrain violations and to 

impose civil penalties of up to $1,000 per violation (section 403). 
··The House amendment contains no corresponding provision. 
The conference substitute conforms to the House amendment except 

that conferees noted their intention to examine the subject in hearings 
during the next year. 

I 
i. 

.. '· 

:.-j 

HARLEY 0. STAGGERS, 
PAuL G. RooERS, 
DAVID SATTERFIELD, 
PETER KYRos, 
RICHARDSON PREYER, 
J. w. SYMINGTON, 
WM. R. RoY, 
s. L. DEviNE, 
ANCHER NELSEN' 
TrM LEE CARTER, 
J. F. HASTINGS, 
H. JOHN HEINZ III, 
WILLIAM HUDNUT, 

Managers on the Part of the House. 
Enw AliD KENNEDY, 
HARRISON WILLIAMS, 
GAYLORD NELSON, 
THOMAS F. EAGLETON' 
ALAN CRANSTON' 
HAROLD E. HUGHES, 
CLAmOJ.tNE PEI,L, 
WALTER F. MoNDALE, 
WILLIAM D. HATHAWAY, 
D;rcK ScHWEIKER, 
J. JAVITS, 
PE'l'ER H. DoMINICK. 
J. GLENN BEALL, Jr., 
RoBERT TAFT, Jr., 
RoBERT T. STAFFoRD, 

Managers on the Part of the Senate. 

0 



S.2994 

RintQtthird Q:ongrtss of ~ht llnittd ~tatts of amtrica 
AT THE SECOND SESSION 

Begun and hel4 at the City of Washington on Monday, the twenty-first day of January, 
one thousand nine hundred and seventy-four 

9n 9ct 
To amend the Public Health Service Act to assure the development of a national 

health policy and of effective State and area health planning and resources 
development programs, and for other purposes. 

Be it enacted by the Senate and House of Represerntatives of the 
United States of America in Congress assembled, 
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SECTION 1. This Act may be cited as the "National Health Planning 
and Resources Development Act of 1974". 
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FINDINGS AND PURPOSE 

Soo. 2. (a) The Congress makes the following findings: 
( 1) The achievement of equal access to quality health care at a 

reasonable cost is a priority of the Federal Government. 
( 2) The massive infusion. of Federal funds into the existing 

health care system has contributed to inflationary increases in the 
cost of health care and failed to produce an adequate supply or 

· distribution of health resources, and C()nsequently has not made 
~ible equal access for everyone to such resources. 

(3) The many and increasing responses to these problems by 
the public sector (Federal, State, and local) and the private sector 
have not resulted in a comprehensive, rational approach to the 

present\) lack of uniformly eifective methods of delivering 
health care; 

(B) maldistribution of health care facilities and man-
power; and · 

(C) increasing cost of health care. . 
( 4) IncreaSes in the cost of health care, particularly of hospital 

stays, have been uncontrollable and inflationary, and there are 
presently inadequate incentives for the use of appropriate alter­
native levels of health care, an.d for the substitution of ambula­
tory and intermediate care for inpatient hospital care. 

{ 5). Since the health care provider is one of the most important 
participants- in any health care delivery system, health policy 
must address the legitimate needs and concerns of the provider 
if it is to achieve meaningful re8ults; ·a.n.d, thus, it is imperative 
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that the provider be encouraged to play an active role in develop-
ing health policy at all levels. · 

( 6) Large segments of the public are lacking in basic knowl­
edge regarding proper personal health care and methods for 
effective use of available health services. 

(b) In recognition of the magnitude of the problems described in 
subsection (a) and the ur~ency placed on their solution, it is the 
purpose of this Act to facilitate the development of recommendations 
for a national health planning policy, to augment areawide and State 
planning for health services, manpower, and facilities, and to author­
ize financial assistance for the development of resources to further 
that policy. -

:REVISION OF HEA!.OTH PLANNING PROGRAMS UNDER THE 
PUBLIC HEALTH SERVICE AOT 

SEO. 3. The Public Health Service Act is amended by adding at 
the end the following new title: · 

"TITLE XV-NATIONAL HEALTH PLANNING AND 
DEVELOPMENT 

"PART A-NATIONAL GUIDELINJil! FOR HEAIJJ'H PLANNING 

"NATIONAL GUIDELINES FOR HEALTH PLANNING 

"SEO. 1501. (a) The Secreta;ry shall, within eighteen months after 
the date of the enactment of th1s title, by regulation issue guidelines 
concerning national health planning policy and shall, as 'he deems 
appropriate, by regulation revise such guidelines. Regulations under 
this· subsection shall be promulgated in accordance with section ti53 
of title 5, United States Code. 

"(b) The Secretary shall include in the guidelines issued under 
subsection (a) the following: 

"(1) Standards respecting the appropriate supply, distribu­
tion, and organization of health resources. 

"(2) A statement of national health planning goals developed 
after consideration of the priorities, set forth in section 1502, 
which goals, to the maximum extent practicable, shall be 
expressed in quantitative terms. · · . 

"(c)· In issuing guidelines under subsection (a) the.Secretary shall 
consult with and solicit recommendations and comments from the 
health systems agencies designated under part B, the State health 
planning and development agencies designated under part C, · the 
Statewide Health Coordinating Councils established under part C, 
associations and specialty societies representing medical and other 
health care providers, and the National Council on Health Planning 
and Development established by section 1503. 

"NATIONAL HEALTH PRIORITIES 

"SEO. 1502. The Congress finds that the following deserve priority 
consideration in:,the formulation of national health planninggoals 
and in the development and operation of Federal, State, and area 
health ~Ianning and resources development programs: 

' ( 1) The provision of primary care services for medically 
underserved populations, especially those which are located in 
rural or economically depressed areas. 
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"(2) The development of multi-institutional systems for coordi­
nation or consolidation of institutional health services (including 
obstetric, pediatric, emergency medical, intensive and coronary 
care, and radiation therapy services). 

"(3) The development of medical group practices (especially 
those whose services are appropriately coordinated or integrated 
with institutional health services), health maintenance organiza­
tions, and other organized systems for the provision of health 
care. 

" ( 4) The training and increased utilization of physician assist­
ants, especially nurse cliniciallS. 

"(5) The development of multi-institutional arrangements for 
the sharing of support services necessary to all health service 
illStitutiollS. 

"(6) The promotion of activities to achieve needed improve­
ments in the quality of health services, including needs identified 
by the review activities of Professional Standards Review Orga­
nizations under part B of title XI of the Social Security Act. 

"(7) The development by health service institutiollS of the 
capacity to provide various levels of care (including intensive 
care, acute general care, and extended care) on a geographically 
integrated basis. · 

" ( 8) The promotion of activities for the prevention of disease, 
including studies of nutritional and environmental factors affect­
in~ health and the provision of preventive health care services. 

'(9) The adoption of uniform eost accounting. simplified 
reimbursement, and utilization reporting systems and improved 
management procedures for health service institutions. 

"(10) The development of effective methods of educating the 
general public eoncerning proper personal (including preventive) 
health care and methods for effeetive use of available health 
services. 

":s-ATIONAI, COUNCIL ON HEALTH PLANNING AND DEVELOPMENT 

"SEc. 1503. (a) There is established in th{' Department of Health, 
Education, and Welfare an advisory council to be known as the 
National Council on Health Planning and Development (hereinafter 
in this section referred to as the 'Council'). The Council shall advise, 
consult with, and make recommendatiollS to, the Secretary with 
respect to ( 1) the development of national guidelines under section 
1501, (2) the implementation and administration of this title and 
title XVI, and (3) an evaluation of the implications of new medic.al 
technology for the organization, delivery, and equitable distribution 
of hea.lth care services. 

"(b) ( 1) The Council shall be composed of fifteen members. The 
Chief Medical Director of the V eterallS' Administration, the Assistant 
Secretary for Health and Environment of the Department of Defense, 
and the Assistant Secretary for Health of the Department of Health, 
Education, and Welfare shall be nonvoting ex officio members of the 
Council. The remaining members shall be appointed by the Secretary 
and shall oo persons who, as a result of their training, experience, or 
attainments, are exceptionally well qualified to assist in carrying out 
the functions of the Council. Of the voting members, not less than 
five shall be persons who are not providers of health services, not 
more than three shall be officers or {'mployees of the Federal Govern­
ment, not less than three shall be members of governing bodies of 



S.2004-5 

health systems agencies designated under part B, and not less than 
three shall be members of Statewide Health Coordinating Councils 
under section 1524. The two major political parties shall have equal 
re~resentati~m among the voting members on the Council. 

' ( 2) The term of office of voting members of the Council shall be 
six years, except that-

"(A) of the members first appointed to the Council, four shall 
be appointed for terms of two years and four shall be appointed 
for terms of four years, as designated by the Secretary at the . 
time of appointment; and 

"(B) any member appointed to fill a vacancy occurring prior 
to the expiration of the term for which his predecessor was 
appointed shall be appointed orily for the remainder of such 
term. 

A member may serve after the expiration of his term until his suc­
cessor has taken office. 

" ( 3) The chairman. of the Council shall be selected by the voting 
members from among their number. The term of office of the chairman 
of the Council shall be the lesser of three years or the period remaining 
in his term of offic~ as a member of the Council. 

" (c) ( 1) Except as provided in paragraph ( 2), the members of 
the Council shall each be entitled to receive the daily equivalent of the 
annual rate of basic pay in effect for grade GS-18 of the General 
Schedule for each day (including traveltime) during which they are 
engaged in the actual performance of duties vested in the Council. 

"(2) Members of the Council who a~e full-time officers or employees 
of the United States shall receive no additional pay on account of 
their service on the Council. 

"(3) While away from their homes or regular places of business in 
the performance of services :for the Council, members of the Council 
shall be allowed travel expenses, including per diem in lieu of sub­
sistence, in the same manner as persons employed intermittently in 
the Government service are allowed expenses under section 5703 (b) 
of title 5, United States Code. 

" (d) The Council may appoint, fix the pay of, and prescribe the 
:functions of such personnel as are necessary to carry out its func­
tions. In addition, the Council may procure the services of experts and 
consultants as authorized by section 3109 of title 5, United States Code, 
but without regard to the last sentence of such section. 

"(e) The provisions of section 14(a) of the Federal Advisory Com­
mittee Act shall not apply with respect to the Council. 

"PART B-HEALTH SYSTEMS AGENCIES 

"HEALTH SERVICE AREAS 

"SEC. 1511. (a) There shall be established, in accordance with this 
section, health service areas throughout the United States with respect 
to which health systems agencies shall be designated under section 
1515. Each health service area shall meet the following requirements: 

"(1) The area shall be a geographic region appropriate for the 
effective planning and development of health services, determined 
on the basis of factors including population and the availability 
of resources to provide all necessary health services for residents 
of the area. 

"(2) To the extent practicable, the area shall include at least 
one center for the provision of highly specialized health services. 
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"(3) The area, upon its establishment, shall have a popuh~tion 
of not less than five hundred thousand or U10re than three million; 
exce_P.t that-

"(A) the population of an area may be more than three million 
if the area includes a standard metropolitan statistical area (as 
determined by the Office of Management and Budget) with a 
poJ>ulation of more than three million, and · 

(B) the population of an area may-
"(i) be less than five hundred thousand if the area com­

prises an entire State which has a population of less than 
five hundred thousand, or 

" ( ii) be less than-
" (I) five hundred thousand (but not less than two hun­

dred thousand) in unusual circumstances (as determined 
by the Secretary), or 

" (II) two hundred thousand in highly unusual cir-
cumstances (as determined by the Secretary), 

if the Governor of each State in which the area is located 
determines, with the approval of the Secretary, that the area 
meets the other requirements of this subsection. ~--~· 

" ( 4) To the maximum extent feasible, the boundaries of the ~. · f 0 if IJ 
area shall be appropriately coordinated with the boundaries of <.;; <'.,... 

areas designated under section 1152 of the Social Security Act for~_,. ~ 
Professional Standards Review Organizations, existing regional ""· ;:; 1 

'planning areas, and State planning and administrative areas. ~o -r:/ 
The boundaries of a health service area shall be established sp that, in ~ 
the planning and development of health services to be offered within 
the health service area, any economic or geographic barrier to the 
receipt of such services in nonmetropolitan areas is taken into account. 

. The boundaries of health service areas shall be established so as to 
recognize the differences in health planning and health services devel­
opment needs between nonmetropolitan and metropolitan areas. Each 
standard metropolitan statistical area shall be entirely within the 
boundaries of one health service area, except that if the Governor of 
each State in which a standard metropolitan statistical area is located 
determines, with the approval of the Secretary, that in order to meet 
the other requirements of this subsection a health service area should 
contain only part of the standard metropolitan statistical area., then 
such statistical area shall not be required to be entirely within the 
boundaries of such health service area. · 

"(b) ( 1) Within thirty days following the date of the enactment 
of this title, the Secretary sliall simultaneously give to the Governor 
of each State written notice of the initiation of proceedings to establish 
health service areas throughout the United States. Each notice shall 
contain the following: 

" (A) A statement of the requirement (in subsection (a)) of 
the establishment of health service areas throughout the United 
States. 

"(B) A statement of the criteria prescribed by subsection (a) 
for health Service areas and the procedures prescribed by this sub­
section for the designation of health service area boundaries. , 

" (C) A request that the Governor receiving the notice (i) desig­
nate the boundaries of health service areas within his State, and, 
where appropriate and in cooperation with the Governors of 
adjoining States, designate the boundaries within his. State of 
hea.lth service areas located both in his State and in adjoining 
States, and ( ii) submit (in such form a.nd manner as the Secretary 
shall specify) to the Secretary, within one hundred and twenty 
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days of the date of enactment of this title, such boundary desig­
nations together with comments, submitted by the entities referred 
to in paragraph (2), with respect to such designations. 

At th~ time such notice is given under this l?aragraph to each 
Governor, the Socretary shall publish as a notice in the Federal 
Register a statement of the giving of his notice to the Governor and 
the criteria and procedures contained in such notice. 

"(2) Each State's C'n>vernor shall in the development of boundaries 
for health service areas consult with and solicit the views of 
the chief executive officer or agency of the politic-al subdivisions within 
the State" the State agency which administers or supervises 
the administration of the Sta,te's health planning functions under a 
State plan approved under soction 314(a), each entity within the 
State which has developed a comprehensive regional, metropolitan, 
or other local area plan or plans referred to in section 314(b), 
and each regional medical program established in the State under the 
title IX . 

. "(3) (A) Within two hundred and ten days aJter the date of 
enactment of this title, the Secretary shall publish as a notice in the 
Federal Register the health service area boundary designations. The 
boundaries for health service a.reas submitted by the Governors shall, 
except as otherwise provided in subparagraph (B), constitute upon 
their pub1ication in the Federal Register the boundaries for such 
health service areas. · 

"(B) (i) If the Secreta.ry determines that a boundary submitted 
to him for a health service area does not meet the requirements of sub­
section (a), he shall, after consultation with the Governor who 
submitted such boundary, make such revision in the boundary for such 
area (and as nocessary, in the boundaries for adjoining health service 
areas) as may be nocessary to meet such requirements and publish 
such revised boundary (or boundaries) ; and the revised boundary 

· (or boundaries) shall upon publication in the Federal Register con­
stitute the boundary (or boundaries) for such health service area 
(or areas). The Secretft.rv shall notify the f'n>vernor of e.ach 
State in which is located a health serviee area whose boundary is 
revised under this elanse of the boundttrv revision and the reasons for 
such revision. • 

.. "(ii) In the case of areas of the United States not included within 
the boundaries for health servie~ areas submitted to the Secretary 
as requested under the notice under paragraph (1), the Secretary 
shall establish and publish in the Federal Register health service 
area boundaries which include sueh areas. The Sooretary shall 
notifv the Governor of eaeh St.ate in which is located a health service 
area · the bounda"l'y for which is established under this clause 
of the boundaries established. In carrying out the requirement of this 
dause, the Secretary may make such revisions in boundaries submitted 
under subparagraph (A) as he determines are necessary to meet 
the requirement of subsection (a) for the establishment of health 
service areas throughout the United States. · 

" ( 4) The Secretary shall review on a continuing basis and at the 
request of any Governor or designate-d health systems agency the 
appropriateness of the boundaries of the health service areas estab­
lished under paragraph (3) and, if he determines that a boundary 
for a health service. area no longer meets the requirements of subsec­
tion (a), he may revise the boundaries in accordance with the proce­
dures prescribed by paragraph (3) (B) (ii) for the establishment of 
boundaries of health service areas which include areas not included in 
boundaries submitted by the Governors. If the Socretary acts on his 
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own initiative to revise the boundaries of any hoo.lth service area, he 
shall consult with the Governor of the appropriate State or States, 
the entities referred to in paragraph (2), the appropriate health 
systems agency: or agencies designated under part B and the appro­
priate Statewide Health Coordinating Council established under part 
C. A request for boundary revision shall be made only after constllta· 
tion with the Governor of the appropriate State or States, the entities 
referred to in paragraph (2), the appropriate designated health sys­
tems ·agencies, and the appropriate established Statewide Health 
Coordinating Council and shall include the comments concerning the 
revision made by the entities consulted in requesting the revision. 

" ( 5) Within one year after the date of the enactment of this title 
the Secretary shall complete the procedures for the initial establish~ 
ment of the boundaries of health service areas which (except as pro­
vided in section 1535) include the geographic area of all the States. 

"(c) Notwithstanding any other requirement of this section, an 
area-- _.--.. 

" ( 1) for which has been developed a comprehensive regional, ~;. r 0 I? b 
metrorlitan area, or other local area plan referred to in sectio ~ 
314 b , and · . . .. "~ 2 yv hich otherwise meets the requirements of ~ubE;ection (a) ;:;_ 

shall be designated by the Secretary as a health service area unl ~ 
the Governor of any State in which such area is located, upon a .finding 
that another area is a more appropriate region for the effective plan­
ning and development of health resources, waives such requirement. 

"HEALTH SYSTEMS AGENCIES 

"SEc. 1512. (a) DEFlNITION.-For purposes of this title, the term 
'health systems agency' means an entity which is organized and oper· 
ated in the manner described in subsection (b) and which is capable, 
as determined 'by the Secretary, of performing each of the functions 
described in section 1513. The Secretary shall by regulation establish 
~ndards and criteria for the .requirements of subsection (b) and sec· 
tion 1513. 

