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93p CONGRESS SENATE REepPORT
2d Session No. 93-1285

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

NovEMBER 12, 1974.—Ordered to be printed
Filed under authority of the order of the Senate of October 11, 1974

Mr. KenNepy, from the Committee on Labor and Public Welfare,

submitted the following TR
v TN
REPORT w\
o
R 4
[Together with additional views] > /
[To accompany §. 2994] . 7

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.

LEecisLaTive BacRGrOUND

The legislative authority for existing programs for health planning
and resources development (the Comprehensive Health Planning, Re-
ional Medical, Hill-Burton, and Experimental Health Services De-
1very 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-
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93p CONGRESS HOUSE OF REPRESENTATIVES ReporT
2d Session No. 93-1640

NATIONAL HEALTH PLANNING AND RESOURCES
DEVELOPMENT ACT OF 1974

DECEMEBER 19, 1974.—Ordered to be printed

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

CONFERENCE REPORT

[To accoxﬁpﬁﬁy S. 2904]

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 19747.

Sec. 1. Short title; table of contents.
Sec. 2. Findings and purpose.
Sec. 3. Revision of health plannwing programs under the Public Health Service Act.
“TITLE XV—NATIONAL HEALTH PLANNING AND DEVELOPMENT
“Part A—National Guidelines for Health Planning
“Sec. 1501. National guidelines for health planning.

“Sec. 1502. National health priorities.
“Sec. 1503. National Council on Health Planning and Development.
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“«part B—Health Systems Agencies

“Sec. 1511. Health service areas.

“Sec. 15612. Hea,lti; syste&;t; agmgm agencics

“ unct o i encies.

“ggg: fgﬁ i&sistajr.:‘cse );0 entitieys desiring to be designated as health sys-
tems agencies. »

“See. 1515. Designation of health systems agenocies.

“Sec. 1516. Plonning grants.

“part O—~State Health Planning and Development

“Qee, 1521. Designation of State heolth planning ond development agencies.
“See. 1522. State administralive progrom. .

“Jee. 1528. State health planning and dﬁqvezapnwn? Functions.

“Sec, 1524, Statewide Health Ooordmatm:g Council,

“Sec. 1525. Grants for State kealth_plannmg and development.

“See. 1526. Grants for rate regulation.

“part D—General Provisions

“Sep. 1531. Definitions.

“ggg. 1582, Préiedwes and oriteria for reviews of proposed health system
changes. .

“Sec. 1533. Technigaz asgistance for health systems agencies and State
health planning and dqvezopment agencies.

“Sec. 1684 Centers for ’Iieaéth pgaﬁmng,

“See. 1535. Review by the Secretary. o

“Qec. 1586, Special provisions for certain States and Territories. Publi

4. Revision of heglth resources development programs under the Public

Health Service Act.

wpITLE XVI—HEALTH RESOURCES DEVELOPMENT

“part A—Purpose, Staie Plan, and Project Approval

“Sec. 1601. Purpose.

“Sec. 1602. Generalregulations.

“Sec. 1608, State medical facilities plan.
“Sec. 1604. Approvel of projects.

“Part B—Allotments
“Nee, 1610. .¢1t§<>t1m,ent.}r ot ;
“See. 1611. Payments from allotments.
“Sep. 1612, Withholding of payments and other compliance actions.
“Sec. 1613. Authorization of appropriations.

“Part C-—Loans and Loan Guamntees

“See. 1620. Authority for loans and loen guarentees.
“See. 1621, Allocation among States,
“Sec. 1622. General provisions relating to loan guarantees and loans.

“part D—Project Granits
“See, 1625. Project grants.
“Part E—General Provisions

“Sec. 1630. Judicial review.

“Sec. 1681. Recovery. .

“Sec. 1632. State conirol of operations.

“Sec. 1638. Definitions.

“See. 1684 Financial statements; records ond audit.
“Rec. 1635, Technical assistance.

3\

“Part F—Area Health Services Development Funds

“See. 1640. Area health services development funds.”
Sec. 5. Miscellaneous and transitional provisions.
Sec. 6. Advisory commitiees.
See. 7. Agency reports.,
Sec. 8. Technical amendmendt.

RINDINGS AND PURPOSE

“Sec. 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 ewisting
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 consequently has not made
possible equal access for everyone to such resources.

(8) The many and increasing responses to these problems by
the public sector (Federal, State, and local), and the private sec-
tor have not resulted in a comprehensive, rational approach to
the present—

(4) lack of uniformly effective methods of delivering
health care;

(B) maldistribution of health care facilities and man-
powery; and

(C) increasing cost of health care.

(4) Inereases 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.

(&) 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 results; and, thus, it is imperative that
the provider be encouraged to play an active role in developing
health policy at all levels. |

(6) Large segments of the public are lacking in basic knowledge |
regarding proper personal health care and methods for effective
use of available health services.

(&) In recognition of the magnitude of the problems described in
subsection {(a) and the urgency 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.
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REVISION OF HEALTH PLANNING PROGRAMS UNDER THE
PUBLIC HEALTH SERVIOCE ACT

Sec. 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—NarroxaL GuipeLiNES FOR HEALTH PLANNING

“NATIONAL GUIDELINES FOR HEALTH PLANNING

“Sec. 1501. (a) The Secretary shall, within eighteen months after
the date of the enactment of thas title, by regulation issue guidelines
concerning national health planning polici/ and shall, as he deems
appropriate, by regqulation revise such guidelines. Regulations under
this subsection shall be promulgated in accordance with section 563
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.

“(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 ex-
pressed in quantitative terms.

“(¢) 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 wnder part O,
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

“Skc. 1502. The Congress finds that the following deserve priorit
consideration in the formuwlation of national health planning gools
and, in the development and operation of Federal, State, and area
health planning and resources development programs :

“(1) T;L]e provision of primary care services for medically
underserved populations, especially those which are located in
rural or economically depressed areas.

“(2) 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).

“(8) 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.
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“(4) The training and increased utilization of physician assist-
ants, especially nurse clinicians.

“(8) The development of multi-institutional arrangements for
the sharing of support services necessary to all health service
institutions.

“(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 Or-
ganizations under part B of title X1 of the Social Security Act.

“(?) The development by health service institutions of the ca-
pacity to provide various levels of care (including intensive care,
acute general care, and extended care) on a geographically inte-
grated basis.

. “A8) The promotion of activities for the prevention of disease,
including studies of nutritional and environmental factors affect-
ing 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 pre'ventz've}b
health care and methods for effective use of available healt
services. :

“NATIONAL COUNCIL ON HEALTH PLANNING AND DEVELOPMENT

“Skc. 1503. (a) There is established in the Department of Health,
Education, and Welfare an advisory council to be known as the Na-
tional Council on Health Planning and Development (hereinafter in
this section referred to as the ‘Council’). The Council shall advise, con-
sult with, and make recommendations 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 medical technology
for the organization, delivery, and equitable distribution of health care
services.

“(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 ex 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, expe-
rience, 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 {ersons who are not providers of health services,
not more than three shall be officers or employees of the Federal Gov-
ernment, 1ot 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 Councils
under section 15624. The two major political parties shall have equal
representation among the voting members on the Council.
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“(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 only for the remainder of such term.

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

“(8) 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 office as a member of the Council.

“(¢) (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 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 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 functions.
In addition, the Council may procure the services of experts and con-
sultants 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 1}(a) of the Federal Advisory Com-
mittee Act shall not apply with respect to the Council.

“ParTr B—HEALTH SYsTEMS AGENCIES
“HEALTH SERVICH ARBAS

“Ske. 1611. (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.
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“(8) To the ewtent practicable, the area shall include at least
one center for the provision of highly specialized health services.

“(3) The area, upon its establishment, shall have a population
of not less than five hundred thousand or more than three million;
except 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 population of more than three mullion, and

“(B) the population of an area may— )

“({) 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

“(42) be less than—

“(I) 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 boundaries of
areas designated under section 1162 of the Social Security Act for
Professional Standards Review Organizations, existing regional
planning areas, and State planning and administrative areas.
The boundaries of a health service area shall be established so that, in
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 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 shall simultanecously 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
fs;etablz'shment of health service areas throughout the United
tates.
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“(B) A statement of the criteria prescribed by subsection (@)
for health service areas and the procedures prescribed by this
subsection for the designation of health service area boundarics.

“(0) A request that the Governor receiving the notice (¢)
designate 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 Stote of
health service areas located both in his State and in adjoining

- 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 re ferred
to in paragraph (2), with respect to such designations.

At the time such notice i8 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 Grovernor 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
executive officer or agency of the political subdivisions within the State,
the State agency which administers or supervises 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 I X. :

“(3) (A). Within two hundred and ten days after the date of enact-
ment of this title, the Secretary shaZlfmei&h a3 a notice in the Federal
Register the health service area boundary designations. The boundaries
for health service areas submitted by the Governors shall, except as
otherwise provided in subparagraph (B), constitute upon. their pub-
lication in the Federal Register the boundaries for such health service
areas. . o

“(B) (2) If the Secretary 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 sub-
mitted such boundary, make such revision in the boundary. for such
area (and as necessary, in the boundaries for adjoining health service
areas) as moy 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).
T'he Secretary shall notify the Governor of each State in which s
located a health service area whose boundary is revised under this
clause of the boundary revision and the reasons for such revision.

“(22) In the case of areas 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 service area
boundaries which include such areas. The Secretary shall notify the
Governor of each State in which is located a health service area the

T
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boundary for which is established under this clause of the boundaries
established. I'n carrying out the requirement of this clause, the Secre-
tary may make such revisions in boundaries submitted under subpara-
graph (A) as he determines ave necessary to mect the requirement of
subsection (a) for the establiskment 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 designated 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
o health service area no longer meets the requirements of subsection
(@), he may revise the boundaries in accordance with the procedures
prescribed by paragraph (3) (B) (i) for the establishment of bound-
aries of health service areas which include areas not included in bound-
aries submitted by the Governors. I [ the Secretary acts on his own
witiative to revise the boundaries of any health service area, he shall
consult with the Governor of the appropriate State or States, the enti-
ties referred to in paragraph (2), the appropriate health systems
agency or agencies designated under part B and the appropriate State-
wide Health Coordinating Council established under part C. A request
for boundary revision shall be made only after consultation with the
Governor of the appropriate State or States, the entities referred to
wn paragraph (2), the appropriate designated health systems agencies,
and the appropriate established Statewide Health Coordinating Coun-
cib and shall include the comments concerning the revision made by the
entities consulted in requesting the revision.

“(6) Within one year after the dute 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 (ewcept as pro-
vided in section 1636) 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.
metropolitan area, or other local area plan referred to in section
314(b), and

“(2) which otherwise meets the requirements of subsection (@),
shall be designated by the Secretary as o health service area wunless
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 planning and development of health resources, waives

-such requirement. -

“HEALTH SYSTEMS AGENCIER

“Skc. 1512. (a) Definition—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 o{ the functions
described in section 1513. 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 corporation (or similar legal mecha-
nism such as o 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
development functions; )

“(B) a public regional planning body if (i) ¢ has a governing
board composed of a majority of elected officials of units of gen-
eral local government or it is authorized by State law (in effect
before the date of enactment of this subsection) to carry out health

lanning and review functions such as those described in section
1513, and (#) its planning area is identical to the health service
area; or
“e ), @ 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 agency may not be an educational institution or oper-
ate such an institution.

“(2) Steff—

“(A) Ewpertise—A health systems agency shall have a staff
which provides the agency with expertise in at least the follow-
ing : (2) Administration, (i) the gathering and analysis of data,
(%) 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
o{aany health systems agency shall be not less than five, ewcept
that if the quotient of the population (rounded to the next highest
one hundred thousand ofp:ke health service area which the
agency serves divided by one hundred thousand is greater than
five, t%e minimum size of the professional staff shall be the lesser
of (i) such quotient, or (i) 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 shall not be less than the rate of pay
prevailing in the health service area for similar positions in 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) GQoverning Body.—

“(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 (O), 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 1613. Any
other health systems agency shall have a governing body com-
posed, in accordance with subparagraph (C), of not less t)‘:/an ten
members and of not more than tf?z‘rzy members, except that the
number of members may ewceed thirty if the governing body has
established another unit (referred to in this paragraph as an ‘ex-
ecutive committee’) composed, in accordance with subparagraph
(C), of not more than twenty-five members of the governing
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) (it)) as the governing body is
authorized to take. :

“(B) Responsibilities.—The governing body—

“(2) shall be responsible for the internal affairs of the

health systems agency, including 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 (g) of section 15613; :

“(w) shall be responsible for the establishment of the
health systems plan and annual implementation plan re-
quired by section 1513(b);

“(¢it) shall be responsible for the approval of grants and
contracts made and entered into under section 1613(c) (3) ;

“(iv) shall be responsible for the approval of all actions
%f:lgn pursuant to subsections (e),(f),(9),(h), of section

3

“(v) shall (1) issue an annual report concerning the activi-
ties of the agency, (11) 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 liabilitics, and (I1I) 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 costs
tnourred in attending meetings of the governing body;

“(vi) shall meet at least once 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

“(vit) shall (I) conduct its business meetings in public,
(I1) give adequate notice to the public of such meetings, and
}}551 ) gréqke its records and data available, upon request, to

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 woting 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
shall be not less than one-half of its members. .
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“(0) Composition—The membership of the governing body
and the executive committee (if any) 07;0 an agency shall meet the
following requirements:

“(3) A magjority (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 repre-
sentative of the social, economic, linguistic and racial popu-
lations, geographic areas of the hedlth service area, and
magjor 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) physicians
(partioularly practicing physicians), dentists, nurses, and
other health professionals, (I1) health care institutions
(particularly hospitals, long-term care facilities, and health
maintenance organizations), ({11 health care insurers, (IV')
health professional schools, and (V') the allied health profes-
sions. Not less than one-third of the gmviders of health care
who are members of the governing body or evecutive com-
mittee of a health systems agency shall be direct providers of
health care (as described in section 1631(3)).

“(4i2) The membership shall— )

(I} include (either through consumer or provider
members) public elected officials and other represent-
atives of governmental authorities in the agency’s health
service area and representatives of public and private
agencies in the arca concerned with health,

“(I1) 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 ?‘esidg in nonmetropolitan areas, and

“(III) if the health systems agency serves an area in
which there s located one or more hospitals or other
health care facilities of the Veterans’ Administration, in-
clude, as an cx officio member, an individual whom the
Chief Medical Director of the Veterans’ Administration
shall have designated for such purpose, and if the agency
serves an area in which therve is located one or more
quolified health maintenance organizations (within the
meaning of section 1310), include ab least one member
who is representative of such organizations.

“(tw) If,in the exercise of its functions, a governing body
or executive commitiee 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 suh-
comanitice or group described in this subparagraph.

“(4) Individual Liobility—No individual who, as a member or em-
ployee of a health systems 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 such duty,
function, or activity, has exercised due care, and has acted, with respect
to that performance, without malice toward any person affected by it.

“(8) Private Contributions—No health systems agency may accept
any funds or contributions of services or facilities from any individual
or private entity which has a financial, fiduciary, or other direct
interest in the development, expansion, or support of health resources
unless, in the case of an entity, it is an organization described in sec-
tion 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, 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—

“(A4) make such reports, in such form and containing such in-
formation, 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;

“(B) provide for such fiscal control and fund accounting
procedures as the Secretary may require to assure proper disburse-
ment of, and accounting for, amounts received from the Secretary
under this title and section 1640 and

“(0) permit the Secretary and the Comptroller General of the
United States, or their representatives, to have access for the pur-
pose of audit and ewamination to any books, documents, papers,
and records pertinent to the disposition of amaounits received from
the Secretary wnder this title and section 1640.

“(¢) Subarea Councils—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

Skc. 1513. (a) For the purpose of—
“(1) improving the health of residents of a health service area,
“(2) increasing the accessibility (including overcoming geo-
graphic, architectural, and transportation barriers), acceptability,
continuity, and quality of the health services provided them.

“(3) restraining increases in the cost of providing them health

services, and ) :

“(4) preventing unnecessary duplication of health resources,
each health systems agency shall have as its primary responsibility the
provision of effective ﬁe;%ﬁé, planning ,{or its health service aren and
the promotion of the development within the area of health services,
manpower, and. facilities which meet identified needs, reduce docu-
mented inefficiencies, and implement the health plans of the agency. T'o
meet its primary responsibility, a health systems agency shall carry
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out the functions described in subsections (b) through (g) of this
section.

“() In providing health planning and resources development for
its health service area, a health systems agency sholl perform the fol-
lowing functions: )

“(1) The agency shall assemble and analyze data concerning—

“(A) the status (and its determinanis) of the health of the
residents of its heulth service 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,
“(0) 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
resources, including health services, manpower, and,. facilities,
“(EY the patterns of utilization of the area’s health re-
sources, and
“(F) the environmental and occupational exposure factors
affecting immediate and long-term health conditions.
In carrying out this paragraph, the agency shall to the maximum
extent practicable use existing data (including data developed
under Federal health programs) and coordinate its activities with
the cooperative system provided for under section 306(e).

“(2) The agency shaﬁf 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 1508, and the data developed pursuant to paragraph
(1), establish, annually review, and amend as necessary a health
systems 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 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 account and is consistent with the
national guidelines for health planning policy issued by the Sec-
retary under section 1501 respecting supply, distribution, and
organization of health resources and services. Before establish-
ing an HSP, a health systems agency shall 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 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 place and period during which to submit written com-
ments 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 ‘AIP’) which describes objectives which
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will achieve the goals of the HSP and prioritics among the
objectives. In establishing the AIP, the agency shall give priority
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 such objectives to their benefits, and whick
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 AIP.

“(ey A health systems agency shall implement its HSP and AIP,
and in implementing the plans it shall perform at least the following
functions ;

“(1) The agency shall seek, to the extent practicable, to im-
plement 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 AIP, technical assistance to individuals and
public and private entities for the development of projects and
programs whick the agency determines are necessary to achieve
the health systems described in the HSP, including assistance in
%eet?éagg,; the requirements of the agency prescribed under section

22(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 determines are
necessary for the achievement of the health systems described in
the HSP. Such grants and contracts shall be made from the Area
Health Services Development Fund of the agency established
with funds provided under grants made wnder section 1640. No
grant or contract under this subsection may be used (A) to pay
the costs incurred by an entity or individual in the delivery of
health services (as defined in regqulations of the Secretary), 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 receives a grant or
contract under this paragraph for a project or program, such
individual or entity may recetve only one more such grant or
contract for such project or program. '

“}Eé) Each health systems agency shall coordinate its activities
with—

“(1) each Professional Standards Review O rganization (desig-
nated under section 1152 of the Social Security Act),

“(2) entities referred to in paragraphs (1) and (2) 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
1868 to carry out section JOI{b) of such Act,
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“(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. T'he agency shall,
as appropriate, secure dota 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 which alter the area’s
health system will be taken in @ manner which is consistent with the
HSP and the AIP in effect for the area, and, to the extent practicable,
provide technical assistance to such entities.

“(e) (1) (A) E'xcept as provided in subparagraph (B), each health
systems agency shall review and approve or disapprove each proposed
wuse within its health service area of Federal funds— _

“(i) appropriated under this Act, the Community Mental
Hedalth 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 health resources; or )

“(4i) made available by the State in which 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 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 (4) by
an Indian tribe or intertribal Indian organization for any program
or project which will be located within or will specifically serve—

“(?) 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

“(i¢) 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 @ health
systems agency sixty days to make the review required by such para-
graph. 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 deci-
sion, the Secretary shall give 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
such State agency’s comments (if any), may make such Federal
Junds 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 planwing and development agency and shall
contain @ detailed statement of the reasons for the decision.

“(3) Each health systems agency shall provide each Indian tribe
or inter-tribal Indian orgamization 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 recom-
mendations to the appropriate State health planming 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.

“(9) (1) Except as provided in paragraph (2), each health 8ys-
tems agency shall review on o pm&ioagtzsis (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 planning and development agency designated under section
1521 for each State in which the health systems agency’s health serv-
ice area s located respecting the appropriateness in the area of such
services.

“(2) A health systems agency shall complete its initial review of
ewisting institutional health services within three years after the date
of the agency’s designation under section 1515 (c).

“(R) Each health systems agency shall annually recommend to the
State health planning and development agency designated for each
State in which 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 service area which
projects will achieve the HSP and AIP of the health systems agency,
and (2) priorities among such projects. )

“ASRISTANCE TO ENTITIFS DESIRING TO BE DESIGNATED AS HEALTH
SYSTEMS AGENCIES

“Ske. 1514. The Secretary may provide all necessary technical and
other nonfinancial assistance (including the preparation of proto-
type plans of organization and operation) to nonprofit private entities

¥

(including entities presently receiving financial assistance under sec-
tion 314(b) or title IX or as ewperimental health service delivery
systems under section 304) which— -

“(1) 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
1612 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, §8-1640 --~ 3
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the requirements of this part for designation as a health systems
agency. “DESIGNATION OF HEALTH SYSTEMS AGENCIES

“Spc. 1515. (a) At the earliest practicable date after the estab-
lishment under section 1611 of health service areas (but not later
than eighteen months after the date of enactment of this title), the

Secretary shall enter into agreements in accordance with this section
or the designation 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 entz;y condsi-
tionally 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 nwet:zf and per-
forming. The number and type of such requirements & functions
shall, during the period of conditional designation, be progressively
increased 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 (¢). . ]

“(8) 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. V .

“(4) ;’%e Secretary may not enter into an agreement with any en-
tity under paragraph (1) for conditional designation as a health sys-
tems agency for a health service area until— i

“(‘413' the entity has submitted an application for such desig-
nation which contains assurances satisfactory to the Secretary
that wpon 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 16135 ) ) i

“(RB) a plan for the ord)erzy assumption and implementation of
the functions of & health systems agency has been received from
the applicant and approved by the Secretary; and

“((') the Secretary has consulted with the Governor of each
State in which such health service area is located and with such
other State and local officials as he may deem appropriate, with
respect to such designation. o o

In considering such applications, the Secretary sholl 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 agg}_lwa,—
tion was submitted, and each regional medical program esta ished
in such area under title IX. ] ) ‘

“(¢) (1) The Secretary shall enter into an agreement with an entity
for its designation as o health systems agency if, on the basis of an
application under paragraph (2) (and, in the case of an entity con-
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ditionally designated, on the basis of its performance during a period
of conditional designation under subsection (b) as a health systems
agency for a health service area), 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
wnder this subsection with an entity may be renewed in accordance
with paragraph (3), shall contain such provisions respecting the
requirements of sections 1612(b) and 1513 and such conditions 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;
except that, prior to the empiration of such term, such agreement may
be terminated— ,
“(A) by the entity at such time and wpon 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 ef-
fectively carrying out the provisions of such agreement.

“(2) The Secretary may not enter into an agreement with any entity
under paragraph (1) for designation as a health systems agency for
a health service areo wnless t)s:e entity has 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 t/zza appli-
cant meets the requirements of section 1512(b) and is qualified to
perform or is performing the functions prescribed by section 1513.
In considering such agpéz’catéom, the Secretary shall give priority
to an application which has been recommended for approval by (4)
each entity which has developed a plan referred to in section 314(b)
for oll 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 «
health systems agency may be rencwed 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 func-
tions 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 (¢) of a health sys-
tems agency for a health services area is terminated before the date
prescribed for its ewpiration, the Secretary shall, upon application
and in accordance with subsection (b) or (c) (as the Secretary deter-
mines appropriate), enter into a designation agreement with another
entity to be the health systems agency for such area.

“PLANNING GRANTS

“Skc. 1616. (a) The Secretary shall make in cach fiscal year o grant
to each health systems agency with which there is in effect a designa-
tion agreement under subsection {b) or. (¢} of section 1515. A grant
under this subsection shall be made on such conditions as the Secre-
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tary determines i3 appropriate, shall be used by a health systems
ag?ney for compematlz?g)n oz; agency personnel, collection of data, plan-
ning, and the performance of the functions of the agency, and shall
be available 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 wunder a grant
under this subsection to make payments under contracts with other
entities to assist the health systems agency in the performance of its
functions; 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 services or resources.

“(b) (1) The amount of any grant under subsection (a) to a health
systems agency designated under section 1515(d) shall be determined
by the Secretary. The amount of any grant under subsection (a) to
any health systems agency designated under section 1615 (c) shall be
the lesser of— A

het “(A])c the product of $0.50 and. the population of the health
service area for which the agency is designated, or
“(B) 83,760,000,

unless the agency would receive a greater amount under paragraph
2) or (3). o
( ‘2(;2) EA) y If the application of a health systems agency for such a
grant contains assurances satisfactory to the Secretary that the agency
will ewpend or obligate in the dperiod in whick such 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 gront shall be the sum of—

-~ “(2) the amount determined under paragraph (

117), and
“(it) 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.

“(B) The non-Federal funds which an agency may use for the
purpose of obtaining a grant under subsection (a) which i3 computed
on the basis of the formula prescribed by subparagraph (A) shall—

“(é) mot include any funds contributed to the agency by any
individual or private entity which has a financial, fiduciary, or
other direct interest in the development, expansion, or support of
health resources, and )

“(#) be funds which are not paid to the agency for the per-
formamce of particular services by it and which are otherwise con-
tributed 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 sys-
tems agency designated under section 1515(e) may not be less than

175,000.

f “(,o) (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 $125,000,000 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 appropriated under paragraph (1 ) for
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 amount determined for that agency for that fiscal year
under subsection (b) as the total of the amounts appropriated wnder
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 fiseal year
under paragraph (1) is less than the amount required to make such
a grant to each health systems agency.