"(b) (1) LEGAL STRUCTURE.-A health systems agency for a health 
service area shall be-

"(A) a nonprofit private corporation (or similar legal mecha­
nism such as a public benefit corporation) which is incorporated 
in the State in which the largest part of the population of the 
health service area resides, which is not a subsidiary of, or other­
wise controlled by, any other private or public corporation or other 
legal entity, and which only engages in health planning and devel­
opment functions; 

"(B) a public regionalJ?lanning body if (i) it has a governing 
board composed of a majonty of elected officials of units of general 
local government or it is authorized by State law (in effect before 
the date of enactment of this subsection) to carry out health plan- . 
ning and review functions such as those described in section 1513, 
and ( ii) its planning area is identical to the health service area; 
or 

" (C) a single unit of general local government if the area of the 
jurisdiction of that unit is identical to the health service area. 

A health systems asency may not be an eductlitional institution or oper-
ate such an institution. · 

"(2) STAFF.-
. . "(A) ExPERTISE.-A health systems agency shall have a staff 

which provides the agency with expertise m at least the following: 

( 
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(i). Admi.nistration, (ii) the gathering and analysis of data, (iii) 
.health planning, and ( i v) development and use of health resources. 
The functions of planning and of development of health resources 
shall be conducted by staffs with skills appropriate to each 
function. ' . 

" (B) SIZE AND EMPLOYMENT.-The size of the professional staff 
of any health systems agency shall be not less than five, except that 
if the quotient of the population (rounded to the next highest one 
hundred thousand) of the health service area which the agency 
serves divided by one hundred thousand is greater than five2 the 
minimum size of the professional staff shall be the lesser ot ( i) 
such quotient, or (ii) twenty-five. The members of the staff shall 
be selected, paid, promoted, and discharged in accordance with 
such system as the agency may establish, except that the rate of pay 
for any position shall not be less than the rate of pay prevailing in 
the health serVice area for similar positions in ffllher public or 
private health service entities. If necessary for the performance of /--0-fi-
its functions, a health systems agen. cy may employ consultants and 1 ~ · f ' /J;~ 
may contract with individuals and entities for the provision of .;;, _,.~ 
services. Compensation for consultants a.nd for contracted services ;;_ "'' 
shall be established in accordance with standards established by i; 
regulation by the Secretary. .,.. 

1'(3) GoVERNING BonY.-
"(A) IN GENERAL.-A health systems agency which is a public 

regional planning body or unit of general local government shall, 
in addition to any other governing body, have a governing body 
for health planning, which is established in accordance with sub-
paragraph (C), which shall have the responsibilities prescribed 
by subparagraph (B), and which has exclusive authority to per-
form for the agency the functions described in section 1513. Any 
other health systems agency shall have a governing body com-
posed, in accordance with ~ubparagraph (C), of not less tlian ten 
members .and of not more than thirty members, except that the 
number of members may exceed thirty if the governing body has 
established another unit (referred to in this paragraph as an 
'executive committee') composed, in accordance with subpara-
ftraph (C), of not more than twenty-five members of the govern-
mg body and has delegated to that unit the authority to take such 
action (other than the establishment and revision of the plans 
referred to in subparagraph (B) (ii)) as the governing body is 
authorized to take. 

" (B) REsPoNSIBILITIES.-The governing body-
"(i) shall be responsible for the internal affairs of the 

health systeins agency, including matters relating to the staff 
of the agency, the agency's budget, and procedures and cri­
teria (developed and published pursuant to section 1532) 
apflicable to its functiOns under subsections (e), (f), and 
(gJofsection 1513; · 

' ( ii) shall be responsible for the establishment of the 
health ~ystems plan and annual implementation plan required ' 
by section 1513 (b) ; 

" (iii) shall be responsible for the approval of ~!!'ants and 
contracts made and entered into under section 1513(c) (3); 

" ( iv) shall be responsible for the approval of all actions 
~ken pursut!-nt to subsections (e), (f), (g), and (h), of sec­
tiOn 1513; 

"(v) shall (I) issue an annual report concerning the 
activities of the agency, (II) include in that report the health 

I' 
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systems plan and annual implementation plan developed by 
the agency, and a listing of the agency's income, expenditures, 
assets, and liabilities, and (III) make the report readily 
available to the residents of the health service area and the 
various communications qledia serving such area; 

" (vi) shall reimburse its members for their reasonable costs 
incurred in attending meetings of the governing body; 
' " (vii) shall meet at least once in each calendar quarter of a 
year ahd shall meet at least two additional times in a year 
unless its executive committee meets at least twice in that 
year; and 

"(viii) shall (I) conduct its business meetings in public, 
(II) give adequate notice to the public of such meetings, and 
(III) make its records and data available, upon request, to 
the public. 

The governing body (and executive committee (if any)) of a 
health systems agency shall act only by vote of a majority of its 
members present and voting at a meeting called upon adequate 
notice to all of its members and. at which a quorum is in attend- ...........-;;;-~ 
ance. A quorum for a governing body and executive committee /'I:·· · rr D < 
shall be not less than one-half of its members. " ·;; 

"(C) CoMPOSITION.-The membership of the governing bod ~ "" 
and the executive committee (if any) of an agency shall meet ~ :;} 
the following requirements : ,:, "'" 

"(i) A majority (but not more than 60 per centum of the 
members) shall be residents of the health service area served 
by the entity who are consumers of health care and who are 
not (nor Within the twelve months preceding appointment 
been) providers of health care and who are broadly represent-
ative of the social, economic, linguistic and racial populations, 
geographic areas of the health service area, and major 
purchasers of health care. 

" ( ii) The remainder of the members shall be residents of 
the health service area served by the agency who are providers 
of health care and who represent (I) phys1cians (particularly 
practicing physicians), dentists, nurses, and other health 
professionals, (II) health care institutions (particularly hos­
pitals, long-term care facilities, and health maintenance 
organizations), (III) health care insurers, (IV) health pro­
fessional schools, and (V) the allied health professions. Not 
less than one-third of the providers of health care who are 
members of the governing body or executive committee of a 
health systems agency shall be direct providers of health care 
(as described in section 1531 ( 3) ) . 
" (iii) The membership shall-

" (I) include (either through consumer or provider 
members) public elected officials and other representa­
tives of governmental authorities in the agency's health 
service area and representatives of public and private 
agencies in the area concerned with health, 

"(II) include a percentage of individuals who reside 
in nonmetropolitan areas within the health service area 
which percentage is equal to the percentage of residents 
of the area who reside in nonmetropolitan areas, and 

"(III) if the health systems agency serves an area in 
which there is loeated one or more hospitals or other 
health care facilities of the Veterans' Administration, 
include, as an ex officio member, an individual whom the 
Chief Medical Director of the Veterans' Administration 
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shall have designated for such purpose, and if the agency 
serves an area in which there is located one or more 
qualified health maintenance organizations (within the 
meaning of section 1310), include at least one member who 
is representative of such organizations. 

" ( iv) If, in the exercise of its functions, a. governing body 
or executive committee appoints a. subcommittee of its mem­
bers or an advisory group, it shall, to the extent practicable, 
make its appointments to any such subcommittee or group in 
such a manner as to provide the representation on such sub-

- committee or group described in this subpara.gra.ph. 
"(4:) INDIVIDU4L LIABILITY.-No individual who, as a member or 

employee of a health systems agency, E?ha.ll, by reason of his perform­
ance of any duty, function, or activity reqmred of1 or authorized to 
be undertaken by, the agency under this t1tle, be hable for the pa.y­
ment of damages under any law of the United States or any State 
(or politica.l subdivisitm thereof) if he has acted within the scope of 
such duty, function, or a.ctivity, has ~xercised d!le care, and has acted, (~'oP,0 with respect to that performance, Without mahce toward any person ~ · · · < 
a.:ffooted by it. :; "d> 

"(5) PRIVATE CoNTRIBUTIONs.-No health systems agency may ...:: i: 
·accept any funds or contributions of services or fa.cilities from any ~ "t-~ 
individual or private entity which has a financial, fiduciary, or other 0 

direct interest in the development, expansion, or support of health ----
resources unless, in the case of an entity, it is an organization described 
in section 509 .(a) of the Internal Revenue Code of 1954 and is not 
directly engaged in the provision of health care in the health service 
area of the agency. For purposes of this paragraph, a.n entity shall 
not be considered to have such an interest solely on the basis of Its pro-
viding (directly or indirectly) health care for its employees. 

"(6) OTHER REQUIREMENTS.-Ea.ch health system agency sha.ll-
" (A) make such reports, in such form and containing such 

information, concerning its structure, operations, performance of 
functions, and other matters as the Secretary may from time to 
time require, and keep such records and a.:fford such access thereto 
as the Secretary may find necessary to verify such reports; 

"(B) provide for such fiscal control and fuud a.ccounting 
procedures as the Secretary may require to assure proper disburse­
ment of, and accounting for, amounts received from the Secre­
ta.ry under this title and section 1640; and 

(C) permit the Secretary QJtd the Comptroller General of the 
United Stat-es, or their representatives, to have access for the 
purpose of audit and examination to any books, documents, papers, 
and records pertinent to the disposition of amounts received from 
the Secretary under this title and section 1640. · 

"(c) SUBAREA CouNclli!.-A health systems agency may establish 
subarea advisory councils representing parts of ·the agencies' health 
service area to advise the governing body of the agency on the perform­
ance of its functions. The composition of a subarea advisory council 
shall conform to the _requirements of subsection (b) (3) (C). 

"FUNCTIONS OF HEALTH SYSTEMS AGENCIES 

"SEC.1513. (a) For the purpose of- · 
" ( 1) improving the health of residents of a health service area, 
" ( 2) increasing the accessibility ( includin~ overcoming geo­

graphic, architectural, and transportation barners), acceptability, 
continuity, and quality of the health services provided tnem, 

" ( 3) restraining increases in the cost of providing them health 
services, and 
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"' ( 4) preventing unnecessary duplication of health resources, 
each hea~tJ.l systems ag~ncy shall have a~ its pri~ary responsibility the 
the provisiOn of effective health planmng 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 mefficiencies, and implement the health plans of the 
agency. To meet its primary responsibility, a health systems agenq 
shall carry out the functions described in subseetions (b) through 
(g) ofthis section. 

"(b) In providing health planning and resourc,es development for 
its health service area, a health systems agency shall perform the 
following functions: 

" ( 1) The agency shall assemble and analyze data concerning­
" (A) the status (and its <h•terminants) of the health of 

the residents of its health serdce area, 
"(B) the status of the health care delivery system in the 

area and the use of that system by the residents of the area, 
" (C) the effect the area's health care delivery system has 

on the health of the residents of the area, · 
"(D) the number, type, and location of the area's health 

resourc.es, including health services, manpower, and facilitieP., . -
"(E) the patterns of utilization of the area's health/· 

resources, and i . ~ 
" (F) the environmental and occupational exposure facto$ 

affecting immediate and long-term health conditions. \ .• 
In carrying out this para~raph, the ageney shal1 to the maximum\ 
extent practicable use existmg data (including data developed under 
Federal health programs) and coordinate its activities with the coop­
erative system provided for under section 306 (e). 

" ( 2) The agency shall, after appropriate consideration of the 
recommended national guidelines for health planning policy 
issued by the Secretary under section 1501, the priorities set forth 
in section 1502, and the data developed pursuant to paragraph ( 1}, 
establish, annually review, and amend as necessary a health sys­
tems plan (hereinafter in this title referred to as the 'HSP') 
which shall be a detailed statement of goals (A} da.._«cribing- a 
healthful environment. and health systems in the area which, 
when developed, will assure that quality health servic.es will be 
available and accessible in a manner which assures continuity of 
care, at reasonable cost, for all residents of the area; (B) which 
are responsive to the unique needs and resources of the area; and 
(C) which take into aecount and is consistent with the national 
guidelines for health planning policy issued by the Secretary 
under section 1501 respeeting supply, distribution, and organiza­
tion of health resources and services. Before establishing an HSP, 
a health syst.ems agency shaH conduct a public hearing on the 
proposed HSP and shall give interested persons an opportunity 
to submit their views orally and in writing. Not less than thirty 
days prior to such hearing, the agency shall publish in at. least 
two newspapers of general circulation throughout its health serv­
ice area a notice of its consideration of the proposed HSP, the 
time and place of the hearing, the plac.e at whieh interested per­
sons may consult the HSP in advanc.e of the hearing, and the place 
and period during which to submit written comments to the 
agency on the HSP. 

"(3) The agency shall establish, annually review, and amend 
as necessary an annual implementation plan (hereinafter in this 
title referred to as the 'AlP') which describes objectives which 



·, 

8.2994-1'3 

will achieve the goals of the HSP and priorities amon~ the 
objectives. In establishing the AlP, the agency shall give pnority 
to those objectives which will maximally improve the health of 
the residents of the area, as determined on the basis of the relation 
of the cost of attaining sucb. objectives to their benefits, and which 
are fitted to the special needs of the area. · 

" ( 4) The agency shall develop and publish specific 'plans and 
projects for achieving the objectives established in the AlP. 

"(c) A health systems agency shall implement its HSP and AlP, 
and in implementing the plans it shall perform at least the following 
functions: · 

" ( 1) T4e agency shall seek, to the extent practicable, to imple­
ment its HSP and AIP with the assistance of individuals and 
public and private entities in its health service area. 

"(2) The agency may provide, in accordance with the priorities 
established in the AlP, technical assistance to individuals and 
public and private entities for the development of projects and 
programs which the agency det~rmines are necessary to achieve 
the health systems described in the HSP, including .assistance in 
meeting the requirem.ents of the agency prescribed under section 
1532(b). . . 

"(3) The agency shall, in accordance with the priorities estab­
lished. in the AIP, make grants to public and nonprofit private 
entities and enter into contracts with individuals and public and 
nonprofit private entities to assist them in planning and develop­
ing projects and programs which the agency detennin~ are neces- . 
sary for the achievement of the health syst~ described in the 
HSP. Such ~nts and contracts shall be made from the Area 
Health Serv1ces Development Fund of the agency established 
with funds provided under grants made under ~ion1640. No 
grants or contract under this subse.ction may be used (A) to pay 
the costs incurred by an entity or individual in the delivery of 
health services (as defined in regulations of the Secretary J, or 
(B) for the cost of construction or modernization of medical 
facilities. No single grant or contract made or entered into under 
this paragraph shall be available for obligation beyond the one 
year period beginning on the date the grant or contract was made 
or entered into. If an individual or entity reooives a grant or 
contract under this paragraph for a proJect or program, such 
individual or entity may receive only one more such grant or 
contract for such project or program. 

"(d) Each health systems agency shall coordinate its activities 
with-

" ( 1) each Professional Standards Review Organization (des­
ignated under section 1152 of the Social Security Act), 

"(2) entities referred to in paragraphs (1) ftnd (~) of section 
204(a) of the Demonstration Cities and Metropolitan Develop­
ment Act of 1966 and regional and local entities the views of 
which are required to be considered under regulations prescribed . 
under section 403 of the Intergovernmental Cooperation Act of 
1968 to carry out section 401 (b) of such Act, 

"(3) other appropriate general or special purpose regional 
planning or administrative agencies, and 

" ( 4) any other appropriate entity, . 
in the health system agency's health service area .. The agency shall, 
as appropriate, secure data from them for use in the agency's planning 
and development activities, enter into agreements with them which 
will assure that actions taken by such entities whi~h alter the a.rea's· 

( 
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health system will be taken in a manner which is consistent with the 
HSP and the AlP in effect for the area, and, to the extent practicable, 
provide technical assistance to such entities. 

"(e) (1) (A) Except as provided in subparagraph (B), each health 
systems agency shall review and approve or disapprove each proposed 
use within its health service area of Federal funds-

" ( i) appropriated under this Act, the Community Mental 
Health Centers Act, or the Comprehensive Alcohol Abuse and 
Alcoholism Prevention, Treatment, and Rehabilitation Act of 
1970 for grants, contracts, loans, or loan guarantees for the 
development, expansion, or support of health resources; or 

"(ii) made available by the State in which the health service 
area is located (from an allotment to the State uuder an Act 
referred to in clause ( i) ) for grants or contracts for the develop­
ment, expansion, or support of health resources. 

"(B) A health systems agency shall not review and approve or 
disapprove the proposed use within its health service area of Federal 
funds appropriated for grants or contracts under title IV, VII, or 
VIII of this Act unless the grants or contracts are to be made, entered 
into, or used to support the development of health resources intended 
for use in the health service area or the delivery of health services. 
In the case of a proposed use within the health service area of a health 
systems agency of Federal funds described in subparagraph (A) by 
an Indian tribe or inter-tribal Indian organization for any program 
or project which will be located within or will specifically serv&----

"(i) a federally-recognized Indian reservation, 
"(ii) any land area in Oklahoma which is held in trust by the 

United States for Indians or which is a restricted Indian-owned 
land area, or 

" (iii) a Native village in Alaska (as defined in section 3 (c) of 
the Alaska Native Claims Settlement Act), 

a health systems agency shall only review and comment on such 
proposed use. 

"(2) Notwithstanding any other provision of this Act or any other 
Act referred to in paragraph (1), the Secretary shall allow a health 
systems agency sixty days to make the review required by such 
paragraph. If an agency disapproves a proposed use in its health 
service area of Federal funds described in paragraph ( 1) , the Secretary 
may not make such Federal funds available for such use until he has 
made, upon request of the entity making such proposal, a review of 
the agency decision. In making any such review of any agency de<!ision, 
the Secretary shall give the appropriate State health planning and 
developmeut agency an opportunity to consider the decision of the 
health systems agency and to submit to the Secretary its comments on 
the decision. The Secretary, after taking into consideration such State 
agency's comments (if any), may make such Federal funds available 
for such use, notwithstanding the disapproval of the health systems 
agency. Each such decision by the Secretary to make funds available 
shall be submitted to the appropriate health systems agency and State 
health planning and development agency and shall contain a detailed 
statement of the reasons for the decision. 

" ( 3) Each health systems agency shall provide each Indian tribe 
or inter-tribal Indian organization which is located within the agency's 
health service area information respecting the availability of the 
Federal funds described in the first sentence of this subsection. 

"(f) To assist State health planning and development agencies in 
carrying out their functions under paragraphs ( 4) and ( 5) of section 
1523(a) each health systems agency shall review and make recommen-
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dations to· the appJ>opriate State health planning and development 
agency respecting the need for new institutional health services pro­
posed to be offered or developed in the health service area of such 
health systems agency. 

"(g) (1) Except as provided in paragraph (2), each health systems 
agency shall review on a periodic basis (but at least every five years) 
all institutional health services offered in the health service area of 
the agency and shall make recommendations to the State health plan­
ning and development agency designated under section 1521 for eacn 
State in which the health systems agency's health service area is located 
respecting the appropriateness in the area of such services. 

"(2) A health systems agency shall complete its initial review of 
existing institutional health services within three years after the date 
of the agency's designation under section 1515 (c). 

"(h) Each health systems agency shall apnually recommend to 
the St~te hea~th planning and development a~ency designa~ for eacp 
State m whiCh the health systems agency s health service area 1s 
located ( 1) projects for the modernization, construction, and conver­
sion of mediCal facilities in the agency's health service area which 
projects will achieve the HSP and AlP of the health systems 
agency, and (2) priorities among such projects. 

"ASSISTANCE TO ENTITIES DESIRING TO BE DESIGNATED AS HEALTH 

SYSTEMS AGENCIES 

'~SEc. 1514. The Secretary may provide all necessary technical and 
other nonfinancial assistance (including the preparation of prototy.Pe 
plans of organization and operation) to nonrrofit private entitles 
(including entities presently receiving financia assistance under sec­
tion 314(b) or title IX or as experimental health service delivery sys­
tems under section 304) which-

"(!) express a desire to be designated as health systems agen­
cies, and 

"(2) the Secretary determines have a potential to meet the 
requirements of a health systems agency specified in sections 1512 
and 1513, 

to assist such entities in developing applications to be submitted to 
the Secretary under section 1515 and otherwise in preparing to meet 
the requirements of this part for designation as a health systems 
agency. 

"DESIGNATION OF HEALTH SYSTEMS AGENCIES 

"SEc. 1515. (a) At the earliest practicable date after the establish­
ment under section 1511 of health service areas (hut not later than 
eighteen months after the date of enactment of this title) the Secretary 
shall enter into agreements in accordance with this section for the des­
ignation of health systems agencies for such areas. 

"(b) {1) The Secretary may enter into agreements with entities 
under which the entities would be designated as the health systems 
agencies for health service areas on a. conditional basis with a view 
to determining their ability to meet the requirements of section 1512 
(b), and their capacity to perform the functions prescribed by section 
1513. \ 

"(2) During any period of conditional designation (which may 
not exceed 24 months), the Secretary may require that the entity con­
ditionally designated meet only such of the requirements of section 
1512 (b) and perform only such of the functions prescribed by section 
1513 as he determines such entity to be capable of meeting and per­
forming. The number and type of such requirements and functions 
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shall, during the period of conditional designation, be progressively 
incroosed as the entity conditionally designated becomes capable of 
added responsibility so that, by the end of such period, the agency may 
be considered for designation under subsection (c). 

"(3) Any agreement under which any entity is conditionally desig­
nated as a health systems agency may be terminated by such entity 
upon ninety days notice to the Secretary or by the Secretary upon 
ninety days notice to such entity. 

" ( 4) The Secretary may not enter into an agreement with any entity 
under paragraph ( 1) for conditional designation as a health systems 
agency for a health service area until~ 

· "(A) the entity has submitted an application for such designa-
tion which contams assurances satisfactory to the Secretary that 
upon completion of the period of conditional designation the 
applicant will be·organized and operated in the manner described 
in section 1512(b) and will be qualified to perform the functions 
prescribed by section 1513; · 

"(B) a plan for the orderly assumption and implementation of 
the functions of a health systems agency has been received from 
the applicant and approved by the Secretary; and . 

"(C) the Secretary has consulted with theGovernor of each 
State m which such health service area is located and with such 
other State and local officials as he may deem appropriate, with 
res:pect to such designation. 

In considering such applications, the Secretary shall give priority to 
an application which has been recommended for approval by each 
entity which has developed a plan referred to in section 314(b) for 
all or part of the health service area with respect to which the appli­
cation was submitted, and each region~J.l medical program estab­
lished in such area under title IX. 

" (c) ( 1) The Secretary shall enter into an agreement with an entity 
for its designation as a health systems agency if, on the basis of an 
appliootion under paragraph (2) (and, in the case of an entity con­
ditionally designated, on the basis of its J!erformance during a period 
of conditional designation under subsectiOn (b) as a health systems 
agency for a health service aroo), the Secretary determines that such 
entity is capable of fulfilling, in a satisfactory manner, the require­
ments and functions of a health systems agency. Any such agreement 
under this subsection with an entity may be renewed in accordance 
with paragraph (3), shall contain such provisions respecting the 
requirements of sections 1512 (b) and 1513 and such conditions designed 
to carry out the purpose of this title, as the Secretary may prescribe, 
and shall be for a term of not to exceed twelve months; except that, 
prior to the expiration of such term, such agreement may be 
terminated-

" (A) by the entity at such time .and upon such notice to the 
Secretary as he may by regulation prescribe, or 

"(B) by the Secretary, at such time and upon such notice to 
the entity as the Secretary may by regulation prescribe, if the . 
Secretary determines that the entity is not complying with or 
effectively carrying out the provisions of such agreement. 

"(2) The Secretary may not enter into an agreement with any entity 
under para~raph ( 1) for designation as a health systems agency for a 
health service area unless the entity has submitted an application to 
the Secretary for designation as a health systems agency, and the 
Governor of each State m which the area is located has been consulted 
respecting such designation of such enti!Y· Such an application shall 
contain assurances satisfactory to the Secretary that the applicant 
meets the requirements of section 1512 (b) and is qualified to perform 
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or is performing the functions prescribed by section 1513. In consider­
ing such applications, the Secretary shall give priority to an applica­
tion which has been recommended for a{>proval by (A) each entity 
which has developed a plan referred to 1n section 314 (b) for all or · 
part of the health service area with respect to which the application 
was submitted, and (B) each regional medical program established 
in such area under title IX. 

" ( 3) An agreement under this subsection for the designation of a 
health systems agency may be renewed by the Secretary for a period 
not to exceed twelve months if upon review (as provided in section 
1535) of the agency's operation and performance of its functions, he 
determines that it has fulfilled, in a satisfactory manner, the functions 
of a health systems agency prescribed by section 1513 and continues to 
meet the requirements of section 1512(b). 

" (d) If a designation under subsection (b)· or (c) of a health systems 
agency for a. health .services area is terminated 'before the date pre­
scribed for its expiration, the Secretary shall, upon application and in 
accordance with subsection (b) or (c) (as the Secretary determines 
appropriate), enter into a. designation agreement with another entity 
to be the health systems agency for such are.a. ~-- . f 0 h !J 

(:: < 
"PLANNING GRANTS , < 

. ·= 
"S:ro.1516. (a) The Secretary shall make in each fiscal year a grant'·"~ ·:'/ 

to each health systems agency with which there is in effect a designa- '\:: 5.r 
tion agreement under subsection (b) or (c) of section 1515. A grant '---"" 
under this subsection shall be made on such conditions a8 the Secretary 
determines is appropriate, shall be used by a health systems agency 
for compensation of agency personnel, collection of data, planning, 
and the performance of the functions of the agency, and shall be avail-
able for obligation for a period not to exceed the period for which its 
designation agreement is entered into or renewed (as the case may be). 
A health systems agency may use funds under a grant under this sub-
section .to make payments under contracts with other entities to assist 
the health systems agency in the performance o:l its functions; but it 
sha.Il not use funds under such a grant to make payments under 'IL 
grant or contract with another entity for the development or delivery 
of health services or resources. · / 

"(b) (1) The amount of any grant und6r subsection (a) to a heB.lth 
systems agency designated under section 1515(b) shall be determined 
by the 'Secretary. The amount of any grant under subsection (a)· to 
any health systems agency designated under section 1515 (c) shall be 
the lesser of-

" (A) the product of $0.50 and the population of the health 
service area for which the agency is designated, or 

"(B) $3,750,000, 
unless the agency would re<:-,eive a greater amount under paragraph 
(2) or (3). · 

"(2) (A) If the application of a health systems agency for such a 
grant contains assurances satisfactorY' to the Secretary that the agency 
will expend. or obli~te in the penod in which sucll grant will be 
available for obligation non-Federal funds meeting the requirements 
of subparagraph (B) for the purposes for which such grant may be 
made, the amount of such grant shall be the sum of-

" ( i) the amount determined under paragraph ( 1), and 
"(ii) the lesser of (I) the amount of such non-Federal funds 

with respect to which the assurances were made, or (II) the 
. product of $0.25 and the population of the health service area for 
which the agency is designated. -
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"(B) The non-Federal funds which an agency may use for the pur­
pose of obtaining a grant under subsection (a) which is computed on 
the basis of the formula prescribed by subparagraph (A) shall-

" ( i) not include any funds contributed to the agency by an.y 
indiVIdual or private entity which has a financial, fiduciary, or 
other direct interest in the development, expansion, or support 
of health resources, and 

" ( ii) be funds which are not paid to the agency for the per­
formance of particular services by it and which are otherwise 
contributed to the agency without conditions as to their use other 
than the condition that the funds shall be used for the purposes 
for which a grant made under ·this section may be used. 

" ( 3} The amount of a grant under subsection (a) to a health systems 
agency designated under section 1515 (c) may not be less than $175,000. 

" (c) ( 1) For the purpose of making payments pursuant to grants 
made under subsection (a), there are authorized to be appropriated 
$60,000,000 for the fiscal year ending June 30, 1975, $90,000,000 for 
the fiscal year ending J nne 30, 1976, and $125,000,000 for the fiscal 
year ending June 30, 191'1. ' 

" ( 2) Notwithstanding subse.ction (b), if the total of the grants to be f 0 ff made under this section to health systems agencies for any fiscal year '1- • b < 
exceeds the total of the amounts appropriated under paragraph (1) ('~ ~ 
for that fiscal year, the amount of the grant for that fiscal ye:tr to :t. " 
each health systems agency shall be an amount which bears the same · ~, £:; 
ratio to the amount determined for that agency for that fiscal· year \.. '$ JJ 't-'t-: I 
under subsection (b) as the total of the amounts appropriated under . ~ 
paragraph (1) for that fiscal year bears to the total amount required 
to make grants to all health systems agencies in accordance with the 
applicable provision of subsection (b); except that the amount of any 
grant to a health systems agency for any fiscal year shall not be less 
than $175,000, unless the amount appropriated for that fiscal year 
under paragraph ( 1) is less than the amount required to make such 
a grant to e.ach health systems agency. 

"PART C--STATE HEALTH PLANNING AND DEVELOPMENT 

"DESIGNATION OF STATE HEALTH PI..ANNINO AND DEVELOPMENT 
AGENCIES 

"SEc. 1521. (a) For the purpose -of the performance within each 
State of the health planning and development functions prescribed 
by section 1523, the Secretary shall enter into and renew agreements 
(described in subsection (b)) for the designation of a State health 
planning and development agency for each State other than a State 
for which the Secretary may not under subsection (d) enter into, 
continue in effect, or renew such an agreement. 

"(b) (1) A designation agreement under subsection (a) is an 
agreement with the Governor of a State for the designation of an 
agency (selected by the Governor) of the government of that State 
as the State health planning and development agency (hereinafter 
in this part referred to as the-'State Agency') to administer the State 
administrative program prescribed by section 1522 and to carry out 
the State's health planning and development functions prescribed by 
section 1523. The Secretary may not enter into such an agreement 
with the Governor of a State unless-

" (A) there has been submitted by the State a State adminis­
trative program which has been approved by the Secretary, 

"(B) ·an application has been made to the Secretary for such 
an agreement and the application contains assurances satisfactory 
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to the Secretary that the agency selected by the Governor for 
designation as the State Agency has the authority and resources 
to administer the State administrative program of the State and 
to carry out the health planning and development functions pre~ 
scribed by section 1523, a.nd 

"(C) in the case of an a~eement entered into under paragraph 
( 3), there has been established for the State a Statew1de Health 
Coordinating Council meeting the requirements of section 1524:. 

" ( 2) (A) The agreement entered into with a Governor of a State 
under subsection (a) may provide for the designation of a State 
Agency on a conditional basis with a view to determining the capacity 
of the designated State Agency to administer the State administra.~ 
tive program of the State and to carry out the health planning and 
development functions prescribed by section 1523. The Secretary shall 
require as a condition to the entering into of such an agreement that 
the Governor submit on behalf of the agency to be designated a plan 
for the a'gency's orderly assumption and implementation of such 
functions. 

"(B) The period of an agreement described in subparagraph (A) ~ 0 ~'> 
may not exceed twenty-four months. During such period the Secretary ~ · ' '· D 
may require that the designated State Agency perform only l ~ 
such of the functions of a State Agency :prescribed by section 1523 ~ 
as he determines it is capable of performmg. The number and ty~ ~ 
of such functions shall, during such period, be progressivel;y increaSed ,;~ 
as the designated State Agency becomes capable of a,dded responsi- ........._ ____ .~"" 
bility, so that by the end of such period· the designated State 
Aifi;ncy may be considered for designation under paragraph (3). 

' (C) Any agreement with a Governor of a State entered into 1mder 
subparagmph (A) may be terminated by the Governor upon ninety 
days' notice to the. Secretary or by the Secretary upon ninety da.ys' 
notice to the Governor. 

"(3) If, on the basis of an application for designa.tion as a State 
Agency (and, in the ca.se of an a8.00CY conditionally designated under 
paragraph (2), on the basis of Its performance under an agreement 
with a Governor of a State entered into under suchjaragraph), the 
Secretary determines that the agency is capable o fulfilling, in a 
satisfactory manner, the responsibilities. of a State Agency, he 
shall enter into an agreement with the Governor of. the State desig­
nating the agency as the State Agency for the State. No such 
agreement may be made unless an application therefor is submitted 
to, and approved by, the Secretary. Any such agreement shall be for 
a term of not to exceed twelve months, except that, prior to the 
expiration of such term, such agreement may he terminated-

" (A) by the Governor at such time and upon such notice 
to the Secretary as he may by regulation prescribe, or 

"(B) by the Secretary, at such time and upon such notice 
to the Governor as the Secretary may by regulation prescribe, 
if the Secretary determines that the designated State Agency is 
not complying with or effectively carrying out the provisions of 
such agreement. · 

An agreement under this paragraph shall contain such provisions as 
the Secretary may require to assure that the requirements of this 
part respecting Sta.te Agencies are complied with. 

"(4) An agreement entered into under paragraph (3) for 
the designation of a State Agency, may be renewed by the Secretary 
for a period not to exceed twelve months if he determines that it has 
fulfilled, in a satisfactory manner, the responsibilities of a State 
Agency during the period of the agreement to be renewed and if the 
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applicable State administrative program continues to meet the 
r~uirements of section 1522. 

(c) If a designation agreement with the Governor of a State 
entered into under subsection (b) (2) or (b) (3) is tenn.inated before 
the date prescribed for its expiration, .the Secretary shall, upon 
application and in accordance with subsection (b) (2), or (b) (3) (as 
the Secretary determines appropriate), enter into another agreement 
with the Governor for the designation of a State Agency. 

" (d) If, upon the expiration of the fourth fiscal year which begins 
after the calendar year in which theN ational Health Policy, Planning, 
and Resources Development Act of 197 4 is enacted, an agreement under 
this section for the designation of a State .A.gency for a State is not in 
effect, the Secretary may not make any allotment, grant, loan, or loan 
guarantee, or enter into any contract, under this Act, the Community 
Mental Health Centers Act, or the Comprehensive Alcohol Abuse and 
Alcoholism Prevention, Treatment, and Rehabilitation Act of 1970 for 
the development, expansion, or support of health resources in such 
State until such time as such an agreement is in effect. 

"STATE ADMINISTRATIVE PROGRAM 

"SEC. 1522. (a) A State administrative program (hereinafter in(f· 0-~ this section referred to as the 'State Program') is a program for the q,. · f R D < 
performance within the State by its State Agency of the functions pre- Cl ~ 
scribed by section 1523. The Secretary may not approve a State Pro- :i "" 
gram for a State unless it- \.::':. ;;·1 

'" ( 1) meets the requirements of subsection (b) ; \.::.." · ":-I 
"(2) has been submitted to the Secretary by the Governor of ........__,./ 

the State at such time and in such detail, and contains or is accom-
panied by such information, as the Secretary ,deems necessary; 
and-

"(3) has been submitted to the Secretary only :after the Gover­
nor of the State has afforded to the general public of the State a 
reasonable opportunity for a presentation of views on the State 
Program. 

"(b) The State Program of a State must-
" ( 1) provide for the performance within the State (after the 

designation of a State Agency and in accordance with the designa­
tion agreement) of the functions prescribed by section· 1523 and 
specify the State Agency of the State as the sole agency for the 
performance of such functions (except as :provided in subsection 
(b) of such section) and for the admimstration of the State 
Progmm; 

" ( 2) contain or be supported by satisfactory evidence that 
the State Agency has under State law the authority to carry 
out such functions and the State Program in accordance with 
this part and contain a current budget for the operation of the 
State Agency; 

"(3) provide for adequate consultation with, and authority 
for, the Statewide Health Coordinating Council (prescribed by 
section 1524), in carrying out such functions and the State 
Program; 

"(4) (A) set forth in such detail as the Secretary may pre­
scribe the qualifications for personnel having responsibilities in 
the performance of such functions and the State Program, and 
require the State Agency to have a professiQnal staff for planning 
and a professional staff for development, which staffs shall be of 
such siz.e and meet such qualifications as the Secretary may 
prescribe; 
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"(B) provide for such methods of administration as are found 
by the Secretary to . be necessary for the proper and efficient 
administration of such functions and the State Program, including 
methods relating to the establishment and maintenance of per­
sonnel standards on a merit basis consistent with such standards 
as are or may be established by the Civil 'Service Commission 
under S(>~tion 208 (a) of the Intergovernmental Personnel Act of 
1970 (Public Law 91-648), but the Secretary shall exercise no 
authority with respect to the selection, tenure of office, and com­
pensation of any individual employed in accordance with the 
methods relating to personnel standards on a merit basis estab­
lished and ::naintained in conformity with this. paragraph; . 