“PaRT C—S14TE HEALTH PLANNING AND DEVELOPMENT

“DERIGNATION OF STATE HEALTH PLANNING AND DEVELOPMENT AGENCIES

“Sec. 1521. (a) For the purpose of the performance within each
State of the health planning and development fumctions prescribed
by section 1523, the Secretary shall enter into and renew agreements
(described in subsection (bﬁ/ for the designation of a State health
planning and development agency for each State other than a State for
which the Secretary may not u"nfi‘?ér subsection (d) enter into, continue
ine g}'ect, or renew such an agreement,

(6) (1) A designation agreement under subsection (a) is an agree-
ment 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 re-
ferred to as the ‘State Agency’) to administer the State administra-
tive program prescribed by section 1522 and to carry out the State’s
health planning and development functions prescribed by section 1523.
T'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 such an
agreement and the application contains assurances satisfactory to
the Secretary that t?ﬁa agency selected by the Governor for desig-
nation as the State Agency has the authority and resources to ad-
minister the State administrative program of the State and to
carry out the health planwing and development functions pre-
seribed by section 1623, and

“(0) in the case of an agreement entered into under paragraph
(3), there has been established for the State a Statewide Health
Coordinating Council meeting the requiremenis of section 1524,

“(2)(4) The agreement entered into with a Governor of a State
under subsection (a) may provide for the designation of a State
Ageney on a conditional basis with a view to determining the capacity
of the designated State Agency to administer the State administrative
program of the State and to carry out the health lanning and develop-
ment functions prescribed by section 1623. Tﬁ; Secretary shall re-
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quire as a condition to the entering into of such an agreement that the
GQovernor submit on behalf of the agency to be designated a plan for
the agency’s orderly assumption and implementation of such functions.

“(B) The period of an agreement described in subpqmgmph (4)
may not exceed twenty-four months. During such period thelSecre};
tary may require that the designated State Agency perform only su;;
¢0lf the functions of a State Agency prescribed by section 1523 as he

etermines it is capable of performing. The number and type of such
functions shall, during such period, be gwogresswely increased as
the designated State Agency becomes capable of added responsibility,
so that by the end of such period the designated State Agency may be
considered for designation under paragraph (3). )

“(0) Any agreement with a Governor of a State entered into under
subparagraph (A) may be terminated by the Governor upon nmety’
days’ notice to the Secretary or by the Secretary upon ninety days
notice to the Governor. ) )

“(8) If, on the basis of an application for designation as a State
Agency (and, in the case of an agency conditionally designated under
paragraph (2), on the basis of its performance under an agreement
with a Governor of a State entered into under such paragraph), the
Secretary determines that the agency is capable of fulfilling, in a
satisfactory manner, the responsibilities of a State Agency, he shall
enter into an agreement with the Governor of the State designating
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 be terminated—

“(4) 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 motice 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 Secretory may require to assure that the requirements of this part
respecting State Agencies are complied with.

“(4) An agreement entered into under paragraph (3) for the des-
ignation of o State agency may be renewed by the Secretary for a
period not to exceed 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 i f the applicable
State administrative program continues to meet the requirements of
section 1522.

“(¢) 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 expiration, the Secretary shall, upon appli-
caton and in accordance with subsection (8)(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) 1f, upon the ewpiration of the fourth fiscal year which begins
afte(r z)fhe féalfndar yemg) in which the National Health Policy, Plan-
ning, and Resources Development Act of 197} is enacted, an agree-
ment under this section for the designation of a State Agency for a
State is not in effect, the Secrétary 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 Rehabili-
tation Act of 1970 for the development, expansion, or support of
health resources in such State until such time as such an agreement is
n effect.

“STATE ADMINISTRATIVE PROGRAM

“Skc. 1522. (a) A State administrative program (hereinafter in
this section referred to as the ‘State Program’) is a program for the
performance within the State by its State Agency of the functions
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 Secretary by the Governor of
the State at such time and in such detail, and contains or is
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.

“(d) 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 desig-
nation 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 sub-
section (b) of such section) 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 port 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 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 development, 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 necessary for the proper and efficient ad-
ministration of such functions and the State Program, including
methods relating to the establishment and maintenance o f person-
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nel standards on a merit basis consistent with such standards as
are or may be established by the Civil Service Commission under
section 208(a) of the Intergovernmental Personnel Act of 1970
(Public Law 91-648) , but the Secretary shall exercise no auﬁgomty
with respect to the selection, tenure of office, and compensation of
any individual employed in accordance with the methods relating
to personnel standards on a merit basis established and maintained
in conformity with this paragraphy i o

“(5) require the State Agency to perform its functions in ac-
cordance with procedures and criteria established and published
by it, which procedures and criteria shall conform to the require-
ments of section 1532, ) N

“(6) require the State Agency to (A) conduct its business meet-
ings in pu%é’ic, (B) give adequate notice to the public of such meet-
ings, and (C) make its records and data available, upon request, to
the public; )

“ %0’7 ) (A,l) rovide for the coordination (in accordance with
requlations o /Zke Secretary) with the cooperative system provided
for under section 306 (e) of the activities of the State Agency for
the collection, retrieval, analysis, reporting, and publication of
statistical and other information related to health and health care,
and (B) require providers of health care doing business in the
State to make statistical and other 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 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 often 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;

“ (Ilfgymgmire t;l;ae State Agency to previde for such fiscal control
and. fund accounting procedures as the Secretary may require
to assure proper disbursement of, and accounting for, amounts
received from the Secretary under this title; ‘

“(12) permit the Secretary and the Comptroller General of the
United States, or their representatives, to have access for the pur-
pose of audit and ewamination 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 Agency makes a decision in the
performance of a function under paragraph (3), (4), (6), or (6)
of section 1523(a) or under title XVI which is inconsistent with
a recommendation made under subsection (f), (g), or (h) of sec-
tion 1513 by a health systems agency within the State—
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“(A) such decision (and the record wpon which it was
made) shall, upon request of the health systems agency, be
reviewed, under an appeals mechanism consistent with State
law governing the practices and procedures of administrative
agencies, by an agenty 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 XV 1 be considered the decision of
the State health planning and development agency.

“(¢) The Secretary shall approve any State Program and, any modi-
fication thereof which complies with subsections (a) and (By) The
Secretary shall review for compliance with the requirements 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 DEVELOPMENT FUNCTIONS

“Sre. 1523. (a) Each State Agency of a State designated under
section 1521(b)(3) shall, ewcept as authorized under subsection (8),
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 statewide
health needs. Such preliminary plan shall be submitted to the
Statewide Health Coordinating Council of the State for approval
or disapproval and for use in developing the State health plan
referred to in section 1624(c).

“(3) Assist the Statewide Health Coordinating Council of the
State in the review of the State medical facilities plan required
underal.zection 1603, and in the performance of its functions
generally.

“(4) (4) 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 o State certificate of need program which applies to
new institutional health services proposed to be offered or devel-

oped within the State and which is 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
tn 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
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its functions under this paragraph the State Agency shall con-
sider recommendations made by health systems agencies under
section 1613(f).

(&) After consideration of recommendations submitted by
health systems agencies under section 1513 (f) respecting new in-
stitutional health services proposed to be offered within the State,
make findings as to the need for such services.

“(8) Review on a periodic basis (but not less often than every
five years) all institutional health services being offered in the
State and, after consideration of recommendations submitted by
health systems agencies under section 1513(g) respecting the ap-
propriateness of such services, make public its findings.

“(b) (1) Any function described in subsection (a) may be performed
by another agency of the State government upon request of the
Governor under an agreement with the State Agency satisfactory to
the Secretary.

“(2) The requirement of paragraph (4)(B) of subsection (a) shall
not apply to a State Agency of a State until the expiration of the first
reqular session of the legislature of such State which begins after the
date of enactment of thes title. ‘

“(3) A State Agency shall complete its findings with respect to the
appropriateness of any existing institutional health service within one
year after the date a health systems agency has made its recommenda-
tion under section 15613 (g) with respect to the appropriateness of the
service.

“(¢) 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 congistent with the goals of the applicable HSP or the priorities
of the applicable AIP, tZe State Agency shall submit to the appro-
priate health systems agency a detailed statement of the reasons for
the inconsistency. ;

“STATEWIDE HEALTH COORDINATING COUNCOIL

“Skc. 1624. (a) A State health planning and development agency
designated under section 1521 shall be advised by a Statewide Health
Coordinating Council (hereinafter in this section referred to as the
SHOQ) which (1) i8 organized in the manner described by subsec-
tion (b), and (2) performs the functions listed in subsection (¢).

“(b)(1) A SHCC of a State shall be composed in the following
manner: s

“(A)(¢) A SHOC shall have no fewer than sizteen 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.

“(i2) Each such health systems agency shaoll be entitled to the
same nwumber of representatives on the SHCC.

“(ii) Each such health systems agency shall be entitled to at
least two representatives on the SHOC. Of the representatives of
a health systems agency, not less than one-half shall be individuals
who 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 SHOC as he deems appropriate; except that (i) the num-
ber of persons appointed to the SHOC under this sub aragraph
may not exceed 40 per centum of the total mmbersgip of the
SHOO, and (i) a majority of the persons appointed by the Gov-
ernor shall be consumers 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 SHCC shall be direct providers of health
care (as desoribed in section 1513(3)).

(D) Where two or more hospitals or other health care facili-
ties of the Veterans! Administration are located in a State, the
SHOC shall, in addition to the appointed members, include, as
an ex officio member, an individual whom the Chief Medical Di-
rector of the Veterans’ Administration shall have designated as
) (g ;‘eg;isgz%zge %); ?éuchl facilities.

, shall select from among its members a chairman.

“(8) The SHCC shall conduct all of its bgvim'mss meetings in public,
an‘d shall meet at least once in each calendar quarter of a year.

‘(¢) A SHOC shall perform the following functions :

“(1) Review annually and coordinate the HSP and AIP of each
health systems age within the State and report to the Secre-
tary, for purposes ﬁ?hw review under section 1635(c), its com-
m?‘nts on such HSP and AIP.

(2) (4) 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 move
effectively with statewide health needs. Each health systems
agency which participates in the SHCC shall make available to
the SHOC its HSP for each year for integration into the State
Health plan and shall, as required by the SHCCO, revise its HSP
to achieve appropriate coordination with the HSP’s of the other
agencies which participate in the SHOC or to deal more effec-
tu‘r‘e(l% ';m;k s%atewide health needs. '

n the preparation and revision of the State health plan
the SHCC shall review and consider the preliminary State hfalt}i
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 iterested persons an opportunity to submit their views
orally and in writing. Not less than thirty days prior to any such
hearing, the SHOC 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 SHOC on the plan.




2

“(3) Review annuallz the budget of each such health systems
agency and report to the Secretary, for purposes of his review
under section 1535(a), it comments on such budget.

“(4) Beview applications submitted by such health systems
agencies for grants under sect;iom 1 26:1 6‘;} 1640 and report to the

ecretary its comments on such applications.

“(5) ?gd@)z'se the State Agency of the State generally on the
per}omance of its functions. ]

“(6) Review annually and approve or disapprove any State
plan and any application (and any revision of a State plan or
application) submitted to the Secretary as a condition to the re-
ceipt of any funds under allotments made to States under this Act,
the Community Mental Health Centers Act, or the C’omprehen-
sive Aloohol Abuse and Alcoholism Prevention, T'reatment, and
Behabilitation 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 sinty days to make the review
required by such sentence. If ¢ SHCC disapproves such a State
plan or application, the Secretary may not make Federal funds
available under such State plan or application until ke has made,
upon request of the Governor of the State which submitted such
plan or application or another agency of such State, a review of
the SHOC 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 SH C’Oi ¢_md
shall contain a detailed statement of the reasons for the decision.

"lGRANTS FOR BTATE HEALTH PLANNING AND DEVELOPMENT

“Skc. 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 operaticn. 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 operation costs (as
determined under regqulations of the Secretary) during the period
for which the grant is available for obligation.

“(b) G'rants 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
grant is sought, an amount of funds from non-Federal sources which
i at least as great as the average ammount of funds ewpended, in the
three years immediately preceding the fiscal year for which such grant
i8 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 o nonrecurring nature).