"(5) reqUire the State Agency to perform Its functiOns· m 
accordance with procedures and criteria established and published 
iby it, which .procedures and criteria shall conform to the require­
ments of section 1532; 

" ( 6) require the State Agency to (A) conduct its business meet­
ings in public; (B) give adequate notice to the public of such meet­
ings, and (C) make its records .and data ravailable, upon request, 
to the public; 

"(7) (A) provide for the coordination (in accordance with 
regulaJtions of the Secretary) with ithe cooperative system pro- ~· 
vided for under section 306 (e) of the activities of the State Agency :1 
for the collection, retrieval, analysis, reporting, and publicatio :; 
of strutistical and other informa)f:ion related to health and health v>

0 care, and (B) require pr~widers of health care doing b11:siness in 
the State to make statistical and other reports of such mforma­
tion to the State Agency ; 

"(8) provide, in accordance with methods and procedures pre­
scr~bed or approved by the Secretary, for the evaluation, at least 
annually, of the performance by the State Agency of its functions 
and of their economic effectiveness; 

"(9) provide that the State Agency will from 'time to time, and 
in any event not less o::fiten than annually, review the State Pro­
gram and submit to the Secretary required modifications; 

" ( 10) require the State Agency to make such reports, in such 
form and containing such information, concerning its structure, 
operations, performance of functions, and other matters as the 
Secretary may from time to time require, and keep such records 
and afford such access thereto as the Secretary may find necessary 
to verify such reports; 

, "(11) require the State Agency to provide :for such fiscal con­
trol and fund accom1ting procedures as the Secretary may 
require to assure proper disbursement of, and accounting for, 
amounts received from the Secretacy under this title; 

"(12) permit the Secretary and the Comptroller General of the 
United States, or their representatives, to have access for the 
purpose o:f audit and examination to any books, documents, 
papers, and records of the State A.,rency pertinent to the disposi­
tion of amounts received from the Secretary under this title; and 

" ( 13) provide that if the State Agency makes a decision in 
the performance of a ftmction under paragraph (3), (4), (5), or 
(6) of section 1523(a) or under title XVI which IS inconsistent 
with a recommendation made under subsection (f), (g), or (h) 
of section 1513 by a health systems agency within the State-

" (A) such decision {and the record upon which it was 
made) shall, upon request of the health systems agency, be 
reviewed, under an appeals mechanism consistent with State 
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law governing the practices and procedures of administra­
tive agencies, by an agency of the State (other than the State 
health planning and development agency) designated by the 
Governor, and 

"(B) the decision of the reviewing agency shall for pur­
poses of this title and title XVI be considered the decision 
of the State health planning and development agency. 

" (c) The Secretary shall approve· any State Program and any 
modification thereof which complies with subsections (a) and (b}. The 
Secretary shall review for compliance with the reqmrements of this. 
part the specifications of and operations under each State Program 
approved by him. Such review shall be conducted not less often than 
once each year. 

"STATE HEALTH PLANNING AND DEVELOP:MEN'l' FUNCTIONS 

"SEc. 1523. (a) Each State Agency of a State designated under 
section 1521 (b) ( 3) shall, except as authorized under .subsection (b), 
perform within the State the following functions: 

"(1) Conduct the health planning activities of the State and 
implement those parts of the State health plan (under section 
1524(c) (2)) and the plans of the health systems agencies within 
the State which relate to the government of the State. 

"(2) Prepare and review and revise as necessary (but at least 
annually) a preliminary State health plan which shall be made 
up of the HSP's of the health systems agencies within the State. 
Such preliminary plan may, as found necessary by the State 
Agency, contain such revisions of such HSP's to achieve their 
appropriate coordination or to deal more effectively with state­
wide health needs. Such preliminary plan shall be submitted to 
the Statewide Health Coordinating Co.uncil of the State for 
approval or disapproval and for use in developing the State health 
plan referred to in section 1524(c). . 

"(3) Assist the Statewide Health Coordinating Council of the 
State i:n the review of the State medical facilities plan required 
under section 1603, and in the performance of its functions 
generally. · 

"(4) (A) Serve as the designated planning agency of the State 
for the purposes of section 1122 of the Social Security Act if the 
State has made an agreement pursuant to such section, and (B). 
administer a' State certificate of need program which applies to 
new institutional health services l?roposed to be offered or devel- ' 
oped within the State and which 1s satisfactory to the Secretary. 
Such program shall provide for review and determination of need 
prior to the time such services, facilities, and organizations are 
offered or developed or substantial expenditures are undertaken 
in preparation for such offering or development, and provide that 
only those services, facilities, and organizations found to be 
needed shall be offered or developed in the State. In performing 
its functions under this paragraph the State Agency shall con­
sider recommendations made by health systems agencies under 
section 1513( f). 

" ( 5) After consideration of recommendations submitted by 
health systems agencies under section 1413(£) respectin~ new 
institutional health services proposed to be offered withm the 
State, make findings· as to the nee<l for such services. . · 

"(6) Review on a periodic basis (but not less often than every 
five years) all institutional health services being offered in the 
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State and, after consideration of recommendations submitted by 
health systems agencies under section 1513(g) respecting the 
appropriateness of such service!'!, make public its findings. 

"(h) (1) Any function described in subsection (a) may he per­
formed by another agency of the State government upon request of 
the Governor under an agreement with the State Agency satisfactory 
to the Secretary. 

"(2) Therequirementofparagraph (4)(B) of subsection (a) shall 
not apply to a State Agency of a State until the expiration of the 
first regular session of the legislature of such State which begins after 
the date of enactment of this title. 

"(3) A State Agency shall complete its findings with respect to the 
appropriateness of any existing institutional health serv1ce within 
one year after the date a health systems agency has made its recom­
mendation under section 1513(g) with respect to the appropriateness 
of the service. 

" (c) If a State Agency makes a decision in carrying out a function 
described in paragraph (4), (5), (6), or (7) of subsection (a) which 
is not consistent with the goals of the applicable HSP or the priorities 
of the applicable AlP, the State A~ncy shall submit to the appropri-
ate .healt~ systems agency a detailed statement of the reasons for /~0~ the mconststency. - , ~ · <' 

{<::) .r' 

( 

_, !$) 

"sTATEWIDE HEALTH COORDINATING COUNCIL < :;" J 

"SEc. 1524. (a) ~ State health planning and development agency \.=.s ;J 
designated under section 1521 shall he advised by a Statewide Health ~ 
Coordinating Council (hereinafter in this section referred to as the 
'SHOO') which (l) is organized in the manner described by subsec-
tion (h)' and ( 2) performs the functions listed in subsection (c). 

"(b) (1) A SHCC of a State shall be composed in the followmg 
manner: 

"(A) (i) A SHOO shall have no fewer than sixteen representa­
tives appointed by the Governor of the State from lists of at 
least five nominees submitted to the Governor by each of the health 
systems agencies designated for health service areas which :fall, 
in whole or in part, within the State. 

"(ii) Each such health systems agency shall be entitled to the 
same number of representatives on the SHOO. 

"(iii) Each such health systems agency shall be entitled to at 
least two representatives on the SHOO. Of the representatives of 
a health systems agency, not less than one-half shall he individuals 
who are consumers of health care and who are not providers of 
health care. · 

"(B) In addition to the appointments made under subpara­
graph (A), the Governor of the State may ftppoint such persons 
(including State officials, public elected officials, and other repre­
sentatives of governmental authorities within the State) to serve 
on the SHOO as he deems appropriate; except that ( i) the number 
of persons appointed to the SHOO under this subparagraph may 
not exceed 40 per centum of the total membership of the SHCC, 
and (ii) a majority of the persons appointed by the Governor 
shall be consumers of health care who are not also providers of 
health care. 

"(C) Not less than one-third of the :providers of health care 
who are members of a SHOO shall he direct providers of health 
care (as described in section 1531 ( 3)). 
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"(D) Where two or more hospitals or other health care facilities 
of the Veterans' Administration are located in a State, the SHCC 
shall, in addition to the appointed members, include, as an ex 
officio member, an individual whom the Chief Medical Director of 
the Veterans' Administration shall have designated as a repre­
sentative of such facilities. 

"(2) The SHCC shall select from among its members a chairman. 
"(3) The SHCC shall conduct all of its business meetings in public, 

and shall meet at least once in each calendar quarter of a year. 
" (c) A SHCC shall perform the following functions: 

"(1) Review annually and coordinate the HSP and AlP of 
each health systems agency within the State and report to the 
Secretary, for purposes of his review under section 1535(c), its 
comments on such HSP and AIP. 

"(2) (A) Prepare and review and revise as necessary (but at 
least annually) a State health plan which shall be made up of 
the HSP's of the health systems 'agencies within the State. Such 
plan may, as found necessary by the SHCC, contain revisions of 
such HSP's to achieve their appropriate coordination or to deal " . f 0 P. /J 
more effectively with statewide health needs. Each health systems c-:,"' 
agency which participates in the SHCC shall make available to :;:_ 
the SHCC its HSP for each year for integration into the State ""' 
health plan and shall, as required by the SHCC, revise its HSP ..,..;, 
to achieve appropriate coordination with the HSP's of the other 
agencies which participate in the SHCC or to deal more effectively 
with statewide health needs. 

"(B) In the preparation and revision of the State health plan, 
the SHCC shall review and consider the preliminary State health 
plan submitted by the State agency under section 1523(a) (2), 
and shall conduct a public hearing on the plan as proposed and 
shall give interested persons an opportunity to submit their views 
orally and in writing. Not less than thirty days prior to any such 
hearing, the SHCC shall publish in at least two newspapers of 
general circulation in the State a notice of its consideration of 
the proposed plan, the time and place of the hearing, the place at 
which interested persons may consult the plan in advance of the 
hearing, and the place and period during which to direct written 
comment to the SHCC on the plan. 

"(3) Review annually the budget of each such health systems 
agency and report to the Secretary, for purposes of his review 
under section 1535 (a) , its comments on such budget. 

" ( 4) Review applieations submitted by such health systems 
agencies for grants under sections 1516 and 1640 and report to the · ~. 
Secretary its comments on such applieations. 

" ( 5) Advise the State Ageney of the State generally on the 
performance of its functions. 

"(6) Review annually and approve or disapprove any State plan 
and any application (and any revision of a State plan or appli­
cation) submitted to the Secretary as a condition to the receipt 
of any funds under allotments made to States under this Act, the 
Community Mental Health Centers Act, or the Comprehensive 
Alcohol Abuse and Alcoholism Prevention, Treatment, and 
Rehabilitation Act of ·1970. Notwithstanding any other provision 
of this Act or any other Act referred to in the preceding sentence, 
the Secretary shall allow a SHCC six~y days to make the review 
required by such sentence. If a SHCC disapproves such a State 
plan or application, the Secretary may not make Federal funds 
avai1ab1e under such State plan or application until he has made, 
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upon request of the Governor of the State which submitted such 
plan or application or another agency of such State, a review of 
the SHCC decision. If after such review the Secretary decides 
to make such funds available, the decision by the Secretary to 
make such funds available shall be submitted to the SHCC and 
shall contain a detailed statement of the reasons for the decision. 

"GRANTS FOR STATE HEALTH PLANNING AND DEVELOPMENT 

"SEc. 1525. (a) The Secretary shall make; grants to State health 
planning and development agencies designated under subsection 
(b) (2) or (b) (3) of section 1521 to assist them in meeting the costs 
of their operation. Any grant made under this subsection to a State 
Agency shall be available for obligation only for a period not to exceed 
the period for which its designation agreement is entered into or 
renewed. The amount of any grant made under this subsection shall 
be determined by the Secretary, except that no grant to .a designated 
State Agency may exceed 75 per centum of its OJ?6ration costs (as 
determined under regulations of the Secretary) dunng the period for 
which the grant is available for obligation. 

"(b) Grants under subsection (a) shall be made on such terms and 
conditions as the Secretary may prescribe; except that the Secretary 
may not make a grant to a State Agency unless he receives satisfactory 
assurances that the State Agency will expend in performing the func­
tions prescribed by section 1523 during the fiscal year for which the 
p-ant is sought an amount of funds from non-Federal sources which 
IS at least as great as the average amount of funds expended, in the 
three years immediately preceding the fiscal year for which such grant 
is sought, by the State, for which such State Agency has been desig­
nated, for.the purposes for which funds under such grant may be used 
(excluding expenditures of a nonrecurring nature). 

" (c) For the purpose of making payments under grants under 
subsection (a), there are authorized to be appropriated $25,000,000 
for the fiscal year ending June 30, 1975,$30,000,000 for the fiscal year 
ending June 30, 1976, and $35,0001000 for the fiscal year ending 
June 30, 1977. 

"GRANTS FOR RATE REGULATION 

"SEc. 1526. (a) For the purpose of demonstrating the e:lfectiveness 
of State Agencies regulating rates for the provision of health care, 
the Secretary may make to a State Agency designated, under~ agree­
ment entered into under section 152l(b) (3), for a State which (in 
aooordance with regulations prescribed by the Secretary) has indicated 
an intent to regulate (not later than six months after the date of the 
enactment Of this title) rates for the provision of health care within 
the State. Not more than six State Agencies may receive grants under 
this subsection. 

"(b)(l) A State Agency which receives a grant under subsection 
(a) shall-

" (A) provide the Secretary satisfactory evidence that the State 
A.gency has under State law the authority to carry out rate regula­
tion functions in accordance with this section and provide the 
Secretary a current budget for the perfonnance of such functions 
by it; 

"(B) set forth in such detail as the Secretary may prescribe 
the qualifications for personnel having responsibility in the per­
forinance of such functions, and shall have a professional sta:lf 
for rate regulation, which sta:lf shall be headed by a Director; . 
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" (C) provide for such methods of administration as found 
by the Secretary to be necessary for the proper and efficient admin­
istration of such functions; 

"(D) perform its functions in accordance with procedures 
established and published by it, which procedures shall conform 
to the requirements of section 1532; 

"(E) comply with the requirements prescribed by paragraphs 
(6) through (12) of section 1522(b) with respect to the functions 
prescribed by subsection (a) ; 

"(F) provide for the establishment of a procedure under which 
the State Agency will obtain the recommendation of the appro­
priate health systems agency prior to conducting a review· of the 
rates charged or proposed to be charged for services; and 

"(G) meet such other requirements as the Secretary may pre­
scribe. 

"(2) In prescribing requirements under paragraph (1) of this sub­
section, the Secretary shall consider the manner in which a State 
Agency shall perform its functions under a grant under subsection 
(a) , including whether the State Agency should-

"(A) permit those engaged in the delivery of health services· .... ~-~0 
to retam savings accruing to them from effective management and@~· !) <' 
cost control, ~ ~, 

"(B) create incentives at each point in the delivery of health ::i · ~ 
serv~ces for utilization of the most economical modes of services \:-) 1; J 
feasible, · '\ t!J "':-,/ 

" (C) document the need for and cost implications of each new "--.-•. / 
service for which a determination of reimbursement rates is 
sought, and 

"(D) employ for each type or class of person engaged in the 
delivery of health services-

'' ( i) a unit for determining the reimbursement rates, and 
" (h) a base for determining rates of change in the reim­

bursement rates, 
which unit and base are satisfactory to the Secretary. 

"(c) Grants under subsection ('a) shall be made.on such terms and 
conditions as the Secretary may prescribe, except that ( 1) such a grant 
shall be available for obligation only during the one-year period 
beginning on the date such grant was made, and ( 2) no State Agency 
mat; receive more than three grants under subsection (a). 

' (d) Each State Agency which receives a grant under subsection 
(a) shall report to the Secretary (in such form and manner as he shall 
prescribe) on the effectiveness of the rate regulation program assisted 
by such grant. The '8ecretary sh·all report annually to the Congress on 
the effectiveness of the programs assisted hy the grants authorized by 
subsection (a) . . -

" (e) There are authorized to be appropriated to make payments 
under grants under subsection (a), $4,000,000 for the fiscal ye:ar end­
ing June 30, 1975, $5,000,000 for the fiscal year ending June 30, 1976, 
and $6,000,000 for the fiscal year ending June 30, 1977. 

"PART D-GENERAL PROVISIONS 

"DEFINITIONS 

"SEc. 1531. For purposes of this title: 
"(1) The term ~state' includes the District of Columbia and the 

Commonwealth of Puerto Rico. 
"(2) The term 'Governor' means the chief executive officer of a State 

or his designee. 
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"(3) The term 'pl:'Ovider of health care' means an individual-
"(A) who is a direct provider of health care (including a phy­

sician, dentist, nurse, podiatrist, or J;>hysician assistant) in that 
the individual's primary current activity is the provision of health 
care to individuals or the administration of facilities or institu­
tions (including hospitals, long-term care facilities, outpatient 
facilities, and health maintenance organizations) in which such 
care is provided and, when ~uired by State law, the individual 
has received professianal trahung in the provision of such care o:r 
in such administration and is licensed or certified for such pro­
vision or administration; or 

"(B) who is an indirect provider of 4,ealth care in that the 
individual-

1' ( i) holds a fiduciary position with, or has a fiduciary 
interest in, any entity de8cribed in subclause (II) or (IV) of 
clause (ii); · 

"(ii) receives (either directly or through his spouse) more 
than one-tenth of his gross annual income from any one or 
combination of the following: 

"(I) Fees or other compensation for research into or _,..,..;") 
instruction in the provision of health care. / ~ · t '"' It D 

"(II) Entities engaged in the provision of health care f<::o <"_... 

or in such research or instruction. . { ~ ~ . 
"(III) Producing or supplying drugs or other articles \""' .::;, , 

for individuals or entities for use in the provision of or ~ · "t-/ 
in research into or instruction in the provision of health ~,.·· 
care. 

"(IV) Entities engaged in producing drugs or such 
. other articles. 

" (iii) is a member of the immediate family of an individual 
described in subparagraph (A) or in clause (i), (ii), or (iv) 
of subparagraph (B) ; or 

"(iv) is engaged in issuing any policy or contract of 
individual or group health insurance or hospital or medical 
service benefits. 

"(4) the term 'health resources' includes health services, health 
professions personnel, and health facilities, except that such term does 
not include Christian Science sanatoriums operated, or listed and cer­
tified, by the First Church of Christ, Scientist, Boston, Massachusetts. 