“(c) For the purpose of making payments under grants under sub-
section (a), there are authorized to be appropriated $25,000,000 for
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the fiscal year ending June 30, 1975, $30,000,000 for the fiscal year
ending June 30, 1976, and $35.000000 for the fiscal year ending

June 30, 1977.
“GRANTS FOR RATE REGULATION

“Stc. 1526, (a) For the purpose of demonstrating the effectiveness
of State Agencies regulating vates for the provision of health care,
the Secretary may make to a State Agency designated, under an
agreement entered into under section 1521(b) (3), for a State which
(in accordance with regulations prescribed by the Secretary) has
indicated an intent to regulate (not later than siz months after the
date of the enactment of ths title) vates for the provision of health
care within the Stote. Not more than siz State Agencies may receive
grants under this subsection.

“(b) (1) A State Agency which receives a grant under subsection
(&) shall—

¥(4) i}rovédﬁ the Secretary satisfactory evidence that the State
Ageney has under State law the anthority to carry out rate regula-
tion functions in accordance with this section and provide the
Agecreéarg/ @ current budget for the performance of such functions

yit;

“(B) set forth in such detail us the Secretary may prescribe
the qualifications for personnel having responsibility in the per-
formanee of such functions, and shall have a professional staff for
rate vegulation, which staff shall be headed b y a Director;

“(O) provide for such methods of administration as found by
the Secrctary to be neccssary 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,

C(E) comply with the vequirements prescribed by paragraphs
(6) through (12) of section 1582(b) with respect to the functions
preseribed 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
prescribe. :

“(2) In preseribing requirements wnder paragraph (1) of this sub-
section, the Secrctary shall consider the manner in whioh a State
Agency shall perform its functions under o grant under subsection
(@), including whether the State A gency should—

“(A) permit those engaged in the delivery of health services to
retain savings accruing to them from effective management and
cast control,

“(B) create incentives at each, point in the delivery of health

I3

services for utilization of the most economical modes of services
feasible,

“(0) document the need for and cost implications of each new
service for which a determination of reimbursement rates is
sought, and ‘
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“(D) employ for each type or class of person engaged in the
delivery of health services—
“(é) a unit for determining the reimbursement rates, and
“(i2) 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) e)%/all 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 begin-
ning on the date such grant was made, and (2) no State Agency may
recetve more than three grants under subsection (a).

“(dy 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 Secretary shall report annually to the Congress on
the effectiveness of the programs assisted by the grants authorized by
subsection (a).

“(e) There are authorized to be appropriated to make payments
under grants under subsection (&), 84000000 for the fiscal year ending
June 30, 1975, $5,000,000 for the fiscal year ending June 30, 1976, and
86,000,000 for the fiscal year ending June 30,1977,

“Parr D—Q@Eexrrar Provisions
“DEFINITIONS

“Src. 1531, For purposes of this title:
“(1) The term ‘State’ includes the District of Columbia and the
Commonavealth of Puerto Rico.
“(2) The term ‘Governor’ means the chief executive officer of a State
or his designee. ;
“(3) The term ‘provider of health care’ means 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 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 i3 provided and, when required by State law, the individual
has received professional training in the provision of such care or
in such admanistration and is licensed or certified for such provi-
sion or administration; or
“(B) who is an indirect provider of health care in that the
individual—

(2) holds a fiduciary position with, or has a fiduciary inter-
est in, any entity described in subclause (I1) or (IV) of clause
(#) ;

(#€) 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.

“(I1) Entities engaged in the provision of health care
or in such research or instruction.
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“(I1I) Producing or supplying drugs or other articles
for individuals or entities for use in the provision of or
tn research into or instruction in the provision of health
care.

“(IV) Entities engaged in producing drugs or such
other articles.

“(#4i) 18 a member of the immediate family of an individual
described in subparagraph (A) orin clause (2), (i), or (iv)
of subparagraph (B); or

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

“(4) the term ‘health resources’ 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 C'hrist, Scientist, Boston, M assachusetts.

“(8) The term ‘“institutional health 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 1192 of the Social Security Act) and
includes the entities through whick such services are provided.

“PROCEDURES AND CRITERIA FOR REVIEWS OF PROPOSED HEALTH SYSTEM
CHANGES

“Sec. 1632. (@) 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 (ex-
cept to the ewtent approved by the Secretary) follow procedures, and
apply criteria, developed and published by the agency in accordance
with regulations of the Secretary; and in performing its review func-
tions under section 1523, a State Agency shall (except to the extent
approved by the Secretary) follow procedures, and apply criteria, de-
veloped and published by the State Agency in accordance with requla-
tions of the Secretary. Procedures and criteria for reviews by health
systems agencies and States Agencies may vary according to the pur-
pose 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 winety 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 infor-
mation 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 dgency) made under this Act or other
provisions of law for Federal financial assistance for health serv-




32

jces to the health systems agency or State Agency at such time
and, in such manner as it may require. )

“(5) Submission of periodic reports by providers of health
services and other persons subject to agency or State Agency re-
view 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
cy. )

A%e(; )y Notification of providers of health services and other

persons subject to agency or State Agency review of the status

of the agency or State Agency review of the health services 0;

proposals subject to review, findings made in the course of suc

review, and other appropriate information respecting such review.

“(8) Provision for public hearings in 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) inelud-
ing a statement concerning the status of each such review) a
of the reviews completed by the agency and State A gency (includ-
ing @ general statement of the findings and decisions made in thg
course of such reviews) since the publication of the last such
report. ) o o

“(10) Access by the general public to all applications reviewe
by the agency and State Agency and to oll other written materials
pertinent to any agency or State 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 inform
the agency and State Agency of the scope and nature of the
projects at the earliest possible opportunity in the course of plan-
ning of such construction projects. ’
“(¢) Criteria required by subsection (a) for health systems agency

and State Agency review shall include consideration of at least the
following :

“(1) The relationship of the health services being reviewed to
the. applicable HSP and AIP. )
“(2) The relationship of services reviewed to the long-range
* development plan (if any) of the person providing or proposing
such services.
“(3) The need that the 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. o
“(5) The relationship of services reviewed to the existing health
care system of the 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 health manpower, man-
agement personnel, and_funds for capital and operating 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
services.

(7) The special needs and circumstances of those entities which
provide a substantiol portion of their services or resources, or
both, to individuals not residing in the health service areas n
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 which assistance may be provided under
title X111. '

“(9) Inthe case of a construction project—

‘(‘i(A) the costs and methods of the proposed construction,
and

“(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

“Skc. 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 wvarious types of health services, (2)
technical materials, including methodologies, policies, and standards
appropriate for use in health. planning, and (3) other technical assist-
ance as may be necessary in order that such agencies may properly
perform their functions. ’ :

“(b) The Secretary shall include in the materials provided under
subsection (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.

. “Y(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) Planning approaches, methodologies, policies, and stand-
ards which shall be consistent with the guidelines established by
the Secretary under section 1501 for appropriate planning and
depe'lopment.o_f,healtk resources, and which shall cover the pri-

orities listed in section 1502.

“(3) Gwdel.z'nes for the orqanization and operation of health
systemf;‘ agencies and State Agencies including quidelines for—

“(A) the structure of a health systems agency, consistent
with section 1512(b), and of a State Agency. consistent with
section 1522 ; -

“(B) the conduct of the planning and development
processes;
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“(0) the performance of health systems agency functions
in accordance with section 1513; and _ ) .

“(D) the performance of State Agency functions in ac-
cordance with section 1523. ] ) )

“(¢) In order to facilitate the exchange of mforma'tw%oncemmg
health services, health resources, and health planning a : resto%'ge}f
development practice and methodology, the Secretary shft i }fs ;aw azl;h

a national health planning information center to suppor gth e palth

planning and 7resources development programs coif th(;z,aheal :}g{s ;an-

agencies, State Agencies, and other entities concerne qtm healt z’ﬁfor-
ning and resources development; to provide access 0 o;t:d te for.
mation on health planning and resources development; and to ém;od !
information for use in the anaallyswl of zssutes and problems related to
! lanning and resources development. ] .
he“‘zitc?)pThe Segcretafy shali esta-ll)lz'sh the following within one year
a enactment of this title :

! thea‘l‘(tle)ofA uniform séstem for calculating the aggregate COStZOIf
operation and the aggregate volume of services proqzded by health
services institutions as defined by the Secretary in regulations.
Such system shall provide for the caloulation of the aggregate
volume to be based on :

“(A) Thenumber of patient days;

“(B) Thenumber of patient admissions;

“(Q) Thenumber of out-patient visits; and

“(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 centers
and, where appropriate, subcost centers. )

“(B) Include the designation of an appropriate volume

factor for each cost center. ) o ‘
" «(() Provide for an appropriate application of suc_'h.sys-
tem in the different types of institutions (including Izo§pztles,
nursing homes, and other types 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 warious cate-
gories of patients (including, but not limited to individuals
receiving medical, surgical, pediatric, obstetric, and psychi-

" atricinstitutional health services).

“(B) Provide that 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
patientsin anvy other category.

“(') Provide for an appropriate application of sur'h. SU8-
tem in the different types of institutions (including hospitals,
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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 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
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;

“(0) the operation of a postgraduate physician training
program by an institution, and

“(D) the complexity of services provided by an institution.

. “A8) A uniform system for the reporting by health services
institutions of—

“(A) the aggregate cost of operation and the aggregate
volume of services, as caleulated in accordance with the sys-
tem established by the Secretary under paragraph (1);

“(B) the costs and volume of services at various cost cen-
ters, and subcost centers. as calculated in accordance with the
syé}em established by the Secretary under paragraph (2);
an

“(0) rates, by category of patient and class of purchaser,
as calevlated 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.
“CENTERS FOR HEALTH PLANNING

“Sec. 1534. (@) For the purposes of assisting the Secretary in car-
rying 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 development, and developing health planning ap-
proaches, methodologies. policies, and standards. the Secretary shall
by grants or contracts, or both. assist public or private nonprofit en-
tities in meeting the costs of planning and developing new centers,
and operating ewxisting and new centers, for multidisciplinary plan-
ning development and assistance. T'o the extent practicable. the Sec-
retary 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 oper-
ation of a center unless the center meets such requirements.
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“(2) The requirements referred to in paragraph (1) are as follows:
“(A) There shall be a full-time director of the center who pos-
sesses o 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.
“(0) Such additional requirements as the Secretary may by
requlation prescribe.

“(e) Centers assisted under this section (1) may enter into arrange-
ments with héalth systems agencies and State Agencies for the provi-
sion of such services as may be appropriate and necessary in assisting
the agencies and State Agencies in performing their functions under
section 1513 or 1523, respectively, and (2) shall use methods (satis-
factory to the Secretary) to disseminate 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 $5,000,000 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 year
ending June 30,1977.

“REVIEW BY THE SECRETARY

“Src. 1535. (a) The Secretary shall review and approve or disap-
prove the annual budget of each designated health systems agency and
State Agency. In making such review and approval or disapproval the
Secretary shall consider the comments of Statewide Health Coordi-
nating Councils submitted under section 1524 (¢) (3). Information sub-
mitted 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 based on the performance standards that
allows for continuous review of the structure, operation, and perform-
ance of the functions of such agencies.

“(¢) 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 AIP 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;
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“(3) the ewmtent to which the a ? ;

. 4 : gency’s governing body (and
executive committee (if any)) represents the resglents yof( the
ke‘c‘zl(zh) ste}fvzce z;rea‘ forz which the agency is designated ;

e professional credential

of“tiLe e 7 niials and competence of the staff

(8) the appropriateness of the data assembled purs

s 2 ¢ uant to
se?‘tzon 1513(b) (1) and ‘the quality of the analyses of” such data;

(6) the extent to which technical and financial assistance from
the agency have been utilized in an effective manner to achieve the
gogls and objectives of the HSP and the AIP; and

(7)“ the extent to which it may be demonstrated that—

_“(A4) the health of the residents in the agency’s health serv-

ice ‘(ch)z h}(bzs been improved;

the accessibility, aeceptability, continuity, and qualit
of health care in such area has beenz;nproved K %nd ety

“0) increases in costs of the provision of health care have
been restrained.

th: (gtzmi’fe Secretazg/' shalilzeview in detail at least every three years
) ure, operation, a erformance of th 7
deszgm‘z‘ted State Agencg; to detze)rn{im—— f the functions of each
(1) the adequacy of the State health plan of the Statewide
Health Coordinating Council prepared under section 1524 (c) (2)
in meeting the ge]fds of the residents of the State for a healthful
environment and for accessible, acceptable, and conts )
hegl(th) ca;’e at reasonable costs ;, ¥ , s quaiity
2) if the structure, operation, and performance of the func-
tions of the State Agency meet the requirements of 86£ti0718f]522
and 1523 ;
“(3)_the ewtent to which the Statewide Health Coordinating
Council has a membership meeting, and has performed in a man-
ner <Zo)n;;bstent ":wzth, tiée requirements of section 1524
e professional credentials and competen. 4
the State Agency; petence of the staff of
“(8) the ewtent to which financial assistance provided under
title XV1 by the State Agency has been used in an effective man-
ne;/'i to achieve the State’s health plan under section 1524(c) (2)
an :
“6 )“the extent to which it may be demonstrated that—
. (A) the health of the residents of the State has been
improved ; ‘
“(B) the accessibility, acceptability, continuity, and qualit
of health care in the Stt,zte has been z'v;zpmz'ed K c?l/ﬁd ! Y

“0) increases in costs of the provision of health care have
been restrained.