"(5) The term 'institutional health services' means the health serv­
ices provided through health care facilities and health maintenance 
organizations (as such facilities and organizations a,re defined in 
regulations prescribed under section 1122 of the Social Security Act) 
and includes the entities through which such services are provided. 

"PROCEDURES AND CRITERL>\ FOR REVIEWS OF PROPOSED HEALTH 
SYSTEM CHANGES 

· "SEC. 1532. (a) In conducting reviews pursuant to subsections (e), 
(f), and (g) of section 1513 or in conducting any other reviews of pro­
posed or existing health services, each health systems agency shall 
(except to the extent approved by the Secretary J follow procedures, 
and apply criteria, developed and published by the agency in accord­
ance wtth regulations of the Secretary; and in performing its review 
functions under section 1523, a State Agency shall (except to the 
extent approved by the Secretary) follow procedures, and apply cri­
teria, developed and published by the State Agency in accordance with 
regulations of the Secretary. Procedures and criteria for reviews by 
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health systems agencies and States Agencies may vary according to the 
purpose for which a particular review is being conducted or the type 
of health services being reviewed. · 

"(b) Each health systems agency and State Agency shall include 
in the procedures required by subsection (a) at least the following: 

" ( 1) Written notification to affected persons of the ·beginning 
of a review. · 

"(2) Schedules for reviews which provide that no review shall, 
to the extent practicable, take longer than ninety days from the 
date the notification described in paragraph ( 1) is made. 

"(3) Provision for persons subject to a review to submit to the 
agency or State Agency (in such form and manner as the agency 
or State Agency shall prescribe and publish) such information as 
the agency or State Agency may require concerning the subject of 
such review. 

"(4) Submission of applications (subject to review by a health 
systems agency or a State Agency) made under this Act or other 
provisions of law for ]fedel"f!.l financial assistance for health serv­
Ices to the health systems agency or State Agency at such time and 
in such manner as it may require. . 

" ( 5) Submission of penodic reports by providers of health 
services and other persons subject to agency or State Agency 
review respecting the development of proposals subject to review. 

" ( 6) Provision for written findings which state the basis for any 
final decision or recommendation made by the agency or State 
Agency. 

" ( 7) Notification of providers of health services and other per­
sons subject to agency or State Agency review of the status of the 
age~cy or Sta~e Au.enc_y review o~ the health services or p;oposals 
subJect to review, lindings made m the course of such review, and 
ether appropriate information respecting such review. 

"(8) Provision for public heanngsin the course of agency or 
State Agency review if requested by persons directly affected by 
the review; and provision for public hearings, for good cause 
shown, respecting agency and State Agency decisions. 

"(9) PreparatiOn and publication of regular reports by the 
agency and State Agency of the reviews being conducted ( includ­
ing a statement concerning the status of each such review) and 
of the reviews completed by the agency and State Agency (includ­
ing a general statement of the findings and decisions made in 
the course of such reviews) since the publication of lhe last 
such report. 

" ( 10) Access by the general public to all applications reviewed 
by the agency and State Agency and to all other written materials 
pertinent to any agency or Sta.te Agency review. 

"(11) In the case of constructiOn projects, submission to the 
agency and State Agency by the entities proposing the projects of 
letters of intent in such detail as may be necessary to mform the 
agency and State Au.ency of the scope and nature of the projects 
at the earliest possilile opportunity in the course of planning of 
such construction projects. . 

" (c) Criteria required by subsection (a) for health systems agency 
and State Agericy review shall include consideration of at least the 
following: 

"(1) The relationship of the health services being reviewed to 
the applicable HSP and AlP. 

"(2} The relationship of services reviewed to the long-range 
developm~nt plan (if any) of the person providing or proposing 
such semces. 
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" ( 3) The need that the population served or to be served by 
such services has for such seriices. 

" ( 4) The availability of alternatives, less costly, or more 
effective methods of providing such services. 

"(5) The relationship of services reviewed to the existing 
health care system of ~he area in which such services are provided 
or proposed to be provided. 

"(6) In the case of health services proposed to be provided, the 
availability of resources (including hea1th manpower, manage­
ment personnel, and funds for capital and operating needs) for 
the provision of such services and the availability of alternative· 
uses of such resources for the provision of other health services. 

" ( 7) The special needs and circumstances of those entities which 
provide a substantial portion of their services or resources, or both, 
to individuals not res1ding in the health service areas in which the 
entities are located or in adjacent health service areas. Such enti­
ties may include medical and other health professions schools, 
multidisciplinary clinics, specialty centers, and such otHer entities 
as the Secretary may by regulation prescribe. 

" ( 8) The special needs and circumstances of health maintenance /~· r·o~ 
or~amzations for which assistance may be provided under title 6~ · b <:\ 
XIII. · · :] -.;: \ 

" ( 9) In the case of a. construction project-:- , < ::c J 
"(A) the costs and methods of the proposed construction, uv.> · .(;.':;, 

and 4> ""/ 
"(B) the probable impact of the construction project 

reviewed on the costs of providing health services by the 
person proposing such construction. project. 

"TECHNICAL ASSISTANCE FOR HEALTH SYSTEMS AGENCIES AND STATE 
HEALTH PLANNING AND DEVELOPMENT AGENCIES 

"SEc. 1533. (a.) The Secretary sha.ll provide (directly or through 
grants or contracts, or both) to deSignated health systems agencies and 
State Agencies ( 1) assistance in developing their health pla.ns and 
approaches to planning various types of health services, (2) technical 
materia.Is, including methodologies, policies, and standards appro­
priate for use in health planning, and ( 3) other technical assistance 
as may be ~ecessary in order that such agencies may properly perfom1 
their functmns. . · 

"(b) The Secretary sha.ll include in the materials provided under 
subsection (a.) the followin~ :· · 

"(1) (A} Specification of the minimum da.ta needed to deter­
mine the hea.lth status of the residents of a. hea.Ith service area 
a.n<l the: determinants of such sta.tus. 
·"(B) Specification ofthe minimum data needed to determine 

the sta.tus of the hea.lth resources and services of a health service 
area. 

" (C) Specification of the minimum da.ta. needed to describe the 
use of health resources and services within a health service a.rea. 

"(2) Pla.nning a.pproaches, methodologies, policies, and stand­
ards which shall be consistent with the guidelines esta.blished by 
the Secreta;ry under section 1501 for a.ppropria.te planning and 
development of· health resources, and which sha.ll cover the 
priorities listed in section 1502. 

"(3) Guidelines for the organization and operation of health 
systems a.gencies and State Agencies including guidelines for-­

"(A) the structure of a. health systems agency, consistent 
with section 1512(b), and of a State Agency, consistent with 
section 1522 ; · 
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"(B) the conduct of the planning !1Ild development 
pl"'CeBSeS. 

" (C) the performance of health systems agency functions 
in accordance with section 1513; !1Ild . · . .._.,/ 

"(D) the perform!1Ilce of State Agency functions in 
accordance with section 1523. 

" (c) In order to facilitate the exchange of information concerning 
health services, health resources, and healthplanning and resources 
development practice and methodology, the Secretary shall establish 
a national health planning information center to support. the health 
pli1Ilning and resources development programs of health systems 
agencies, State Agencies, and other entities concer:ned with health 
planning and resources development; to provide access to current 
information on health p111I1ning and resources development; and to 

• provide information for use in the analysis of issues !1Ild problems 
related to health pli1Ilning and resources development. 

" (d) The Secretary shall establish the following within one year of 
the date of enactment of this title: 

" ( 1) A uniform system for calculating the "aggregate. cost of 
operation !1Ild the aggregate volume of services provided by health 
services institutions as defined by the Secretary in regulations. 
Such system sha. 11 provide for the calculation of the aggregate &'· f e t? D ''\. 
volume to be based on : ~ ~ -<_... \ 

"(A) Thenumberofpatientdays; _, ~) 
''(B) Thenumberofpatientadmissions; ~ . ;; 
"(C) Thenumberofout-patientvisits; and ~·:> ¢l 
"(D) Other relevant factors as determined by the • "' 

Secretary. • 
"(2) A uniform system for cost accounting and calculating 

the volume of services provided by health services institutions. 
Such system shall : 

" (A) . Include the establishment of specific cost cente~ 
and, where appropriate, subcost centers. 

"(B) Include the designation of an appropriate volume 
factor for each cost center. 

"(C) Provide for an appropriate application of such sys­
tem in the different types of institutions (including hospitals, 
nursing homes, and other typl*> of health services institu­
tions), :and different sizes of such types of institutions. 

"(3) A uniform system for calculating rates to be charged to 
health insurers and other health institutions payors by health 
service institutions. Such syStem shall : 

"(A) Be :based on an all-inclusive rate for various cate­
gories of patients (including, ;but not limited to individuals 
receiving medical, surgical, pediatric, obstetric, and psychi­
atric institutional health services). 

" (B) Provide tha't such rates reflect the true cost of ·pro­
viding services to each such category of patients. The system 
shall provide that revenues derived from patients in one cate­
gory shall not be used to support the provision of services to 
'P81tlents in any other category. . 

"(C) Provide for an appropria'te application of such sys­
tem in the different types of institutions (including hospitals, 
nursing homes, and other types of health service institutions) 
and different sizes of such types of institutions. 

"(D) Provide that differences in rates to various classes 
of purchasers (including health insurers, direct service pay-
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ors, and other health institution payors) be based on justified 
and documented differences in the costs of operation of health 
service institutions made possible by the actions of such 
purchasers. 

" ( 4) A classification system for health services institutions. 
Such classification system shall quantitatively describe and group 
health services institutions of the various types. Factors included 
in such classification system shall include--

"(A) the number of beds operated by an institution; 
"(B) the geographic location of an institution; 
" (C) the operation of a postgraduate physician training 

program by an institution; and 
"(D) the complexity of services provided by an institution. 

" ( 5 )· A uniform system for the reporting iby health services 
institutions of-

" (A) the aggregate cost of operation and the aggregate 
volume of services, as calculated in accordance with the sys- ~~. \'0 I? D 
tern established by the Secretary under J?aragraph (1); ~ <',.... 

"(B) the costs and volume of semces at various cost ;: '; 
centers, and subcost centers, as calculated in accordance with . """ -"' 
the system estwblished by the Secretary under paragraph \ ..-, .;· 
(2); and 

"(C) rates, by category of patient and class of purchaser, 
as calculated in accordance with the system established by 
the Secretary under paragraph ( 3). 

Such system shall provide for an appropriate application of such 
system in the different types of institutions (including hospitals, 
nursing homes, and other types of health services institutions) 
and different sizes of such institutions. 

"OENTERS FOR HEALTH PLANNING 

"SEC. 1534. (a) For the purposes of assisting the Secretary in carry­
ing out this title, providing such technical and consulting assistance 
as health systems agencies and State Agencies may from time to time 
require, conducting research, studies and analyses of health planning 
and resources develoJ?ment, and developing health planning 
approaches, methodologies, policies, an~ standards, the Secretary shall 
by grants or contracts, or both, assist public or private nonprofit 
entities in meeting the costs of planning and developing new centers, 
and operating existing and new centers, for multidisciplinary health 
plannmg development and assistance. To the extent practicable, the 
Secretary shall provide assistance under this section so that at least 
five such centers will be in operation by June 30, 1976. 

"(b) (1) No grant or contract may be made under this section for 
planning or developing a center unless the Secretary determines that 
when it is operational it will meet the requirements listed in paragraph 
(2) and no grant or contract may be made under this section :for 
operation of a center unless the center meets such requirements. 

"(2) The requirements referred to in paragraph (1) are as fo1lows: 
"(A) There shall be a full-time director of the center who 

possesses a demonstrated capacity for substantial accomplish­
ment and leadership in the field of health planning and resources 
development, and there shall be such additional professional 
staff as may be appropriate. 

" (B) The staff of the center shall represent a diversity of 
relevant disciplines. 
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"-(C) Such additional requirements as the Secretary may by 
regulation prescribe. 

" (c) C~nters assisted under this section ( 1) may enter into arrange­
ments with health systems agencies and State Agencies for the 
provision of such services as may be appropriate and necessary in 
assisting the agencies and State Agencies in performing their func­
tions under section 1513 or 1523, respectively, and (2) shall use 
methods (satisfactory to the Secretary) to disseminate to such agencies 
and State Agencies such planning approaches, methodoligies, policies 
and standards as they develop. · 

"(d) For the purpose of making payments {)Ursuant to grants and 
contracts under subsection (a) there are~author1zed to be appropriated 
$5,000,000 for the fiscal year ending June 30, 1975, $8,000,000 for the 
fiscal year ending June 30, 1976, and $10,000,000 for the fiscal yea,r 
ending June 30, 1977. · 

"REVIEW BY THE SECRETARY 

"SEc. 1535. (a) The Secretary shall review and approve or disap- !? ,;) 
prove the annual b. udget of e.ach designated health systems age. nc}" . -;;; .. I' v R tJ 
and State Agency. In making such review and approval or disapproval "-' <',... 
the Secretary shall consider the comments of Statewide Health 1 ;;;: ';; 

qoordinat!ng Councils submitted under section 1524(c) (3). Informa-~~ - ~ 
twn submitted to the Secretary by a health systems agency or a State .:; -,. · 
Agency in connection with the Secretary's reView under this subsection __/ 
shall be made available by the Secretary, upon request, to the 
appropriate committees (and their subcommittees) of the Congress. 

"(b) The Secretary shall prescribe performance standards covering 
the structure, operation, and performance of the functions of each 
designated health systems agency and State Agency, and he shall 
establish a reporting system ba,sed on the performance standards 
that allows for contmuous review of the structure, operation, and 
performance of the functions of such agencies. 

" (c) The Secretary shall review in detail at least every three years 
the structure, operation, and performance of the functions of each 
designated health systems agency to determine-

" ( 1) the adequacy of the HSP of the agency for meeting the 
needs of the residents of the area for a healthful environment 
and for accessible, acceptable and continuous quality health care 
at reasonable costs, and the effectiveness of the AlP in achieving 
the system described in the HSP; 

"(2) if the structure, operation, and performance of the func­
tions of the agency meet the requirements of sections 1512 (b) 
and 1513; 

" ( 3) the extent to which the agency's governing body (and 
executive committee (if an.Y)) represents the residents of the 
health service area for whtch the agency is designated; 

" ( 4) the professional credentials and competence of the staff 
of the agency; 

" ( 5) the appropriateness of the data assembledlursuant to 
section 1513(b) (1) and the quality of the analrses o such data; 

" ( 6) the extent to which technical and finanCial assistance from 
the agency have been utilized in an effective manner to achieve 
goals and objectives of the HSP and the AlP; and 

"(7) the extent to which it may be demonstrated that-
" (A) the health of the residents in the agency's health 

service area has been improved; ~ 
"(B) the accessibility, acceptability, continuity, and qual~ 

ity of health care in such area has been improved; and 
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" (C) increases in costs of the provision of health care 
have been restrained. 

" (d) The Secretary shall review in detail at least every three years 
the structure, operation, and performance of the functions of each 
designated State Agency to determine--: 

" ( 1) the adequacy of the State health plan of the Statewide 
. Health poordinating Council ~repared under section 1524(c) (2) 

in meetmg the needs of the restdents of the State for a healthful 
environment and for accessible, acceptable, and continuous qual· 
ity health care at reasonable costs; 

"(2) if the structure, operation, and performance of the func­
tions of the State Agency meet the requirements of sections 1522 
and 1523; 

"(3) the extent to which the Sta:tewide Health Coordinating 
Council has a membership meeting, and has performed in a 
manner consistent with, the requirements of section 1524; 

" ( 4) the professional credentials and competence of the staff 
of the State Agency; {."f~O~·~ 

"(5) the extent to which financial assistance provided under c,:,' <..,... 
title XVI by the State Agency has been used in an effective man- ~ ~ 
ner to achieve the State's health plan under section 1524(c)(2); · a::. :;:,.! 
~ ~ ~ 

" ( 6) the extent to which it may be demonstrated that- ,// 
"(A) the health of the residents of the State has been 

~p(roBvledh; 'b'l' t b'l' · · d 1' t e access1 1 1ty, accep .a 11ty, oontmmty, an qua 1ty 
of hea th care in the State has been improved; and 

"(C) increases in costs of the provision of health care have 
been restrained. 

"SPECIAL PROVISIONS FOR CERTAIN STATES AND TERRITORIES 

"SEC. 1636. (a) Any State which-
"(1) has no county or municipal public health institution or 

department, and 
"(2) has, prior to the date of enactment of this title, main­

tained a health planning system which substantially complies 
with the purposes of this title, 

and the· Virgin Islands, Guam, the Trust Territories in the Pacific 
Islands1 and American Samoa shall each be considered in accordance 
with subSection (b) to be a State for {>urposes of this title. 

"(b) In the case of an entity which under subsection (a} is to be 
considered a State for purposes of this title---

"(1) no health service area shall be establi.shed withm.· it, 
"(2) no health systems agency shall be designated for it, 
"(3)'the State Agency designated for it under section 1521 

may, m addition to the fUnctions prescribed by section 15231 per­
form the functions prescribed by section 1513 and shall be eligible 
to receive grants authorized by sections 1516 and 1640 and 

" ( 4:) the chief executive office shall appoint the Statewide 
Health Coordinating Council prescribed by section 1524 in accord­
ance with the regulation of the Secretary." 

REVISION OF HEALTH RESOURCES DEVELOPHENT PROGRAMS UNDER THE 
PUBLIC HEALTH SERVICE AOT 

SEC. 4. The Public Health Service Act. as amended by section 3, 
is amended by adding after title XV the following new title: 
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"TITLE XVI-HEALTH RESOURCES DEVELOPMENT 

"PART A-PURPOSE, STATE PLAN, AND PROJECT APPROVAL 

"PURPOSE 

"Soo. 1601. It is the purpose of this title to provide assistance, 
through allotments under part B and loans and loan guarantees 
and interest subsidies under part C, for projects for-

" ( 1) modernization of medical facilities; · · 
" ( 2) construction of new outpatient medical facilities; 
" ( 3) construction of new inpatient medical facilities in areas 

which have experienced (as determined under regulations of the 
Secretary) recent rapid population growth; and · 

" ( 4) conversion of existing medical facilities for the provision 
of new health services, 

and to provide assistance, through grants under part D, for construc­
tion and modernization projects designed to prevent or eliminate 
safety hazards in medical facilities or to avoid noncompliance by such 
facilities with licensure or accredita.tion standards. 