)

“SPECIAL PROVISIONS FOR CERTAIN STATES AND TERRITORIES

“Skc. 1536. (a) Any State which—

“(1) has mo county or municipal public health institution or
department, and
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“(2) has, prior to the date of enactment of this title,.maéaz.tazmd
a hfggl)th pitg)nm'ng system whfck substantially complies with the
purposes of this title, o .
and the Virgin Islands, Guam, the Trust Territories in the P(gmﬁc
Islands, and American Samoa shall each be comuler?d in accordance
with subsection (b) to be a State for purposes of this title. .
“(d) In the case of an entityf@;}ibgoéz.tq;nder subsection (a) i8 to De
i or purposes of this title— o
comzdc;z‘(e;l )a;z)t a]fﬁaflth%ergice area shall be established within it,
«“(2) no health systems agency shall be c.leszgna'ted for i, 21
“(3) the State Agency designated for it under section 15
may, tn addition to the functions pre:scrz.bed by section 152;;’2 ggg;—
form the functions prescribed by section 1513 and shall be zdzgz e
to receive grants authorized by sections 1516 and 1640, @ .
“(4) the chief executive office shall appoint the Statng e
Health Coordinating Council prescribed by sef,tzon 1524 in
accordance with the regulation of the Secretary.

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

: ; ion 3, 18
4. The Public Health Service Act, as c_zmendecl _b_u section 3,
arfezilefi by dez"ng after title XV the following new title:

«pPITLE XVI—HEALTH RESOURCES DEVELOPMENT

«P 4 pr A—PuUrPosE, STATE PLAN, AND PROJECT APPROVAL
«PURPOSE

: 8 1i ide assistance.
«Sge. 1601. It is the purpose of this title to_prov
thrmfgh allotments under part B and loans and loan guarantees and
interest subsidies under part C, for projects for—

“(1) modernization of medical jfaczlztws ; .

“(2) construction of new outpatient medical facilities;

“(3) construction of new inpatient medical factlities in areas
which have experienced (as determined %nde;;d regulations of the
Secretary) recent rapid population growth; ar ..

“(4) c'z))nversz'on of existing medical facilities for the provision
of new health services

and t; provide assistance, Zthrough grants under part D, for construc-
tion and modernization projects designed to prevent or eliminate safqltg/
hazards in medical facilities or to avoid noncompliance by such facili-
ties with licensure or accreditation standards.

“GENERAL REGULATIONS

“Sgc. 1602. The Secretary shall by regulation—
SELZ‘(I ) presceribe the,’;geneml manner in which the State Agency

of each State shall determine for the State me(lical. fapzlztzes plan
under section 1603 the priority among projects within the State
for which assistance is awailable under this title, based on the 7'elaa-3
tive need of different areas within the State for such projects an

giving special consideration—

o A
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“(A) to projects for medical facilities serving areas with
relatively small financial resources and for medical facilities
serving rural commumities,

“(B) in the case of projects for modernization of medical
facilities, to projects for facilities serving densely populated
areas,

“(0) 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 Secre-
tary to be rural or urban poverty areas,

“(D) to projects designed to (i) eliminate or prevent im-
minent safety hazards as defined by Federal, State, or local
fire, building, or life safety codes or regulations, or (i) avoid
noncompliance with State or voluntary licensure.or accredi-
tation standards, and

“(E) to projects for medical facilities which, alone or in
conjunction with other facilities, will provide comprehen-
sive 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 fa-
cility 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 ex-
isting medical facilities are in need of modernization;

“(5) require each State medical facilities plan under section
1503 to provide for adequate medical facilities for all persons re-
siding in the State and adequate facilities to furnish needed health
services for persons unable to pay there for; 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 assist-
ance was received and the means by which such entity shall be re-
quired 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 en-
tity’s compliance with such assurances. The Secretary may not waive
the requirement of the preceding sentence.

“8TATE MEDICAL FACILITIES PLAN

“Skc. 1603. (a) Before an application for assistance under this title
(other than part D) for a medical facility project described in sec-
tion 1601 may be approved, the State Agency of the State in which
such project is located must have submitted to the Secretary and had
approved by him a State medical facilities plan. To be approved by
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—

“(4) 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 '

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

“(85) 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 project 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
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 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 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

SR
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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 PROJECTR

“Sko. 1604. (@) 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
section 1625 shall gle 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 @ prevate nonprofit entity. I'f two or more entities join in a project,
an application for such project may be filed by any of such entities or
by all of them.

“(8) (1) Ewcept as authorized under paragraph (2), an application
for any project shall set forth—

“(A4) in the case of a modernization project for a medical
facility for continuation of ewisting health services, a finding by
the State Agency of a continued need for such services, and, in the
case of amy other project for a medical facility, a finding by the
State Agency of the need for the new health services to be pro-
vided through the medical facility upon completion of the project,

“(B) adescription of the site of such project;

“(0) plans and specifications therefor which meet the require-
me‘mts 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 completior, of the project and for its main-
tenance and operation when completed, and, for the purpose of
vdetermmmg. 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;

“( Fz‘ the type of assistance being sought under this title for the
projecty C ‘

“(G) except in the case of a project under section 1625, a certi-
ﬁcztzon 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 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.8.C. 276a—276a-5, known as the Davis-Bacon Aet),
and the Secretary of Labor shall have with respect to such labor
szfandards the authority and functions set forth in Reorganiza-
tion PZM} Numbered 14 of 1950 (15 F.R. 3176 :5 U.8.C. Appendiz)
and section 2 of the 4ct of June 13, 1934 (40 U.8.C. 276¢) ;
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“(I) in the case of a project for the construction or moderniza-
tion of an outpatient facility, reasonable assurance that the serv-
ices of a general hospital will be available to patients al such fo-
cility who are in need of hospital care; and ]

“gf ) reasonable assurance that at all times after such applica-
tion is approved (i) the focility 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
Secretary, in determining the reasonableness of the volume of serv-
ices, provided, shall take into consideration the extent to which
compliance is feasible from a financial viewpoint.

“(2) (A) The Secretary may waive— :

“() the requirements of subparagraph (C) of paragraph (1)
for compliance with modernization and equipment standards pre-
seribed pursuant to section 1602(a) (2),and

“(4i) the requirement of subparagrapk (D) of paragraph (1)
respecting title to a project 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—
“(3) for the modernization of an outpatient medical facility
which will provide general purpose health services, whick is not
part.of a hospital, and which will serve a medically underserved
population as defined in section 1633 or as designated by a health
systems agency, and ‘
" “(4) for which the applicant seeks (I) not more than 320,000
from the allotments made under part B to the State in which it is
located, or (I1) aloan under part C the principal amount of which
- does not exceed $20000. . ,
“(¢) The Secretary shall approve an application submitted wnder
subsection (b) (other than aen 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
pay the Federal share of the project; and
4(2) the Secretary finds that—
© 4 (AY the application (i) is-in conformity with the State
medical facilities plan approved under section 1603, (i) has
been approved and recommended by the State Agency, (iii)
is for a project which is entitled to priority over other projects
within the State as determined in accordance with the ap-
proved State medical facilities plan, and (iv) contains the
assurances required by subséction (b) ; and
“(R) 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 gront under
section 1625) shall be disapproved until the Secretary has afforded the
State Agency an opportunity for a hearing.
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“(e) Amendment of any approved application 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 15613(e).

“Parr B—ALLOTMENTS

“ALLOTMENTS

“Skc. 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 Stales on the basis of
the population, the financial need, and need for medical facilities proj-
ects described in section 1601 of the respective States. The popula-
tion of the States shall be determined on the basis of the latest figures
certified by the Secretary of Commerce.

“(8) (1) The allotment to any State (other than Guam, American
Samoa, the Virgin Islands, or the T'rust Territory of the Pacific
Islands) for any fiscal year shall be not less than $1,000000; and the
allotment to GQuam, 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 fiscel 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 (@) 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 newt 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 unobligated at the close of the second of such newt
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 therefor, 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 aglétion'io the
amounts allotted and available to the State for the same period.

“PAYMENTS FROM ALLOTMENTS

“Src. 1611. (a) If with respect to eny medical facility project
approved under section 160} the State Agency certifies (upon the basis
of mspection by it) to the Secretary that,in accordance with approved
plans and specifications, work has been performed upon the project or
purchases have been made for it and that payment from. the applicable
allotment of the State in which the project is located is due for the
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project, the Secretary shall, except as provided in subsection (b),
make such payment to the State.

“(B) The Secretary is authorized to not make payments to a State
pursuant to subsection (&) 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 Secretary pursuant 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 project.

“(2) If the Secretary, after investigation or otherwise, has rea-
son to believe that any act (or failure to act) has occurred requir-
ing action pursuant to section 1612, payment by the Secretary
may, after ke has given the State Agency notice and opportunity
for hearing pursuant to such section, be withheld, in whole or in
part, pemigng corrective action or action based on such hearing.

In no event may the total of payments made under subsection (@) with
respect to any project exceed an amount equal to the Federal share of
such project. o

“(c) In case an amendment to an approved application is qpproyed
a8 provided in section 160} 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.
- YY) In any fiscal year—

“(1) not more than 20 per centum of the amount of a State’s
allotment available for obligation in that fiscal year may be
obligated for projects in the State for construction of new facili-
ties for the provision of inpatient health care to persons residing
in areas of the State which have experienced recent rapid popula-
tion growthy and

“(2) not less than 85 per centum of the amount of a State’s allot-
ment available for obligation in that fiscal year shall be obligated
for projects for outpatient facilities which will serve medically
underserved populations.

In the administration of this part, the Secretary shall seek to assure
that in each fiscal year at least one half of the amount obligated for
projects pursuant to paragraph (2) shall be obligated for projects
which will serve rural medically underserved populations.

“WITHHOLDING OF PAYMENTS AND OTHER COMPLIANCE ACTIONS

“Sge. 1618, (@) Whenever the Secretary, after reasonable notice and
opportunity for hearing to the State Agency concerned finds—
“(1Y that the State Agency is not complying substantially with
the provisions required by section 1603 to be included in its State
medical facilities plan, ) o
“(2) that any assurance required to be given in an application
led under section 1604 is not being or cannot 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) un-
less, in the case of compliance with assurances, the Secretary requires
compliance 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) 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 whick
the finding was made further payments from the applicable State
allotment under section 1610.

“(2) Payments may be 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 can-
not 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 respect to each entity which is receiving financial assistance
under this title or which has received financial assistance under title
VI of this title, the extent 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 an entity has failed to comply with any
such assurance, the Secretary shall take the action authorized by sub-
section (b) or take any other action authorized by low (including an
action for specific performance brought by the Attorney General upon
reauest of the Secretary) which will 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 has 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 APPROPRIATIONS

“Skc. 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
egdiggfune 30, 1976, and $135,000,000 for the fiscal year ending June
30,1977,

“Parr O—Loans AND LoAN GUARANTEES
“AUTHORITY FOR LOANS AND LOAN GUARANTEESR

“Sec. 1620. (a) The Seoretary, during the period beginning July 1,
1974, and ending June 30, 1977, may, in accordance with this part,
make loans from the fund established under section 1622(d) to pay the
Federal share of projects approved under section 1604.

“(b) (1) The Secretary, during the period beginning July 1, 1974,
and ending Jume 30, 1977, may, in accordance with this part, guarantee
to—

“(#) non-Federal lenders for their loans to nonprofit private
entities for medical facilities projects, and
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“(ii) the Federal Financing Bank for its loans to nonprofit pri-
vate entities for such projects, i Lo

payment of principal and interest on such loans if applications for
assistance for such projects under this title have been approved under
section 160}. )

“(2) 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 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 contractual right
to recetve from the United States interest payments required by the
preceding sentence. L i

“(¢) 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, Zzay not exceed such limitations as may be

ecified in appropriation Acts. .
_?p“(g)é} The g{:crg;ary, with the consent of the Secretary of Housing
and Urban Development, shall obtain from the Department of Hous-
ing and Urban Development such assistance with respect to the ad-
ministration of this part as will promote efficiency and economy
thereof.