&
/~o/?>., 
(·. u _ ......... 
,, <'.,.. \ 

"SEC. 1602. The Secretary shall by regulation- o' \ 
"(1) rescribe the general manner in which the State Agency q 

of each ~tate shall determine for the State medical facilities _plan . :>,. ~~ 

"GENERAL R,EGULATIONS 

under section 1603 the priority among projects within the State \:: ':;. 
for which assistance is available under this title, based on the '---.,.... 
relative need of different areas within the State for such projects 
and giving special consideration-

" (A) to projects for medical facilities serving areas 
with relatively small financial resources and for medical 
facilities serving rural communities, 

"(B) in the case of projects for modernization of medical 
facilities, to projects for facilities serving densely populated 
areas, 

" (C) in the case of projects for construction of outpatient 
medical facilities, to projects that will be located in, and pro­
vide services for residents of, areas determined by the Sec­
retary to be rural or urban poverty areas, 

"(D) to projects designed to (i) eliminate or prevent immi­
nent safety hazards as defined by Federal, State, or local fire, 
building, or life safety codes or regulations, or ( ii) avoid 
noncompliance with State or voluntary licensure or accredita­
tion standards, and 

"(E) to projects for medical facilities which, alone or in 
conjunction with other facilities, will provide comprehensive 
health care, including outpatient and preventive care as well 
as hospitalization; _ 

"(2) prescribe for medical facilities projects assisted under this­
title general standards of construction, modernization, and equip­
ment for medical facilities of different classes and in different 
types of location; 

"(3) prescribe criteria for determining needs for medical facil­
ity beds and needs for medical facilities, and for developing plans 
for the distribution of such beds and facilities; 

"(4) prescribe criteria for determining the extent to which 
existing medical facilities are in need of modernization; 
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" ( 5) require each State medical facilities plan under section 
1503 to provide for adequate medical facilities for all persons 
residing in the State and adequate facilities to furnish needed 
health services for persons unable to pay therefor; and 

" ( 6) prescribe the general manner in which each entity which 
receives financial assistance under this title or has received finan­
cial assistance under this title or title VI shall be required to com­
ply with the assurances required to be made at the time such 
assistance was received and the means by which such entity shall 
be required to demonstrate compliance with such assurances. 

An entity subject to the requirements prescribed pursuant to para­
graph ( 6) respecting compliance with assurances made in ·connection 
with receipt of financial assistance· shall submit periodically to the 
Secretary data and information which reasonably supports the 
entity's compliance with such assurances. The Secretary may not waive 
the requirement of the preceding sentence. 

"STATE MEDICAL FACILITIES PLAN 

"SEc. 1603. (a) Before an application for assistance under this · 
title (other than part D) for a medical facility project described in ~ 
section l601 may be approved, the State Agency of the State in which ' f o ~ ll '-
such project is located must have submitted t.o the Secretary and had ~~· <.-~ 
approved by him a State medical facilities plan. To be approved. f :3 o, 
by the Secretary a State medical facilities plan for a State must-.: 1 

:;_ f:: . 
"(1) prescribe that the State Agency of the State shall admin- ~.->.., "::,'1/ 

ister or supervise the administration of the plan and contain evi- ·, ;·/ 
dence satisfactory to the Secretary that the State Agency has the · 
authority to carry out the plan in conformity with this title; 

" ( 2) prescribe that the Statewide Health Coordinating Council 
of the State shall advise and consult with the State Agency in 
carrying out the plan; 

"(3) -be approved by the Statewide Health Coordinating Coun­
cil as consistent with the State health plan developed pursuant to 
section 1524( c) (2); 

" ( 4) ~t forth, in accordance with criteria established in regu­
lations prescribed under section 1602(a) and on the basis of a 
statewide inventory of existing medical facilities, a survey of 
need, and the plans of health systems agencies within the State-

"(A) the number and type of medical facility beds and 
medical facilities needed to provide adequate inpatient care 
to people residing in the State, and a plan for the distribution 
of such beds and facilities in health services areas throughout 
theState, · 

" (B) the number and type of outpatient and other medical 
facilities needed to provide adequate public health services 
and outpatient care to people residi~ in the State, and a 
plan for the distribution of such facilities in health service 
areas throughout the State, and 

"(C) the extent to which existing medical facilities in tlie 
State are in need of modernization or conversion to new uses; 

" ( 5) set forth a program for the State for assistance under this 
title for projects descnbed in section 1601, which program shall 
indicate the type of assistance which should be made available 
to each project and shall conform to the assessment of need set 
forth pursuant to paragraph ( 4) and regulations promulgated 
under section 1602 (a) ; · 
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" ( 6) set forth (in accordance with regulatiqns promulgated 
under section 1602 (a)) priorities for the provision of assistance 
under this title for projects in the program set forth pursuant to 
paragraph ( 4) ; 

"(7) provide minimum requirements (to be fixed in the discre­
tion of the State .Agency) for the maintenance and operation of 
facilities which receive ll.'lSistance under this title, and provide for 
enforcement of such standards; 

"(8) provide for affording to every applicant for assistance 
for a medical facilities project under this title an opportunity 
for a hearing before the State .Agency; and 

" ( 9) provide that the State .Agency will from time to time, but 
not less often than annually, review the plan and submit to the 
Secretary any modifications thereof which it considers necessary. 

"(b) The Secretary shall approve any State medical facilities plan 
and any modification thereof which complies with the provisions of 
subsectiOn (a) if the State .Agency, as determined under the review 
made under section 1535 (d), is organized and operated in the manner 
prescribed by section 1522 and is carrying out its functions under sec­
tion 1523 in a manner satisfactory to the Secretary. If any such plan 
or modification thereof shall have been disapproved by the Secretary 
for failure to comply with- subsection (a), the Secretary shall, upon 
request of the State .Agency, afford it an opportunity for hearing. 

"APPROVAL OF PROJECTS 

"SEc. 1604. (a) For each project described in section 1601 and 
· included within a State's State medical facilities plan approved 
under section 1603 there shall be submitted to the Secretary, through 
the State's State .Agency, an application . .An application for a grant 
under section 1625 shall be submitted directly to the Secretary. Except 
as provided in section 1625, the applicant under such an application 
may be a State, a political subdivision of a State or any other _Public 
entity, or a private nonprofit entity. If two or more entities jom in a 
project, an application for such project may be filed by any of such 
entities or by all of them. 

"(b) (1) Except as authorized under paragraph (2), an application 
for any project shall set forth-

" (.A) in the case of a modernization project for a medical 
facility for continuation of existing health services, a finding 
by the State .Agency of a continued need for such services, and, 
in the case of any other project for a medical facility, a finding by 
the State .Agency of the need for the new health services to be 
provided through the ·medical facility upon completion of the 
project; 

"(B) a description of the site of such project; 
"(C) plans and specifications therefor which meet the require­

ments of the regulations prescribed under section 1602(a); 
"(D) reasonable assurance that title to such site is or will be 

vested in one or more of the entities filing the application or in a 
public or other nonprofit entity which is to operate the facility 
on completion of the project; 

"(E) reasonable assurance that adequate financial support will 
be available for the completion of the project and for its mainte­
nance and operation when completed, and, for the purpose of 
determining if the requirements of this subparagraph are met, 
Federal assistance provided directly to a medical facility which is 
located in an area determined by the Secretary to be an urban or 
rural poverty area or through benefits provided individuals 
served at such facility shall be considered as financial support; 
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'' (F) the type of assistance being sought under this title for the 
project; 

" (G) except in the case of a project under section 1625, a certifi­
cation by the State Agency of the Federal share for the project; 

"(H) reasonable assurance that all laborers and mechanics 
employed by contractors or subcontractors in the performance of 
work on a project will be paid wages at rates not less than those 
prevailing on similar construction in the locality as determined 
by the Secretary of Labor in accordance with the Act of March 3, 
1931 (40 U.S.C. 276a-276a-5, known as the Davis-Bacon Act), 
and the Secretary of Labor shall have with respect to such labor 
standards the authority and functions set forth in Reorganization 
Plan Numbered 14 of 1950 (15 F.R. 3176; 5 U.S.C. Appendix) 
and section 2 of the Act of June 13, 1934 ( 40 U.S. C. 276c) ; 

"(I) in the cast of a project for the construction or moderniza­
tion of an outpatient facility1 reasonable assurance that the serv­
ices of a general hospital will be available to patients at such 
facility who are in need of hospital care; and · 

" ( J) reasonable assurance that at all times after such applica­
tion is approved (i) the facility or portion thereof to be con­
structed, or modernized, or converted will be made available to 
all persons residing or employed in the area served by the facility, 
and ( ii) there will be made available in the facility or portion 
thereof to be constructed, modernized, or converted a reasonable 
volume of services to persons unable to pay therefor and the Sec­
retary, in determinin~ the reasonableness of the volume of services 
provided, shall take mto considemtion the extent to which com­
pliance is feasible from a financial viewpoint. 

"(2} (A) The Seeretary may waive-
"(i) !the requirements of subparagraph (C) of paragraph (1} 

for compliance with modernization and equipment standards pre­
scribed pursuant to section 1602 (a) ( 2), and 

"(ii) the requirement of subpamgraph (D) of paragraph (1) 
respecting title to a pr~ject site, 

in the case of an application for a project described in subparagraph 
(B). 

"_{B) A project referred to in subparagraph (A) is a project-
" ( i) for the modernization of an outpa!tient medical facility 

which will provide general purpose health services, which is not 
.part of a hospital, and which will serve a medically underserved 
poplliation as defined in seCtion 16a3 or as designated by a health 
systems agency, and 

"(ii) for which the applicant seeks (I) not more than $20,000 
from the allotments made under part B to the State in which it is 
located, or (II) a loan under part C the principal amount of 
which does not exceed $20,000. · 

" (c) The Secretary shall approve an application submitted under 
subsection (b) (other than an application for a grant under section 
1625) if- . . 

"(1) in the case of a project to be assisted from an allotment 
made under part B, there are sufficient funds in such allotment to 
pazr the Federal share of the projeet; and 

'(2) the Secretary finds that-
"(A) the application (i) is in conformity with the State 

medical facilities plan approved under section 1603, (ii) has 
been approved and recommended by the State Agency, (iii) 
is for a project which is entitled to priority over other proj­
ects within the State as determined in accordance with the 
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approved State medical facilities plan, and ( iv) contains 
the assurances required by subsection (b) ; and 

"(B) the plans and specifications for the project meet the 
· requirements of the regulations prescribed pursuant to sec~ 

tion 1602(a). 
" (d) No .application (other than an application for a grant under 

section 1625) shall be disapproved until the Secretary has afforded 
the State Agency an opportunity for a hearin~J· . 

"(e) Amendment of any approved apPlication shall be subject to 
apJ>roval in the same manner as an origmal application. 

(f) Each application shall be reviewed by health systems agencies 
in accordance with section 1513 (e). 

"PART B-ALLOTMENTS 

"ALLOTMENTS 

"SEc. 1610. (a) For each fiscal year, the Secretary shall, in accord~ 
ance with regulations, make from sums appropriated for such fiscal 
year under section 1513 allotments among the States on the basis of 
the population, the financial need, and need for medical facilities · 
projects described in section 1601 of the respective States. The popu~ 

6 
f o I? tl 

lation of the States shall be determined on the basis of the latest ~ ~ · <'.,. 
figures certified by the Secretary of Commerce. ..... al 

"(b) (1) The allotment to any State (other than Guam, American \ ~ ~ 
Samoa, the Virgin Islands, or the Trust Territory of the Pacific -,~" ..,.~; 
Islands) for any fiscal year shall be not less than _$1,000,000; and the \.( ':/ 
allotment to Guam, American Samoa, the Virgin Islands, and the ......___.,., 
Trust Territory of the Pacific Islands for any fiscal year shall be not 
less than $500,000 each. 

"(2) Notwithstanding paragraph (1), if the amount appropriated 
under section 1613 for any fiscal year is less than the amount required 
to provide allotments in accordance with paragraph (1), the amount 
of the allotment to any State for such fiscal year shall be an. amount 
which bears the same ratio to the amount prescribed for such State 
by paragraph ( 1) as the amount appropriated for such fiscal year 
bears to the amount of appropriatiOns needed to make allotments 
to all the States in accordance with paragraph (1). 

" (c) Any amount allotted to a. State for a fiscal year under subsec­
tion (a) and remaining unobligated at the end of such year shall 
remain available to such State1 for the purpose for which made, for 
the next two fiscal years (and tor such years only), in addition to the 
amounts allotted to such State for such purposes for such next two 
fiscal years; except that any such amount which is unobligated at 
the end of the first of such next two years and which the Secretary 
determines will remain unobligated at the close of the second of such 
next two years may be reallotted by the Secretary, to be available for 
the purposes for which made until the close of the second of such 
next two years, to other States which have need therefort on such basis 
as the Secretary deems equitable and consistent with the purposes of 
this title. Any amount so reallotted to a State shall be in addition to 
the amounts allotted and available to the State for the same period. 

"Sl!lO. 1611. (a) If with respect to any medical facility project 
approved under section 1604 the State Agency certifies (upon the 
basis of inspection by it) to the Secretary that, in accordance with 
approved plans and specifications, work has been performed upon 

• 
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the pr__oj~ct or purchases have boon m3;de fo~ it and tha~ payment fror_n 
the applicable allotment of the State m which the proJect 1s located lS 
due for the project, the Secretary shall, except as provided in subsec­
tion (b), make such payment to the State. . 

"(b) The Secretary is authorized to not make payments to a State 
pursuant to subsection (a) in the following circumstances: 

"(1) If such State is not authorized by law to make payments 
for an approved medical facility project from the payment to be 
made by the Sec~tary pul"Suant to subsection (a), or if the State 
so requests~ the Secretary shall make the payment from the State. 
allotment directly to the applicant for such l?roject. 

"(2) If the Secretary, after investigat10n or otherwise, has 
reason to believe that any act (or failure to act) has occurred 
requiring action pursuant to section 1612, payment by the Secre­
tary may, after he has given the State Agency Mtice and 
opportunity for hearing pursuant to such section, be withheld, in 
whole or in part, pending corrective action or action based on such ' 
hearing.· 

In no event may the total of payments made under subsection (a) with 
respect to any project exceed an amount equal to the Federal share 
of such project. . 
· " (c) In case an amendment to an ·a.pproved applica.tion is approved 

as provided in section 1604 or the estimated cost of a project is revised 
upward, any additional payment with respect thereto may be made 
from the applicable ·allotment of the State for the fiscal year in which 
such amendment or revision is approved. . 

" (d) In any fiscal year-
"(1) not more than 20 per centum of the amount of a State's 

allotment available for obligation in tha.t fiscal year may be obli­
gated for projects in the State for construction of new facilities 
for the provision of inpatient health care to persons residing in 
areas of the State which have experienced rectmt rapid popul~tion 
growth; and . . 

" ( 2) not less than 25 per centum of the amount of a State's 
allotment available :for obligation in that fiscal year shall be obli­
gated for projects for outpatient facilities which will serve 
medically underserved J?Opulations. · 

In the administration of thlS part, the Secretary shall seek to assure 
that in each fiscal year at least one half of the amount obligated for 
projects pursuant to par~ph. (2) shall be obligated for projects 
which will serve rural medica.lly underserved populations. 

"WITHHOLDING OF PAYl\OlNTS AND OTHER OO:MP.LIANOI!l ACTIONS 

"SEC. 1~12. (a) ~enever the Secretary, after reasonable notice and 
oppottumty for heanng to the State Agency concerned finds-

"(!) that the State Agency is oot complying substantially with 
the l?rovisions required by section 1603 to be included in its State 
medical facilities plan, · 
· "(2) that any assurance required to be given in an &J>plication 
filed under section 1604 is not being or ca.nnot be carried out, or 

"(3) that there is a substantial failure to carry out plans and 
specifications· approved by the Secretary under section 1604, 

the Secretary shall take the action authorized by subsection (b) unless, 
in the case of compliance with assurances, the Secretary requires com~ 
pliance by other means authorized by law. 

"(b) ( 1) Upon a finding described in subsection (a) and after notice 
to the State Agency concerned, the Secretary may-
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"(A) withhold from all projects within the State with respect 
to which the finding was made further payments from the State's 
allotment under section 1610, or 

"(B) withhold from the specific projects with respect to which 
the finding was made further payments from the applicable State 
allotment under section 1610. 

"(2) Payments maybe withheld, in whole or in part, under para­
graph (1)-

"(A) until the basis for the finding upon which the withholding 
was made no longer exists, or . 

"(B) if corrective action to make such finding inapplicable 
cannot be made, until the State concerned repays or arranges for 
the repayment of Federal funds paid under this part for projects 
which because of the finding are not entitled to such funds. 

" (c) The Secretary shall investigate and ascertain, on a periodic 
basis, with res~t to each entity which is receiving financial assistance 
under this title or which has received financial assistance under title 
VI or this title, the extent of compliance by such entity with the 
assurances required to be made at the time such assistance was received. 
If the Secretary finds that such an entity has failed to comply with 
any such assurance, the Secretary shall take the action authorized by 
subsection (b) or take any other action authorized by law (including 
an action for specific performance brought by the Attorney General 
upon request of the Secretary) which will effect compliance by the 
entity w1th such assurances. An appropriate action to effectuate com­
pliance with any such assurance may be brought by a person other 
than the Secretary only if a complaint has been filed by such person 
with the Secretary and the Secretary has dismissed such complaint 
or the Attorney General has not brought a·eivil action for compliance 
with such assurance within 6 months after the date on which the 
complaint was filed with the Secretary. 

( 

"AUTHORIZATION OF APPROPRIATIONS 

"SEc. 1613. Except as provided in section 1625 (d), there are author­
ized to be appropriated for allotments under section 1510 $125,000,000 
for the fiscal year ending June 30, 1975, $130,000,000 for the fiscal year 
ending June 30; 1976, and $135,000,000 for the fiscal year ending 
June 30, 1977. 

"PABT C-LoANS AND LoAN GuARANTEES 

"AUTHORITY FOR LOANS AND J,OAN GUARANTEES 

"SEC. 1620. (a) The Secretary, during the period beginning July 1, 
1974, and ending .Tune 30, 1977, may, in accordance with this part, 
make loans from the fund established ·under section l622(d) t-o pay 
the Federal share of projects approved under section 1604. 

"(b) (1) The Secretary, during the period beginning July 1, 1974, 
and ending June 30, 1977, may, in accordance with this part, guarantee 
to-

"(i) non-Federal lenders for their loans to nonprofit private 
entities for medical facilities projects, and . 

" ( ii) the Federal Financing Bank for its loans to nonprofit 
priv.ate entities for such projects, 

payment of principal and interest on such loans if applications for 
assistance for such projects under this title have been approved under 
section 1604. 
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"(2) In the case of a guarantee of any loan to a nonprofit private 
entity under this title, the Sooretary shall pay, to the holder of such 
loan and for and on behalf of the project for which the loan was 
made amounts sufficient to reduce by 3 per centum per annum the net 
effective interest rate otherwise payable on such loan. Each holder of 
such a loan which is guaranteed under this title shall have a con­
tractual right to receive from the United States interest payments 
required by the preceding sentence. 

" (c) The cumulative total of the principal of the loans outstanding 
at any time with respect to which guarantees have been issued, or 
which have been directly made, may not. exceed such limitations as 
may be specified in approJ?ciation Acts. 

" (d) The Secretary, with the consent of the Secretary of Housing 
and Urban Development, shall obtain from the De;partment of Hous­
ing and Urban Development such assistance with respect to the 
administration of this part. as will promote efficiency and economy 
thereof. 

"ALLOCATION AMONG THE STATES 

'~SEc. 1621. (a) For each fiscal year, the total amount of principal 
of-

"(1) loans to nonprofit private entities which may be guar-
anteed, or · 

"(2) loans which may be directly made, 
under this part shall be allotted by the Secretary among the States, 
in accordance with regulations, on the basis of the population, finan­
cial need, and need for medical facilities projects aescribed in ~tion 
1601 of the respective States. The population of the States shall be 
determined on the basis of the latest figures certified by the Secretary 
of Commerce. 

"(b) Any amount allotted to a State for a fiscal year under 
subsection (a) and remaining unobligated at the end of such year shall 
remain available to such State, for the purpose for which made, 
for the next two fiscal years (and for such years orily), in addition 
to the amounts allotted to such State for such purposes for such 
next two fiscal years; except that any such amount which is unob­
ligated at the end of the first of such next two years and which 
the Secretary determines will remain unobligated at the close of the 
second of such next two years may be reallotted by the Secretary, 
to be available for the purposes for which made until the close of the 
second of such next two years, to other States which have need there­
for, on such basis as the Secretary deellllil equitable and consistent 
with the purposes of this title. Any amount so reallotted to a State 
shall be in addition to the amounts allotted and available to the State 
for the same period. 

"GENERAL PROVISIONS RELATING TO WAN GUARANTEEs AND WANS 

"SEC. 1622. (a) (1) The Secretary may not approve a loan ~ar­
antee for a project under this part unless he determines that (A) the 
terms, conditions, security (if any), and schedule and amount of 
repayments with respect to the loan are sufficient to protect the finan­
cial mterests of the United States and are otherwise reasonable, includ­
ing a determination that the rate of interest does not exceed such per 
centum per annum on the principal oblig-ation outstanding as the 
Sec:etary determines to be reasonable, takmg into account the range 
of mterest rates prevailing in the private market for similar loans 
and the risks assumed by the United States, and (B) the loan would 
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not be available on reasonable terms and conditions without the 
guarantee under this part. 

"(2) (A) The United States shall be entitled to recover from the 
applicant for a loan guarantee u.nder this part the amoti.nt of any 
payment made pursuant to such guarantee, unless the Secretary for 
good cause waives such right of recovery; and, upon making any such 
payment, the United States shall be subrogated to all of the rights of 
the recipient of the payments with respect to which the guarantee was 
made. 

"(B) To the extent permitted by subparagraph (C), any terms and 
conditions applicable to a loan guarantee under this part (including 
terms and conditions imposed under subparagraph (D) ) may be modi­
fied by the Secretary to the extent he determines it to be consistent 
with the financial interest ofthe United States. 

" (C) Any loan guarantee made by the Secretary under this part 
shall be incontestable (i) in the hands of an applicant on whose behalf 
such guarantee is made unless the applicant engaged in fraud or mis­
representation in securing such guarantee, and ( ii) as to any person 
(or his successor in interest) who makes or contracts to make a loan 
to sue~ a~plicant in relianc~ thereon unle!lS such pe~n ( f!I' his s_uc- . 
cessor Ill mterest)' engaged Ill fraud or misrepresentation. m making n ~ 
or contracting to make such loan. / .. "\· ' ~ <' ~ 

"(D) Guarantees of loans under this part shall be subject to such(~ -;\ 
further tehns and conditions as the Secreta determines to be neces- ~ ;: 1 
sary to assure that the purposes of this. title will be achieved. , ~ y''l;; 1 

"(b) (1) The Secretary may not approve a loan under this part ·-( "' 
unless- "'-.... 

" (A) the Secretary is reasonably satisfied that the applicant 
under the project for which the loan would be made will be able 
to make payments of principal and interest thereon when due, and 

"(B) the applicant provides the Secretary with reasonable 
assurances that there will be available to it such additional funds 
as may be necessary to complete the project or undertaking with 
respect to which such loan is requested. . 

"(2) Any loan made under this part shall (A) have such security, 
(B) have such maturity date, (C) be repayable in such installments, 
(D) bear interest at a rate comparable to the current rate of interest 
prevailing, on the date the loan is made, with respect to loans guaran­
teed under this part, minus 3 per centum ,J?er annum, and (E) be 
subject to such other terms and conditions ( includin~ provisions for 
recovery in case of default), as the Secretary determmes to be neces­
sary to carry out the purposes of this title while adequately protecting 
the financial interests of the United States. 

" ( 3) The Secretary may, for good cause but with due regard to the 
financial interests of the United States, waive any right of recovery 
which he has by reasons of the failure of a borrower to make payments 
of principal of and interest on a loan made under this part, except 
that if such loan is sold and guaranteed, any such waiver shall have 
no effect upon the Secretary's guarantee of timely payment of principal 
and interest. 

" (c) ( 1} The Secretary shall from time to time, but with due regard 
to the financial interests of the United St~ttes, sell loans made under 
this pari either on the private market or to the Federal National 
Mortgage Association in accordance with ~tion 302 of the Federal 
National Mortgage Association Charter Act or to the Federal Financ-
in~ Bank. -

'(2) Any loan so sold shall be sold.for an amount which is equal 
(or approximately equal) to the amount of the unpaid principal of 
such loans as of time of sale. · 



8.2994---43 

" ( 3) (A) The Secretary is authorized to enter into an agreement 
with the purchaser of any loan sold under this part under which the 
Secreta~ agrees-

" ( i) to guarantee to such purchaser (and any successor in 
interest to such purchaser) payments of the principal and interest 
pa;rable under such loan, and 

' ( ii) to pay as an interest subsidy to such purchaser (and any 
successor in mterest of such purchaser) amounts which, when 
added to the a.mount of interest payable on such loan, are eq_uiv~ 
.alent to a rea.sonable rate of interest on such loan as determmed 
by the Secretary after taking into account the range of prevailing 
interest rates in the private market on similar loans and the 

/ risks assumed by the United States. 
"(B) Anyagreementundersubparagraph (A)-

" ( i) may provide that the Secretary sh~ll act as agent o~ any 
such purchaser, for the purpose of collectmg from the entity to 
which such loan was made and paying over to such pm~haser 
any payments of principal and interest payable by such entity 
under such loan; . 

" ( ii) may provide for the repurchase by the Secretary of any ~~' o R h 

such loan on such terms and conditions as may be specified in the ~ · v <' " , agreement; . _, <;:~ 
"(iii) shall provide that, in the event of any default by the '"; " 

entity to which ~uch loan was made in payment of principal or ·::,, 
interest due on such loan, the Secretary shall, upon notification to " 
the purchaser (or to the successor in interest of such purchaser), 
have the option to close out such loan (and any obligations of the 
Secretary with respect thereto) by paying to· the purchaser (or 
his successor in interest) the total amount of outstanding princi~ 
pal ·and interest due thereon at the time of such notification; 
and 

" ( iv) shall provide that, in the event such loan is closed out as 
provided in clause (iii), or in the event of any other loss incurred 
by the Secretary by reason of the failure of such entity to make 
payments of principal or interest on such loa;n, the Secretary shall 
be subrogated to all rights of such purchaser for recovery of such 
loss from sue'h entity. 

"(4) Amounts received by the Secretary as :proceeds from the sale 
of loans under this subsection shall be deposited m the fund established 
under subsection (d). 

" (d) ( 1) There is established in the Treasury a loan and loan guar~ 
-antee fund (hereinafter in this subsection referred to as the ':fund') 
which shall be availa·ble to the Secretary without fisool year limitation, 
in such amounts as may be specified from time to time in appropria~ 
tion Acts- · 

" (A) to enable him to make loans under this part, . 
"(B) to ena!ble him to discharge his responsibilities under loan 

guarantees issued by him under this part, · 
"(C) for paymentofinterestundersection 1620(b) (2) on loans 

guaranteed under this part, 
"(D) for repurchase of loans under subsection (e) (3) (B), and 
"(E} for ,payment of interest on loans which are sold and 

guaranteed. 
There are authorized to be ·appropriated from time to time such 
amounts as may ·be necessary to provide the sums required for the 
fund. There s~all also ~ _ deJ>!>sited in the fund amounts received by 
the Secretary In connection w1th loans and loan guarantees under this 
part and other property or assets derived by him from his opemtions 
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respecting such loans and loan guarantees, including any mon~y 
derived from the sale of assets. 

"(2) If at any time the sums in the funds are insufficient to enable 
the Secretary-

"(A) to make payments of interest under section 1620(b) (2), 
"(B) to otherwise comply with guarantees under this part of 

loans to nonprofit private entities, 
"(C) in the case ofa loan which was made, sold, and guaran­

teed under. this part, to make to the purchaser of such loan pay­
ments of principal and~interest on such loan after default by the 
entity to which the loan was made, or 

"(D) to repurchase loans under subsection (c) (3) (B), and 
"(E) to make payments of interest on loans which are sold and· 

guaranteed, 
he is authorized to issue to the Secretary of the Treasury notes or 
other obligations in such forms and denominations, bearing such 
maturities, and subject to such terJ!ls and conditions, as may be ·pre­
scribed by the Secretary with the approval of the Secretary of the 
Treasury. Such notes or other obligations shall bear interest at a 
rate determined by the Secretary of the Treasury, taking into con­
sideration the current average market yield on outstahdin~ market­
able obligations of the United States of comparable maturities during 
the month preceding the issuance of the notes or other obligations. 
The Secretary of the Treasury shall purchase any notes and other 
obligations issued under this paragraph and for that purpose he may 
use as a public debt transaction the proceeds from the sale of any 
securities issued under the Second Liberty Bond Act, and the pur­
poses for which the securities may be issued under that Act are 
extended to include any purchase of such notes and obligations. The 
Secretary of the Treasury may at any time sell any of the notes or 
other obligations acquired by him under this paragraph. All redemp­
tions, purchases, and sales by the Secretary of the Treasury of such 
notes or other obligations shall be treated as a public debt transactions 
of the United States. Sums borrowed under this paragraph shall be 
deposited in the fund and redemption of such notes and obligations 
shall be made by the Secretary from the fund. 

" (e) ( 1) The assets, commitments, obligations, and outstanding 
balances of the loan guarantee and loan fund established in the 
Treasury by section 626 shall be transferred to the flllld established 
by subsection (d) of this section. 

"(2) To prov1de additional capitalization for the fund established 
under subsection (d) there are authorized to be appropriated to the 
fund, such sums as may be necessary for the fiscal years ending 
June 30, 1975, June 30, 1976, and June 30, 1977. ' 

"PART D-PROJECT GRANTS 

"PROJECT GRANTS 

"SEC. 1625. (a) The Secretary may make grants for construction~ 
or modernization projects designed to (1) eliminate or prevent immi­
nent safety hazards as defined by Federal, State, or local fire, building, 
or life safety codes or regulations, or (2) avoid noncompliance with 
State or voluntary licensure or accreditatiOn standards. A grant under 
this subsection may only be made to a State or political subdivision of 
a State, including any city, town, county, borough, hospital district 
authority, or public or quasi-public corporation, for a proJect described 
in the preceding sentence for any medical facility owned or operated 
by it. 
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"(b) .An application for a grant under subsection (a) may not be 
approved under section 1604 unless it contains assurances satisfactory 
to the Secretary that the applicant making the application would not 
be able to complete the project for which the application is submitted 
without the grant applied for. 

" (c) The amount of any grant under subsection (a) may not 
exceed 75 per centum of the cost of the project for which the grant is 
made unless the. project is located in an area determined by the 
Secretary to be an urban or rural poverty area, in which case the 
grant may cover up to 100 per centum of such costs. 

" (d) Of the sums appror.riated unde.r section 1613 for a fiscal 
year, there shall be made available for grants under subsection (a) for 
such fiscal year 22 per centum of such sums. 

"PART E-GENERAL PROVISIONS 

"JUDICIAL REVIEW 
"SEc.1630. If-

" ( 1) the Secretary refuses to approve an application for a 
project submitted under section 1604, the State Agency through 
which such application was submitted, or 

"(2) any State is dissatisfied with, or any entity will be · ~· f 0 li' o 
adversely affected by, the Secretary's action under section 1612, ~ <"...., 

such State or entity, . l ~ 
may appeal to the United States court of appeals for the circuit in ~ :"' J 
which such State Agency, State, or entity is located, by filing ·1> ... :~·/ 
a petition with such court within sixty days after such action. A copy J 
of the petition shall be forthwith transmitted by the clerk of the court 
to the Secretary, or any officer designated by him for that 
purpose. The Secretary thereupon shall file in the court the record 
of the proceedin~ on which he based his action, as provided in section . 
2112 of title 28. United States Code .. Upon the filing of such petition, 
the court shall have jurisdiction to affirm the action of the Secretary 
or to set it aside, in whole or in pa.rt, tempora.rily or permanently, 
but until the filirig of the record, the Secretary may modify or set 
aside his order. The findings of the Secretary as to the facts, if 
supported by substantial evidence, shall be conclusive, but the 
court, for good ca.use shown, ma.y remand the case to the Secretary 
to take further evidence, a.nd the Secretary may thereupon make new 
or modified findings of fact and may modify his previous action, 
and shall file in the c.ourt the record of the further proceedings. Such 
new or modified findin158 of fact shall likewise be conclusive 
if supported by substantial evidence. The judgment of the court 
affirming or setting aside, in whole .or in part, any action of the 
Secretary shall be final, subject to review by the Supreme Court of 
the United States upon certiorari or certification as provided in sec-
tion 1254 of title 28, United States Code. The commencement of pro-
ceedings under this section shall not, unless so specifica.lly 
ordered by the Court, operate as a stay of the Secretary's action. 

"RECOVERY 

"SEC. 1631. (a) If ariy facility c.onstructed, modernized, or con­
verted with funds provided under this title is, a:t any time 
within twenty years after. the completion of such construction, 
modernization, or conversion with such funds-

" ( 1) sold or transferred to any person or entity (A) which 
is not 9ualified to file an application under section 1604, or (B) 
which 1s not a.pproved as a transferee by the State Agency of the 
State in which such facility is loca.ted, or its successor; or 
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" ( 2) not used as a medical facility, and the Secretary has not 
determined that there is good cause for termination of such use, 

the United States shall be entitled to recover irom either the 
transferor or the transferee in the case of a sale or transfer or from 
the owner in the case of termination of use an amount bearing the 
same ratio to the then value (as determined by the agreement 
of the parties or by action brought in the district court of the United 
States for the district in which the facility is situated) of so 
much of such facility as constituted an approved project or projects, 
as the amount of the Federal partici:J?&tion bore to the cost of the 
construction, modernization or conversion of such project or projects. 
Such right of recove,ry shah not constitute a lien upon such facility 
prior to judgment. _ 

"(b) The Secretary may waive the recovery rights of the United 
States under subsection (a) with respect to a facility in any State-

" ( 1) if (as determmed under regulations prescribed by the 
Secretary) the amount which could be recovered under subsection 
(a) with respect to such facility is applied to the development, 
expansion, or support of another medical facility located in such 
State which has been approved by the Statewide Health Coordi­
nating Council for such State as consistent with the State health 
plan established pursuant to section 1524( c) ; or 

"(2) if the Secretary determines, in accordance with regula­
tions, that there is good cause for waiving such requirement with 
respect to such facility. 

If the amount which the United States is entitled to recover under 
subsection (a) exceeds 90 per centum of tne total cost of the con­
struction or modernization project for a facility, a waiver under this 
subsection shall only apply with respect to an amount which is not 
more than 90 per centum of such total cost. The Secretary may not 
waive a right of recovery which arose one year before the date of the 
enactment of this title. _ 

"STATE CONTROL OF OPERATIONS 

"SEC. 1632. Except as otherwise specifically provided, nothing in 
this title shall be construed as conferring on any Federal officer or 
employee the right to exercise any supervision or control over the 
administration, personnel, maintenance, or operation of any facility 
with respect to which any funds have been or may be expended under 
this title. . 

"DEFINITIONS 

"SEc. 1633. For the purpos__es of this title-
"(1) The term 'Sta.te' mcludes the Commonwealth of Puerto Rico, 

Guam, American Samoa, the Trust Territo?1" of the Pacific Islands, 
the Virgin Islands, and the District of Columbta. 