“ALLOCATION AMONG THE STATES

“Sgc. 1621. (a) For each fiscal year, the total amount of principal
0f—

! “(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 Secretary among the States,
in accordance with requlations, on the basis of the population, 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 (@) and remaining unobligated at the end of such year shall re-
main available to such State, for the purpose for which made, for the
newt two fiscal years (and for such years only), in addition to the
amounts allotted to such State for such purposes for such newt two
fiscal years; ewcept that any such amount which is unobligated at the
end of the first of such next two years and whickh the Secretary deter-
mines 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 newt two
years. to other States which have need therefor, 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.
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“PArT D—SPrcrar Prosecr GrRANTS

“SPECIAL PROJECT GRANTS

“Skc. 1625, (a) The Secretary may make grants for construction or
modernization projects designed to (1) eliminate or prevent imminent
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 be made for a project described in the preceding sen-
tence for any medical facility owned and operated by any State or
political subdivision of a State, including any city, town, county,
borough, hospital district authority, or public or quasi-public cor-
poration.

“(d) An application for a grant under subsection (a) may not be
approved under section 1604 unless it contains assurances with the
State Agency has determined that the applicant making the applica-
tion 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 (@) may not exceed
76 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 poverty level, in which case the grant 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 (@) for such
fiscal year 22 per centum of such sums.

“GENERAL PROVISIONS RELATING TO LOAN GUARANTEES AND LOANS

“Skc. 1622. (a) (1) The Secretary may not approve a loan guarantee
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 financial interests
of the United States and are otherwise reasonable, including 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 private 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 the Secretary for good
cause waives such right of recovery; and, upon making 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 guaraniee was made.

“(B) To the extent permitted by subparagraph (C), any terms and
conditions applicable to a loan guarantee under this part (including
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ditions imposed under subparagraph (D)) may be
f?i?:gfﬂefiﬂgy C;%ne Secretary g)o the extent he determines it to be consistent
with the financial interest of the United States. der this part
“(0) Any loan guarantee made by the Secretary ez ?g ;Z 7
shall be incontestable (i) in the hands of an applicant on whose beha
such guarantee is made unless the applicant engaged in fravd or mis-
representation in securing such guarantee, and (i) as to any gars%n
(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) engagedhiolz Fraud or misrepresentation in making or con-
; ke such loan. i
ér{ff(ing t(?uﬁfantees of loans under this part shall be subject to such
further terms and conditions as the Secretary determines to be neces-
sary to assure that the purposes of this title will be achieved. ’
‘g/(b) (1) The Secretary may not approve a loan under this par

nless— ) . Soam
“(A) the Secretary is reasonably satisfied that the applican
und(er )the project fo?whiok 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 as-
mr{gnc?es thatptz;wre will be available to it such additional fwyig
as may be necessary to complete szwdproyect or undertaking it
t to which such loan is requested.
oo (gispgityglzngcmade under this part shall (A) have such secu-

rity, (B) have such maturity date, (C') be repayable in such install-

(D) bear interest at a rate comparable to the current rate of
%?rtgét(prlv&i%ﬂg, on the date the loan is made, with respect to Zo%ns
quaranteed under this part, minus 3 per centum per annum, and (E')
e subject to such other terms and conditions (including ;?rozﬁzszogs
for recovery in case of default), as the Secretary determines to le
necessary to carry out the purposes of this title while adequately
protecting the financial interests of the United States. .

“(8) The Secretary may, for good cause but with due regard to
the financial interests of the United States, waive any right of re-
covery which he has by reasons of the failure of a borrower to make
payments of principal of and interest on loan made under this pgrgé
ewcept that if such loan is sold and guaranteed, any such waiver sha
have no effect upon the Secretary’s guaraniee of timely payment of

incipal and interest. i ) 4

“(0Y(1) The Secretary shall from time to time, but with ge
regard to the financial interests of the United States, sell loans made
under this part either on the private market or to the Federal Na-
tional Mortaage Association in accordance with section 302 of the
Federal National Mortgage Association Charter Act or to the Fed-
eral Financing Bank. o ,

“(2) Any loan so sold shall be sold for an amount _wkw{e, is equal
(or approwimately equal) to the amount of the unpaid principal of
such loans as of time of sale. ) )

“(8)(A) The Secretary is authorized to enter into an agreement
with the purchaser of any loan sold under this part under which the
Secretary agrees—
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“(2) to guarentee to such purchaser (and any successor in
interest to such purchaser) payments of the principal and inter-
est payable under such loan, and

“ @z? to pay as an'interest subsidy to such purchaser (and any

successor in interest 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
by the Secretary after taking into account the range of prevail-
ing interest rates in the private market on similar loans and the
risks assumed by the United States.

“(B) Any agreement under subparagraph (A)—

“(2) may provide that the Secretary shall act as agent of any
such purchaser, for the purpose of collecting from the entity to
which such loan was made and paying over to such purchaser
any payments of principal and interest payable by such entity
under such loan;

“(i) may provide for the repurchase by the Secretary of any
such loan on such terms and conditions as may be specified in the
agreement,;

“(#Z) shall provide that, in the event of any default by the
entity to which such loan was made in payment of principal or
wnterest due on such loan, the Secretary shall, upon notification
to the purchaser (or to the successor in interest of such pur-
chaser), have the option to close out such loan (and any obliga-
tions of the Secretary with respect thereto) by paying to the
purchaser (or his successor in intercst) the total amount of out-
standing principal and interest due thereon at the time of such
notification; and

“(év) shall provide that, in the event such loan s closed out
a8 provided in clause (iii), or in the event of any other loss in-
curred by the Secretary by reason of the failure of such entity
to make payments of principal or interest on such loan, the
Secretary shall be subrogated to all rights of such purchaser
for recovery of such loss from such entity.

“(4) Amounts received by the Secretary as proceeds from the sale
of loans under this subsection shall be deposited in the fund estab-
lished under subsection subsection (d).

“(d)(1) There is established in the Treasury o loan and loan
guarantee fund (hereinafter in this subsection referred to as the
‘fund’) which shall be available to the Secretary without fiscal year
limitation, in such amounts as may be specified from time to time in
appropriation Acts— }

“(A4) to enable him to make loans under this part,

“(B) to enable him to discharge his responsibilities under
loan quarantees issued by him under this part,

“(O) for payment of interest under section 1620 B)Y(2) on
loans guaranteed under this part,

::( D) for repurchase of loans under subsecetion ( ) (3Y(B). and

(E) for payment of interest on loans which are sold and

quaranteed.
There are authorized to be appropriated from time to time such
amounts as may be necessary to provide the sums required for the
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fund. There shall also be deposited in the fund amounts received by
the Secretary in conmection with loans and loan guarantees under
this part and other property or assests derived by him from his op-
crations, respecting such loans and loan guarantees, including any
money derived from the sale of assets. . .
«(2) If at any time the sums in the funds are insufficient to enable
the Secretary— o
“(A) to make payments of interest under section 16@0(6) 2y,
“ 58 Y to otherwise comply with guarantees under this part of
loans to nonprofit private entities,
«((') in the case of a loan which was made, sold, and guaranteed
under this part, to make to the purchaser of such loan payments o f
rincipal and interest on such loan after default by the entity to
which the loan was made, or .
“(D) to repurchase loans under subsection (¢) (3)(B), and
(E) to make payments of interest on loans which are sold &

. guaranteed,
ke i authorized to issue_to the Secretary of the T'reasury motes or
other obligations in such forms and denominations, beamng such
maturities, and subject to such terms and conditions, as may ve pre-
seribed by the Secretary with the approval of the Secretary of the
Treasury. Such notes or other obligations sholl bear interest at a rate
determined by the Secretary of the Treasury, taking into consideration
the current average market yield on outstanding marketable obliga-
tions 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 issu¢
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 purposes for which the securities
may be issued under that Act are eatended 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 redemptions, 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 bal-
ances of the loan quarantee and loan fund established in the Treasury
by section 626 shall be transferred to the fund established by subsection
(d) of this section.
“(2) To provide additional capitalization for the fund established
under subsection (d) there ave authorized to be appropriated to the
und, such sums as may be necessary for the fiscal years ending June 30,

197’5, June 30, 1976, and June 30, 1977.

“Pspr D—Prosecr GEANTS
«PROJECT GRANTS

“Sre. 1685. (a) The Secretary may make grants for construction or
modernization projects designed to (1) eliminate or prevent imminent
safety hazards as defined by Federal, State, or local fire, building, or
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life safety codes or regulati )
, gulations, or (2) avoid noncompli :
;;g;ol?f_ntary licensure or accreditation standards.”jipgzngé gflfibéf g?éi
Statzc %'onlu%y only be made to a State or political subdivision of a
autko’rizém ing any city, town, county, borough, hospital district
autitors g; :SOI; ?‘rzi@ io; gua(;@-publio corporation, for a project de-
op‘??%rf)eciiby e g sentence for any medical facility owned or
« n application for a grant under subsection (&) m
gg?%vgg;;gi; 3;;5;;0? &\5604 zlmless it containg assumn(ceg sagg fggttoﬁgj
Z applicant making the applicati
be able to complete the project oh 3 o
wz‘t‘l(wfsét;% e o zeg()i f?o ¢ Jor which the application is submitted
¢ amount of any grant under subsection (a) ma
iig ge)ge;“tc;fentp% ;]; gwé costt (jl)f' the projefit for wiz,icﬁ( t?’w ggzzg zégewmceeci
ocated in an area determined by the S
be an urban or rural poverty area, i ; 4 Pt
uii‘lf((ilgﬁf?o}?etgcenmm ff mkyczs zg, in which case the grant may cover
e sums appropriated under section 1613 for al

there shall be made available for grants under subsecégon ?f)si’or%g
fiscal year 22 per centum of such sums.

(113
Parr E—Generar Provisrons

“SEC;.( {f)&}. I “JUDICIAL REVIEW
the Secretary refuses to approve an applicati j
ect submitted under section 1604, ¢, AR (4
w‘c‘}zza)m;lioagigntwas zubmitmdf’wkg State Agency through. which
ny State is dissatisfied with, or an tity wil
. ) y entity will be ad-
S;;ﬁzlgraéfsgi@;% by, the Secretary’s action under section 1612, such
may appeal to the United States court of appeals for the circuit i
ik e S gy St oy Uil By iy et
o / oty doys after such action.
gztczfagn shall be forthwith transmitted by the clerk of ti:g gﬁ% %’ ﬁzﬁ
Secr ;3 c’;?;;y, or any officer designated by him for that purpose. The Sec-
retar Mea}fupon shall file in the court the record of the proceedings on
which, Statﬁgté’ o}g: %zc;z;nm,t }fg %);omded z'nhsectéon 2112 of title 28,
d States . ing of such petitio
{mve&gumdz?tzm to affirm the aoti;:zg Off the ,Seg}retawyné: I;j ;&%tai?gg
?iew ole 2'7' in part, temporarily or permanently, but until the filing of
i :eco; e g'w Secretary may modify or set aside his order. The find-
degw of the, ecretary as to the facts, if supported by substantial evi-
de /% ;;w be conclusive, but the court, for good ecause shown, may
Smat case_to the Secretary to take further evidence and the
ecretary may thereupon make new or modified findings of’ fact and
ma% modify his previous action, and shall file in the court the record
; {k ¢ further proceedings. Such new or modified findings of fact shall
ikewise be conclusive if supported by substantial evidence. The judg-
zzc?}t of mffe court affirming or setting aside, in whole or in part, any
g ion of the Secretary shall be final, subject to review by the Sug;mme
(lourt of the United States upon certiorari or certification as provided
i section 1264 of title 28, United States Code. The commencement of




52

proceedings under this section shall not, unless so speoi/ﬁcally ordered
by the Court, operate as a stay of the Secretary’s action.

“RECOVERY

“Src. 1631. (a) If any facility constructed, modernized, or gom)erted
with funds provided under this title is, at amy time within twenty
years after the completion of such construction, modernization, or
conversion with such funds— ) L

“(1) sold or transferred to any person or entity (4) which i3
. not qualified to file an application under section 1604, or (B)
which i3 mot approved as a transferee by the State Agency of
the State in which such facility is located, or its successor; or
“(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 from either the trans-
feror or the tramsferee 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 s situated) of so much of such facility
as constituted an approved project or projects, as the amount of the
Federal participation bore to the cost of the construction, moderniza-
tion, or conversion of such project or projects. Such. right of recovery
shall not constitute & lien upon such facility prior to judgment.
" “(b) The Secretary may waive the recovery rights of the United
States under subsection (@) with respect to a facility in any State—
“(1) if (as determined under regulations prescribed by the
Secretary) the amount which could be recovered under subsection
(@) 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 Coor-
dinating Council for such State as consistent with the State health
plan established pursuant to section 1524 (¢) ; 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) ewceeds 90 per centum of the 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

“Sgo. 1639. Except as otherwise smecifically provided., rothing in
this title shall be construed as conferring on any Federal officer or
employee the right to exercise any supervision or conirol over the
administration, personnel, maintenance, or operation of any facility
u;:’th reia;pect to which any funds have been or may be expended under
this title.

“DEFINITIONS

::?’;)o é 6IL33t For zfge PUrposes o f this title—
/ e term ‘State’ includes the Commonwealth of Puer )
Gmm, American Samoa, the Trust Territory of the Pfaciﬁz fr‘;zfz%?
th?‘ Virgin Islands, and the District of Columbia. ’

(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 wnder allotment payments or a
loan or ‘loan guarantee under this title, except that—

4 ‘)‘ in the case of a modernization project—
“g?) dte}fcmbea;.z'ntqection 1604(b) (2) (B), and
73 e applicatio ) ; ;

k soos ) 1604(1)[;[;2) i )w: for which received a waiver under
the proportion of the cost of such project to be pai -
eral Government under allotmentppag]/ments orpgzglozz ?n}zLZg/FZZt
emce;% goﬂoo,g?ghand Z@ag nm;L exceed 100 per centum of the first

s e cost of suc j
ne‘a‘efgfl,_woﬂff e oo c?st, project and 6624 per centum of the

) wn the case of a project (other than a project ;
wn subparagraph (A)) to be assisted from an%zgozm%(}%%
under part B, the proportion of the cost of such project to be
paid by the Federal Government may not exceed 6624 unless the
project is located in an area determined by the Secretary to be
%Leuzob;;noﬁrszzzal po:ve;'ti/ agea, z'ndwhich case the proportion of

roject to be pai
m?:/( ge) 09 %r " gtu gb, 't te paid by the Federal Government

i in the case of a project (other than a project descri
;n subparagraph (A)) to be assisted with a lomz; or]loom ﬁ%ﬁ
ee én,ade under part C, the principal amount of the loan directly
mage or guaranteed for such project, when added. to any other
gzszstance provided the project under this title, may not exceed
’ per centum of the cost of such project unless the project is
ocated in an area determined by the Secretary to be an wrban
or rural poverty area, in which case the principal amount, when
added to other assistance under this title, may cover up o 100

) (gfr ;e};r;ﬂ;zz rz{ f;:e co:?tt (l)’f ?keh;z:rdoject.
? ospital’ includes general, tuber .
types of hospitals, and related facz'lzgtz'es, such as %Z%oﬁ;,toar% 02’;6;‘
;qatgle.m.f departments, nurses’ home facilities, extended care facz',lz'tz'es
f;l;lz wties related to programs for home health services, self-care units,
and, central service facilities, operated in conmection with hospz'tals’
and also includes education or training facilities for health profes-’
sional personiel operated as an integral part of a hospital, but does
no‘zi include any ht‘)spzta.l furnishing primarily domici z'ary,care
il t(4) Tkehterm public health center’ means a publicly owned fa-
; lz/ or the provision of public health services, including related
g}u ety owned facilities such as laboratories, clinics, and adminis-
r«f‘t(zge)z %c:st oper‘ated in Eo’nnection with such a facz’iz’ty.
- he term ‘nonprofit’ as applied to any facility me -
;glztg/ which is owned and operated by one or ng/orfe nongroﬁtagr;oig—
tons or assoctatians no part of the net earnings of which inures, or
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may lawfully inure, to the benefit of any private shareholder or
tndividual. )

“(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-
vigion of persons livensed to practice medicine or surgery in the
State, or in the case of dental diagnosis or treatment, under the
professional supervision of persons licensed to practice dentistry
in the State; or

“(0) which offers to patients not requiring hospitalization
the services of licensed physicians in various medical specialties,
and which provides to its patients o 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 wvocational 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
preseribed by, or are under the general dirvection 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—

“(A4) which is a hospital (other than a hospital primarily for
the care and treatment of mentally ill or tuberculous patients)
or is operated in connection with a hospital, or

“(B) in which such ecare and medical services are prescribed
by, or are performed under the gemeral direction of, persons
licensed to practice medicine or surgery in the State.

“(9) The term ‘construction’ means construction of new buwildings
and initial equipment -of such buildings and, in any case in which it
will help to provide a service not previously provided in the com-
munity, equipment of any buildings; including architects’ fees, but
ewcluding 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 conversion, 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, ewpansion,
major repair (to the extent permitted by regulations), remodeling,
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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 «
project, means a fee simple, or such other estate or interest (including
a leasehold on which the rental does not exceed J 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-
gion for the purposes of construction, modernization, or conversion
and operation 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 guar-
anteed under this title in the case of a project assisted by a loan or
loan guarantee.

“(18) The term ‘medical facility’ means a hospital, public health
center, outpatient medical facility, rehabilitation facility, facility for
long-term care, or other facility (as may be designated by the Secre-
tary) for the provision of health care to ambulatory patients.

“(14) The term ‘State Agency’ means the State health planning
and development agency of a State designated under title XIV.

“(15) The term ‘urban or rural poverty area’® means an wrban 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 per-
centage of the population of the United States residing in urban and
rural poverty areas is—

“(A4) 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

“(B) not less than such percentage minus five per centum.

“(16) The term ‘medically underserved population’ means the pop-
ulation of an wrban or rural area designated by the Secretary as an
area with a shortage of health facilities or a population group desig-
nated by the Secretary as having a shortage of such facilities.

“FINANCIAL STATBMENTS; RECORDS AND AUDIT

“Skc. 1634, (a) In the case of any facility for which an allotment
payment, grant, loan, or loan guaraniee 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 preseribe)
shall file at least annually with the State Agency for the State in
which the facility is located a statement which shall 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
“(2) the costs to the facility of providing 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.. =~

o
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“(B)(2) Each entity receiving Federal assistance under this title
shall keep such records as the Secretary 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 with 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 will facilitate an effective audit.

“(2) The Secretary and the Comptroller General of the United
States, or any of their duly authorized representatives, sholl have
access for the purpose of awdit 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 assistance referred to in paragraph (1).

“(¢) 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 mod-
ernized with such assistance, and

“(2) the costs to such facility 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 ABRISTANCE

“Skc. 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 wnder section 1604. The Secretary shall make every effort
tz énfo;’m eligible applicants of the availability of assistance under
this title.

“Parr F—ArE4 Hearre Services Deveropuent Fuvps

“DEVELOPMENT GRANTS FOR AREA HEALTH SERVICES DEVELOPMENT FUNDS

“Skc. 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) which has in effect an HSP and AIP reviewed by the
Statewide Health Coordinating Council, and
“(3) awhich as determined under the review made under section
1536(¢), is organized and operated in the manner prescribed by
section 1512(b) and 8 performing its functions under section 1513
in a manner satisfactory to the Secretary,
to enable the agency to establish ond maintain an Area Health Serv-
ices Development Fund from which it may make grants and enter into
contracts in accordance with section 1513 (e) (3).
“(b) (1) Ewcept as provided in paragraph (2), the amount of any
grant under subsection (a) shall be determaned by the Secretary after
taking into consideration 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 may not exceed the product of 81 and
the population of the health service area for which such agency is
designated.

“(¢) 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 form and manner and
contain .sue{ information 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, 875,000,000 for the fiscal year
ending June 30, 1976, and $120,000,000 for the fiscal year ending f une

30, 1977 ‘
MISCELLANEOUS AND TRANRITIONAL PROVISIONR

S8ec. 5 (@) (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 grant made to a State with funds appro-

; t:;li under t;:z's paragraph shall be available for obligation

eyond—

(A) three months after the date on which a State health plan-
ning and development agency is designated for such State under
section 1421 of such Act,or

(B) June 30,1976,

whicgaeiéfge 18 later. . 5 b

(2 re are quthorized to be appropriated for ¢ cal year
ending June 30, 1975, and the next fs’gﬁaz year wgk sums 7?;; mag be
necessary to make grants under section 304 of the Public Health
Service Act for experimental health services delivery systems, section
814(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 whick 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 « grant s made under
such section 304, 314(b), or title IX.

(6) Any State which has in the fiscal year ending June 30, 1975, or
the next fiscal year funds available for obligation from its allotments
under part A of title VI of the Public Health Service Act may in such
fiscal 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 i3 less. :

(¢) A reference in any low or regulation—

(1) to the agemcy of a State which administers or supervises
the administration of o 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 sec-
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tion 1621 of such Act be considered a reference to the State agency
designated wnder such section 1621 ;

" (2) to an agenecy 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 @ health service area established under section 1511 of the
Public Health Service Act be considered a reference to the health
systems agency designated under section 1615 of such Act for

such health service area; and
(3) to a regional medical program assisted under title IX of

the Public Heolth Service Act shall if the program is located in

a State for which a State health planning and development agency

has been designated under section 1521 of the Public Health

Service Act be considered a reference to such State agency.
(d) Section 316 of the Public Health Service Act is repealed.

ADVISORY COMMITTEER

Skc. 6. (a) An advisory committee 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 Alcokolism Prevention, Treat-
ment, and Rehabilitation Act of 1970 shall terminate at such time as
may 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 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 estab-
lished by or pursuant to 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
‘and (2) his recommendations respecting the termination of each such

‘adwisory commitiee.
' 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 Com-
mittee on Interstate and Foreign Commerce of the House of Represent-
atives (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 Construction
Aet of 1963, or the Comprehensive Alcohol Abuse and Alcoholism
Prevention, Treatment, and Rehabilitation Aet of 1970 to the Con-
gress (or any committee thereof), (2) the provision of such Acts
which requires each such report, (3) the purpose of each such report,
and. (4) the due date for each such report. The veport of the 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 1305(b) (1) of the Public Health Service Act is
amended to read as follows : : ! o

“(bY(1) FEuwcept as provided in puregraph (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.,5600,-
000. In any fiscal year, the amount disbursed under a loan or loans
made or guaranteed under this section for a health maintenance or-
ganization may not exceed $1,000,000,000.”

And the House agree to the same.
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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 House to the bill (%. 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-

rams, and for other purposes, submit the following joint statement to
fhe 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
and clarifying changes. :

Heavta PranNixe aNp DEVELOPMENT
SHORT TITLE

The Senate bill provides that the Act may be cited as the “National
Health Planning and Development and Health Facilities Assistance
Act of 1974, (section 1).

The House amendment provides that the Act may be cited as the
“National 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).

FINDINGS

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 recommendations for a national health policy, of State and regional
health planning, and of resources which 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

the Senate bill and House amendment specify C_ongre_sswna,l
ﬁn%(i);gs respecting national health priorities. These are identical ex-
t that:
cept ¢ (1) The third Senate priority refers to the development of
medical group practices, health maintenance organizations and
other organized systems, while the House amendment refers only
to medical group practices. i
The confereng sugslt)itute conforms to the Senate bill. )

(2) The fourth priority in the Senate bill refers to the train-
ing and increased use of physician extenders, while the corre-
sponding priority in the House amendment refers to physicians
assistants, especially nurse clinicians. The conference substitute
conforms to the House amendment. ) _

(3) The eighth priority in the Senate bill referring to the pro-
motion of activities for the prevention of disease is not included
in the House amendment. The conference substitute conforms
to the Senate bill (Senate section 1402, House section 1403, con-
ference substitute section 1502).

NATIONAL GUIDELINES FOR HEALTH PLANNING AND NATIONAL HEALTH
POLICY
Formulation ;

The Senate bill requires the Secretary, within one year of enact-
ment, to issue guidelines concerning national health planning policy.
The guidelines are to include standards respecting the appropriate
supply, distribution, and organization of health resources, and a state-
ment of national health planning goals (sections 1401 and 1403).

The House amendment requires the Secretary to establish a Na-
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 recommended 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

Establishment of Council

The Senate bill establishes in the Department of Health, Education,
and Welfare a National Advisory Council on Health Planning and
Development (gection 1403(a)).

The House amendment requires the Secretary to establish a Na-
‘tional Council for Health Policy (section 1401({a}).

The conference substitute conforms to the Senate bill and establishes
:115(%36&3)1)1&1 Council on Health Planning and Development (section

a)).
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Composition of Council
The Senate bill requires that the National Advisory Council on
Health Planning and Development have: )
(1) Twelve members, nine of whom are to be voting members,
(2) Not less than four nonproviders among the voting
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 nonprovider 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 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 1503(h) (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
gligsd(ex;e)hjpment of national guidelines for health planning (section
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) Assessing health status,
(5) Evaluating the implications of advances in biomedical re-
search, health services research, and medical technology for the
delivery system, and V
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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 PLANNING AGENCIES
Agency 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.

DESIGNATION 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
(Zf )r)esources 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))

( ')I‘?e)conference substitute conforms to the Senate bill (section 1511
a)(1)).