"(2) The term 'Federal share' means the proportion of the cost of 
a medical facilities project which the State Agency determines the 
Federal Government will provide under allotment payments or a loan 
or loan guarantee under this title, except that-

" (A) in th~ case of a modernization project-
"(i) described--in section 1604:(b) (2) (B), and 
"(ii) the application for which received a waiver under 

section 1604(b) (2) (A), 
the proportion of the cost of such project to be paid by the Fed­
eral Government under allotment payments or a loan may not 
exceed $20,000 and may not exceed 100 per centum of the first 
$6,000 of the cost of such project and 66% per centum of the 
next $21,000 of such cost, 

' 
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"(B) in the case of a project (other than a project described 
in subparagraph (A)} to be assisted from an allotment made 
under part B, the proportion of the cost of such project to be paid 
by the Federal Government may not exceed 66% unless the proj­
ect is located in an area determined by the Secretary to be an urban 
or rural poverty area, in which case the proportion of the cost 
of such project to be paid by the Federal Government may be 
100 v.er centum, and 

" (C) in the case of a project (other than a project described 
in subparagraph (A)) to be assisted with a loan or loan guarantee 
made under part C, the principal amount of the loan directly 
made or guaranteed for such project, when added to any other 
assistance provided the project under this title, may not exceed 
90 per centum of the cost of such project unless the project is 
located in an area de~rmin_ed by the Secre~a.ry to be an urban or 
rural poverty area, m wh1eh case the prmCipal amount, when 
added to other assistance under this title, may cover up to 100 
per centum of the cost of the project. 

"(3) The term 'hospital' includes ~neral, tuberculosis, and other 
types of hospitals, .and related facilities, such as laboratories, out­
patient departments, nurses' home facilities, extended care facilities, 
facilities related to programs for home health services, self-care units, 
and central service facilities, operated in connection with hospitals, 
and also includes education or training facilities :for health profes-' 
sonal personnel operated as an integral part of a hospital, but does 
not include any hospital :furnishing primarily domiciliary care. 

" ( 4) The term 'public health center' means a publicly owned facil­
ity for the provision of public health services, including related pub­
licly owned facilities such as laboratories, clinics, and administrative 
offices operated in connection with such a facility. 

" ( 5) The term 'nonprofit' as applied to any facility means a facility 
which is owned and operated by one or more nonprofit corporations 
or associations no part of the net earnings of wh1ch inures, or may 
lawfully inure, to the benefit of any private shareholder or individual. 

" ( 6) The term 'outpatient medical facility' means a. medical facility 
(located in or apart from a hospital) for the diagnosis or·diagnos1s 
and treatment of ambulatory patients (including ambulatory 
inpatients)~ 

"(A) which is operated in connection with a hospital 
"(B) in which patient care is under the professiOnal' supervi­

sion of persons licensed to practice medicine or surgery in ·the State, 
or in the case of dental diagnosis or treatment, under the profes­
sional supervision of persons licensed to practice dentistry in the 
State· or · 

"(C) which offers to patients not requiring hospitalization the 
serviCes of licensed physicians in various medical specialties, and 
which provides to Its patients a. reasonably full-range of diag­
nostic and treatment services. 

"(7) The term 'rehabilitation facility' means a facilitY, which is 
operated for the primary purpose of aSSisting in. the rehabilitation of 
disabled persons through an integrated program of-· · 

"(A) medical evaluation and serVIces, and 
" (B) psychological, social, or vocational evaluation and 

undeS:::~nt professional supervision, and in the case of which 
the major portion of the required evaluation Md services is furnished 
within the facility; and either the facility is operated in connection· 
with a hospital, or all medical and related health services are pre· 
scribed by, or are under the genem.l direction of, persons licensed to 
practice medicine or surgery in the State. 
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"(8) The term 'facility for long-term care' means a :facility 
(including a skilled nursing or intermediate care facility) providing 
in-patient care for convalescent or chronic disease patients who 
required skilled nursing or intermediate care and related medical 
services-

" (A) which is a hospital (other than a hospital primarily :for 
the care and treatment of mentally m· or tuberculous patients) 
or is operated in connection with a hospital, or 

"{B) in which such care and medical services are prescribed 
by, or are performed under the general direction of, persons 
licensed to practice medicine or surgery in the State. 

"(9) The term 'construction' means construction of new buildings 
and initial equipment of such buildings andi in any case in which It 
will help to provide a fj,ervice not previous y- provided in the com­
munity, equipment of any buildings; includmg architects' fees, but 
excluding the cost of off-site improvements and, except with respect 
to public health centers, the cost of the acquisition of land. 

"(10) The term 'cost' as applied to construction, modernization, or 
conversion means the amount found by the Secretary to be necessary 
for construction, modernization, or conversion2 respectively, under a 
project, except that, in the case of a modernization project or a project 
assisted under part D, such term does not include any amount found 
by the Secretary to be attributable to expansion of the bed capacity 
of any facility. ' 

" ( 11) The term 'modernization' includes the alteration, expansion, 
major repair (to the extent permitted by regulations), remodeling, 
replacement, and renovation of existing buildings (including initial 
equipment thereof), and the replacement of obsolete equipment of 
existing buildings. 

"(12} The term 'title,' when used with reference to a site for a 
project, means a fee simple, or such other estate or interest (including 
a leasehold on which the rental does not exceed 4 per centum of the 
value of the land) as the Secretary finds sufficient to assure for a period 
of not less than twenty-five years' undisturbed use and possession for 
the purposes of construction, modernization, or conversion and opera­
tion of the project for a period of not less than (A) twenty years in 
the case of a project assisted under an allotment or grant under this 
title, or (B) the term of repayment of a loan made or guaranteed under 
this title in the case of a project assisted by a loan or loan guarantee. 

" ( 13) The term 'medical facility' mean's a hospital, public health 
center, outpatient medical facility, rehabilitation facility, facility for 
long-term care, or other facility (as may be designated by the 
Secretary) for the provision of health care to ambulatory patients. 

"(14) The term 'State Agency' means the State health planning 
and development a~ncy of a State designated under title XIV: 

" ( 15) The. term urban or rural poverty area' means an urban or 
rural geographical area (as defined by the Secretary) in which a 
percentage (as defined by the Secretary in accordance with the next 
sentence) of the residents of the area have incomes below the poverty 
level (as defined by the Secretary of Commerce). The percentage 
referred to in the preceding sentence shall be defined so that the 
percentage of the population of the United States residing in urban 
and rural poverty areas is--

"(A) not more than the percentage of the total population of 
the United States with incomes below the poverty level (as so 
defined) plus five per centum, and c 

"(B) not less than such percentage minus five per centum. 
"(16) The term 'medically underserved population' means the 

population of an urban or rural area designated by the Secretary as 
an area with a shortage of health facilities or a population ~rroup 
designated by the Secretary as having a shortage of such facilities. 
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''FINANCIAL STATEMENTS; REOORDS AND AUDIT 

"SEC. 1634. (a) In the case of any facility for whlch an allotment 
payment, grant, loan, or loan guarantee has been made under this title, 
the applicant for such payment, grant, loan, or loan guarantee (or, if 
appropriate, such other person as the Secretary may prescribe) shall 
file at least annually with the State Agency for the State in whlch the 
facility is located a statement which shall be in such form, and con­
tain such information, as the Secretary may require to accurately 
show-

" ( 1) the financial operations of the facility, and 
"(~) the costs to the facility of providins: health services in the 

facility and the charges made by the facility for providing such 
services. 

during the period with respect to which the statement is filed. 
"(b) (1) Each entity receiving Federal assistance under thls title 

shall keep such reoords as the Secretary shall prescribe, including rec­
ords which fully disclose the amount and disposition by such entity 
of the proceeds of such assistance, the total cost of the project in 
connectiOn with which such assistance is given or used, tlie amount 
of that portion of the cost of the project supplied by other sources, and 
such other records as will facilitate an effective audit. 

"(2) The Secretary and the Comptroller General of the United 
States, or any of their duly authorized representatives, shall have 
access for the purpose of audit and examination to any books, docu­
ments, papers, and reoords of such entities which in the opinion of 
the Secretary or the Comptroller General may be related or pertinent 
to the assistance referred to in pa,ragraph (1). 

" (c) Each such entity shall file at least annually with the Secretary 
a statement which shall be in such form, and contain such information, 
as the Secretary may require to accurately show-

" ( 1) the financial operations of the facility constructed or 
modernized with such assistance, and . 

"(2) the oosts to such fa.cility of providing health services in 
such facility, and the charges made for such services, during the 
period with respect to which the statement is filed. 

"TECHNICAL ASSISTANCE 

"SEC. 1635. ·The Secretary shall provide (either through the Depart­
ment of Health, Education, and Welfare or by contract) all necessary 
technical and other nonfinancial assistance to any public or other non­
profit entity which is eligible to apply for assistance under this title to 
assist such entity in developing applications to be submitted to the 
Secretary under section 1604. The Secretary shall make every effort to 
inform eligible applicants of the availability of assistance under this 
title. . 

"PART F-AREA HEALTH SERVICES DEVELOPMENT FUNDS 

"DEVELOPMENT GRANTS FOR AREA HEALTH SERVICES DEVELOPMENT 
FUNDS 

"SEc. 1640. (a) The Secretary shall make in each fiscal year a grant 
to each health system agency-

" ( 1) with which there is in effect a designation agreement under 
section 1515(c), 

"(2) whlch has in effect an HSP and AlP reviewed by the 
Statewide Health Coordinating Council, and 
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"{3) which1 as determined under the review made under sec­
tion 1535 (c), IS organized and operated in the manner prescribed 
by section 1512(b) and is performi:g.g its functions under section 
1513 in a manner satisfactory to the Secretary, 

to enable the agency to establish and maintain an Area Health Serv­
ices Development Fund from which it may make grants and enter into 
contracts in accordance with section 1513(c) (3). 

"(b) (1) Except as provided in paragraph (2), the amount of any 
grant under subsection (a) shall be determmed by the Secretary after 
taking into consideration the population of the health service area for 
which the health systems agency is designated1 the average family 
income of the area, and the supply of health services in the area. 

"(2) The amount of any grant under subsection (a) to a health 
systems agency for any fiscal year may not exceed the product of 
$1 and. the _population of the health service area for which such . . f 0 !?~,, 
agency IS designated. . . ~- · ~ ., 

"(c) No grant may be made under subsection (a) unless an appli-'" '~ 
cation therefor has been submitted to, and approved by, the Secretary.L_, ~I 
Such an application shall be submitted in such form and manner and ':, ;,; i 
contain such information as the Secretary may require. <P "'.1 

" (d) For the purpose of makin~ payments pursuant to grants under 
subsection (a), there are authonzed to be appropriated $25,000,000 
for the fiscal vear ending June 30, 1975,$75,000,000 for the fiscal year . . 
ending June ~30, 1976, and $120,000,000 for the fiscal year ending 
June 30, 1977.'.' 

MISOELLA:J!o<EOUS AND TRANSITIONAL PROVISIONS 

SEC. 5. (a) ( 1) There are authorized to be appropriated for the fiscal 
year ending June 30, 1975, and the next fiscal year such sums as may 
be necessary to make grants under section 314 (a) of the Public Health 
Service Act, except that no gl1¥lt made to a State with funds appro­
priated under this paragraph shall be available for obligation 
beyond-

(A) three months after the date on which a State health 
planning and development agency is designated for such State 
under section 1421 of such Act, or 

(B) June30,1976, 
whichever is later. 

(2) There are authorized to be appropriated for the fiscal year 
ending June 30, 1975, and the next fiscal year such sums as may be 
necessary to make grants under section 304 of the Public Health 
Service Act for experimental health services delivery systems, section 
314(b) of such Act, and title IX of such Act, except that .no grant 
made with funds appropriated under this paragraph shall be available 
for obligation beyond the later of (A) June 30, 1976, or (B) three 
months after the date on which a health systems agency has been 
designated under section 1415 of such Act for a health service area 
which includes the area of the entity for which a grant is made under 
such section 304, 314(b), or title IX. 

(b) Any State which has in the fiscal year ending June 30, 1975, 
or the next fiscal year funds available for obligation from its allot­
ments under rart A of title VI of the Public Health Service Act may 
in such fisca year use for the proper and efficient administration 
during such year of its State plan approved under such part an 
amount of such funds which does not exceed 4 per centum of such funds 
or $100,000, whichever is less. 
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(c) A reference in any law or regulation-
(!) to the agency of a State which administers or supervises the 

admmistration of a State's health planning functions under a 
State plan approved under section 314(a) of the Public Health 
Service Act shall in the case of a State for which a State Health 
planning and development agency has been designated under 
section 1521 of such Act be considered a reference to the State 
agency designated under such section 1521 ; 

(2} to an agency or organization which has developed a com­
prehensive regional, metropolitan, or other local area plan or 
plans referred to in section 314(b) of the Public Health Service 
Act shall if all or part of the area covered by such plan or plans 
is within a health service area established under section 1511 of 
the Public Health Service Act be considered a reference to the 
health systems agency designated under s~tion 1515 of such Act 
for such health service area ; and / -~ 

( 3) to a regional medical program assisted under title IX of / \'- . f 0 A' b 
the Public He!I'lth Service Act shall ~f the program is located in / ,~ <' 
a State for w~Ich a State health p!annmg and developm~nt agency ; :....; 
has been designated under section 1521 of the Pubhc Health \""' , 
Service Act be considered a reference to such State agency. \~ '-'"~ 

(d) Section 316 of the Public Health Service Act is repealed. ~ 

ADVISORY COMMITTEE 

SEc. 6. (a) An advisory committee established by or pursuant to 
the Public Health Service Act, the Mental Retardation Facilities and 
Community Mental Health Centers Construction Act of 1963, or the 
Comprehensive Alcohol Abuse and Alcoholism Prevention, Treat­
ment, and Rehabilitation Act of 1970 shall terminate at such time 
as may be specifically prescribed by an Act of Congress enacted after 
the date of the enactment of this Act. . 

(b) The Secretary of Health, Education, and Welfare shall report, 
within one year after the date of the enactment of this Act, to the 
Committee on Labor and Public Welfare of the Senate and the Com­
mittee on Interstate and Foreign Commerce of the House of Repre­
sentatives (1) the purpose and use of each advisory committee 
established by or pursuant to the Public Health Service Act, the 
Mental Retardation Facilities and Community Mental Health Cen­
ters Construction Act of 1963, or the Comprehensive Alcohol Abuse 
and Alcoholism Prevention, Treatment, and Rehabilitation Act of 
1970 and (2) his recommendations respecting the termination of 
each such advisory committee. 

AGENCY REPORTS 

SEC. 7. The Secretary of Health, Education, and Welfare shall 
report, within one year of the date of the enactment of this Act, to 
the Committee on Labor and Public Welfare of the Senate and the 
Committee on Interstate and Foreign Commerce of the House of 
Representatives (1) the identity of each report required to be made 
by the Secretary under the Public Health Service ·Act, the Mental 
Retardation Facilities and Community Mental Health Centers Con­
struction Act of 1963, or the Comprehensive Alcohol Abuse and 
Alcoholism Prevention, Treatment, and Rehabilitation Act of 1970 
to the Congress (or any committee thereof), (2) the provision of such, 
Acts which requires each such report, (3) the purpose of each s~ch 
report, and ( 4) the due date for each such report. The report of the 
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Secretary under this section may include such recommendations as 
he considers appropriate for termination or consolidation of any such 
reporting requirements. . . 

TECHNICAL AMENDMENT . 

SEC. 8. Section 1306(b)(l) of the Public Health Service Act is 
amended to read as follows: 

"(b) (1) Except as provided in paragraph (2), the aggregate amount 
of principal of loans made or guaranteed, or both, under this section 
for a health maintenance organization may not exceed $2,500,000. 
In any fiscal year, the amount disbursed under a loan or loans made or 
guaranteed under this section for a health maintenance organization 
may not exceed $1,000,000,000." 

Speolcer of th6 H otUJe of RepreBentativGB. 

Vice Pf'68ide.nt of th6 United StateB and 
Pf'68ide.nt of th6 SeMts. 



. ' 

December 24, 1974 

near Mr. Di.rectalr: 

The roJ..l.ow1ng bUl.a me receivea at the White ~on Deceiaab. 216-thi 

S.J, !!ea. loo . / s.. ]1£1 ~ · ll.l!. 11958""/ &.I!, ll,6co~ . 
s.J. Res. 133 v./s• 3548 ": / H.R. 896J.~ / H.R. 14689"'-
s.J' • Bes~ v B. 3934 V II.B. 9}82 V/ B.B. 14718 ~ 
S. 251 S. 3943 ~ B.L 9199 V . · II.B. 15173 v 
S. 356v / S. 3976 V/ H.B. 9588 "?' H.B. 15223~ 
S. 52lv / S. 4o73t/' . JLR. 9654 ~ · lt.R. 15229 V _ 
S. 544 v ~ ~ B.R. 10212 ;;/;, lt.B. 15322 V/ 
6. 663 ~ fALJ., Res. ll78~.R. 10701:/' JI.R. 1.5971 -~ 
S. 754 ", / H.J. Bes. lcl80 B.B. lOTlO JI.R. 16o45~/ 
s. 101.7~ JLR. 42J.V . LR. l.062TV / JLJt. l.6215 v 
s. lo83 I / JLR. 1Tl5~ H.B. W.4Jt.~ IACR. ~~~. / 
S. 1.296V/ H.R. J.820 / B.B. ll2T3% H.:a. J.b9'~ / 
s, 1418 ~ B.R. 2208 B.R. 11796 V/ B.!l. 17010V / 
s. 2149 :/" JLR. 2933 / lt.R. l.lBo2 ,/ B.R. 17o4.5V 
s. 2446 I / B.R. 3203 '( / li.R. ll.B47 Jl.R. l7o85 ~ 
S. 2807 'fA- Jt.R. 3339 J.? B.R. ~ H.R. 17~ / 
S. 2854 V B.R. 526Jt. v/ H.R. (/, H.R. 17558 (/. 
S. 2888 V JI.R. 5463 ~ H.R. l2113 t/: H.R. 1759TV/ 

· s. 2994 ;/; B.R. 5m ~ H.R. 12427 i/ H.R. 17628 
s. 3022 ... I B.R. 7599 ;(' JI.R. 12884 ~ B.R. 17655 
6,. 3289~ lLR. 7684;,/ B.R. 13022 
s. 3358 i/. JI.R. 7767 V B.R. 13296 ,/ 
S. 3359~ B.R. 82l4 t/ H.R. 13869. /' 
S. 3394" / ll.R. 8322 B.R. l4449i/V ~ 
S. 34 33t/' JLR. 8591 ,;' H.R. 14461. 

Please lat the President have reports alXl recoomendations as to the 
approval. or these bills as soon as possible. 

The l!ono:rable Rcy L. Ash 
Director 
Off':!.ce of f-iana.gement ·and Budget 
Washington, D. c. 

Sincere]¥, 

Robert D. Linder 
Cbie:f' Executive Clerk 