The Senate bill further contains a provision, not included 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 JURISDICTION 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) (8) (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 PSRQ’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 1511(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 follow 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)(8)).

The conference substitute conforms to the Senate bill except that
existing 314(b) areas are to be designated as health service areas only
if th?y) ;neet all of the other requirements for designation (section
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-
lished so as to recognize the differences in health planning and health
services development needs between nonmetropolitan and metropoli-
tan areas (section 1411(a)).

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

, DESIGNATION PROCESS

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

(1) Within 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,

(8) 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) Within 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) Within 210 days of enactment, the Secretary publish the
designations submitted as a notice in the Federal Register, and

(3) Within one year of the date of enactment, health service
areas be established (section 1511(b)).
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REVISION OF BOUNDARIER

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

Th(e 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 g&te of enactment) to carry out health plannin
and review functions such as those described in section 1413, an
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-
1ce 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
s(e]ga(xgge) governing body for health planning (section 1412(b)
- The House amendment specifies that, if the agency is a public 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 814(b) agencies is not included (section
1512(b) (3) (A)). The conferees noteﬁheir 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,
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TIn addition, the Senate bill contains a provision, not included in the
House amendment, which states that a health systems agency may not
be an educational institution or operate such an institution (section
1412(b) (1) (C)). . _

The conference substitute conforms to the Senate bill (section

1512(b) (1)). o ] '
" The Senate bill, finally, contains a provision, not included in the
House amendment, which states that if 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 development fune-
tions without limiting this to only the functions specifically listed
(section 1512(b) (1) (A)).

GOVERNING BODY
Responsibilities .

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 respecting proposed uses of Federal
funds and the need for new and existing institutional 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 ageney 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.8.C. 552(b). A simi-
lar requirement is applicable to State Agencies (sections 1412(b)
(3) (B) and 1432(b) (9!3).

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 ?ess 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
calle«(ibl;lzox)l ?dg%uam notice and at which a quorum is present (section
1412 4)(B)). ‘

he House amendment specifies that a quorum for a governing body
(and executive committee) shall be a majority of the membership (sec-
tion 1412(b) (3) (B)).
he conference substitute conforms to the Senate bill (section
1512(b)).
Composition
The Senate bill requires a majority of consumers (not to exceed 60
ercent) who are not and have not within the twelve months preced-
ing appointment been providers and who are not governmental rep-
resentatives (section 1412(b) (4) (C)). '

The House amendment requires 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 1f a VA facility is located within the health serv-
ice area and at least one health 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) (8) (C)).

The conference substitute conforms to the Senate bill regarding VA
and HMO representatives; however, governmental representatives
sg:;l%é))e) included as either consumers or providers (section 1512(b)

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

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

The conference substitute conforms to the Senate 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)).

he 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)).

STATEMENT 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)).

STAFF
Separation of Functions

The Senate bill 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 conformns to the Senate bill except that
the word “separate” and the requirement for only one staff director
are dropped (section 1412(b)(2)).
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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 Bequirement

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
{2)). 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 earliest possible time.

Consultation/ A pproval

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(0%(2) ).

The House amendment requires the Governors’ approval for the
designation of health systems agencies (section 1415 (Il)a) (4) (C) and
section 1415 (c¢) (2)).

The conference substitute conforms to the Senate bill.

Termination by Secretary of Final Designation

The Senate bill contdains 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 health systems agency or a State Agency, the Secretary
shall by regulation assure 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.

AGENOY FUNCTIONS
Names of Plans

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)).
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The House amendment specifies that the health systems agencies are
to annually establish Health Systems Plans (HSP) and Annual Im-
plementation Plans (AIP) (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 80 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 1s 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 Assistance for Implementation of Plans

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. Assistance is to be limited o 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 Hcuse amendment contains a provision, not included in the
Senate 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) (8)).

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 1513(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 Fund unless the agency,
as determined under review by the gecretary? is organized and op-
erated as required and is performing its functions in a manner satis-
factory to the Secretary (section 1540(a) (3)). i

The conference substitute conforms to the House bill.

The Senate bill authorizes to be appropriated for the Agency
Development Fund:

Fiseal years: M ““0;58
1975 - ; - $
BT o e e e o o e o o e 5
1977 e e i 120

(section 1417(d)) ] ) '
The House amendment authorizes to be appropriated for the Agency
Development Fund:

R Millions

Fis.call years: . o o i$25
1976 oo e e e —— - 00
3977 e i = e o o i i 150

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

APPROVAL OF PROPOSED USES OF FEDERAL FUNDS

The Senate bill specifies that the health systems agencies are to
review and approve or disapprove proposed uses of Federal funds
under the PHSP Act, the Community Mental Health Centers Act, and
the Alcoholism Act except funds under titles IV, VII, and VIITI 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 titles IV,
VII, and VIII of the PHS Act except when they support the delivery
of health services or to funds under the Developmental Disabilities Act
(section 1413(e)). ' o

The conference substitute conforms to the Senate bill with the
added requirement that applications for funds under titles IV, VII,
and VIIT for the development of health resources intended to be used
within the health service area be subject to review (section 1513

e)(1)).

( ")I‘(he) )Sena,te bill contains a provision, not included in the House
amendment, which requires health systems agencies to review and
approve or disapprove proposed uses of Federal formula grant funds
within the health service 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 contract i
1413(e) (1)). & s (section

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 comment 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
thﬁretary to make health planning and development grants to Indian
ribes. :

The conference substitute conforms to the Senate bill.

REVIEW OF EXISTING SERVICES AND FACILITIES

The Senate bill s%eciﬁes 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
respe(ctir;g 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

Basic Formule

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 agency
is to receive $.50 per capita with a maximum grant of $1.5 million
(section 1416(b)(1)). e

e e
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The conference substitute as a compromise specifies & 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)). ) o

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 substitufe conforms to the Senate bill (section
1516(b) (2) (B)). By including this provision, the conferees hope to
preclude, to the greatest extent possible, conflicts of interest inherent
in accepting funds from providers of health care whose interests may
in any way be affected by decisions or recommendations made by a
health systems agency.

Allowable Public Contributions . o
The Senate bill places no limitations on public contributions.
The House amendment limits public contributions to one-third

of non-Federal funds by any one public contributor (section

1416(b) (2) (B)). .

Tlge )C((‘m?ftérex)u):e substitute conforms to the Senate bill.

Uonditions as to Use of Contributions '

The House amendment contains a provision, not included in the Sen-
ate bill, which specifies that contributions used for matching purposes
cannot have conditions as to their use (section 1416(b) (2) (BY).

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

Minimum Grant
The Senate bill specifies a minimum planning grant of $220,000
(section 1416(b)(3)). o o ) .
The House amendment specifies a minimum planning grant 0
175,000 (section 1416(b) (3)).
’ wa coglference substitute conforms to the House amendment (sec-
tion 1516(b) (3))-

Receipt of Private Contributions . _

The Senate bill contains a provision, not included n the House
amendment, which specifies that an agency may not receive any. contri-
bution from any individual or private entity having direct interest
in the development, expansion, or support of health resources (section
14&‘211£3b)cg)?1)flrence substitute conforms to the Senate bill (section
1512(b) (5) ). The conferees noted that this provision would not p}l;(f-
hibit agencies from receiving contributions or funds from chantaﬁ t:
foundations and organizations or employers offering health bene
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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 PrANNING AND DEVELOPMENT

DESIGNATION OF STATE AGENCY

Termination by the Secretary of Final Designation

The Senate bill contains a provision, not included in the House
amendment, which specifies that the Secretary must provide an agency
with an opportunity 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 Designation Agreement

The Senate bill contains a provision, not included in the House
amendment, that specifies if no agreement is in effect upon expiration
of the fourth fiscal 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
SHCC and that the Secretary may prescribe staff size and qualifica-
tions (section 1422(b)).

The conference substitute as a compromise specifies that the Secre-
tary may prescribe staff size and qualifications and drops the require-
ment that the director of the planning staff of the State Agency be
appointed with the advice and constent of the SHCC (section
1522(b) (4).

Hearing Requirement

The Senate bill contains a provision, not included in the House
amendment, reqiuiring hearing procedures to be consistent with State
administrative law (section 1422(b) (13)).

The conference substitute conforms to the Senate bill (section
1522(b) &113) }. 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

Serve as Designated Planning Agency Under Section 1122 of the
Social Security Act .

The Senate bill specifies that the State Agency performs this func-
tion only if the State makes an agreement under section 1122 (section
1423(a) (3) (A)). )

The House amendment contains no reference to such an agreement

section 1423(a) (3) (A)). . )
( ’.[c’he confelgezl)cg )s;gbs)tZtute conforms to the Senate bill (section
1523(a) (4) (A)). , ‘
Certificate of Need Program for New I nstitutional Services .

The Senate bill specifies that a certificate-of-need program 1s re-
quired even if the State Agency serves as the designated planning
agency under section 1122 (section 1423(2) (3)). ) o

The House amendment provides that such a program 1s required if
the State Agency does noti sex('ggj )as the section 1122 designated plan-
ning agency (section 1423(a . i i

'I%xegcon;%eg'ence substitute)s conforms to the Senate bill (section
1523(a) (4) (B)). o i ] )

The Senate bill provides that such a program 1s to require review
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 recom-
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(&?(4)). . : )

The conference substitute includes both provisions . (section
1523(a) (4) and (5)). ) _

The Senate bill specifies that a State certificate-of-need program is
pot required until the expiration of the first regular session of the legis-
lature which begins after the date of enactment (section 1423(b) (2)).

The House amendment specifies that a State certificate of need pro-
gram is not required until the expiration of the first regular session of
the legislature which begins 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)). ) .

he conference substitute conforms to the Senate bill (section
1523(a) (6)). :

Review of Ewisting Services ) o
The Senate bill specifies that a State Agency is to review existing
institutional health services and health care facilities and health main-
tenance organizations and make findings as to continued need ; except
that review and findings are not to apply to services or facilities sub-
ject to review under section 1122 or subject to a certificate of need pro-
gram enacted by a State prior to the enactment of this section which
the Secretary determines substantially meets the requirements 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) ).

(i

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 ésection 1423 (a) (5)).

The conference substitute conforms to the House amendment except
th;.té (th)e(S;:a).te 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 gublic and providers of health services as to the
appropriateness of particular services and what, if any, voluntary
remedial actions are advisable.

Preparation, Review, Revision of the Preliminary 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 health plan
made up of the LGP’ 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 1423(na) (2)).

The conference substitute conforms 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 Secretary 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 fiseal 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 demonstrating the effectiveness of rate
regulation to a maximum of six States who 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 report 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
1975, $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
large and small States, urban and rural States, and States experiencing
high and low medical care costs. .
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Hill-Burton Agency : _ .
The Senate bill specifies that the S;?ig )z%gency is required to serve
the Hill-Burton agency (section 62 .
a»S'l‘he, House amen(%nen{ gpecifies that the State Agency may serve
as the Hill-Burton agency but another agency of State government

may, upon the request of the Governor and under an agreement With

the State Agency satisfactory to the Secretary, perform such functions

tion 1423 8) (b) (1)). . ]
(S?I&‘zh?nconfer(eah)c(e )sflbgt(it'l)lze conforms to the Senate bill (section
1523(b) (1)).

BXTENSION OF SECTION 1122 POLICY TO PRIVATE HEALTH INSURERS

- B - €« N » the
The House amendment contains a provision, not included in
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 policy to private health insurers operating within
the State (section 1421(d)). )
The conference substitute conforms to the Senate bill.

GRANTS TO STATE AGENCIES

Types ‘ |

3’/]'.?‘)hes Senate bill specifies that allotments are required to be made
to State Agencies on the basis of population and per capita mcom§
except that no State is to receive an allotment for a fiscal year whltfi
is less than one percent of the appropriation for that year. The Fe li
eral share for any State Agency for purposes of this subsection sha
not exceed 90 percent of the cost of the performance of such functions

as the Secretary 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) ).

Authorizations ) o
The Senate bill contains the following authorizations:

. Miltions
Fiseal years: $25
T D e e e et e e e e o e e 2
1978 — e e e e e e e e et e e e e 2

The House amendment specifies the following authorizations:

Fiscal years: Mima;f
T D e e e e e ettt e e et e e e $ 3;5)
016 e e e 2
B

(section 1425(c))
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The conference substitute provides for the following compromise :
Fiscal years: Millions
1975 e - - $25
1976 __ e o e e e 30
1977 o — 8
(section 1525(c))

STATEWIDE HEALTH COORDINATING COUNCIL

General Requirements

The Senate bill contains a provision, not included in the House
amendment, which requires that a health systems agency with a Health
service area that falls within the boundaries of one or more States
must participate in the SHCC for each State (section 1425(b) (1)).

The conference substitute conforms to the Senate bill (section
1524(b) (1) (A)). o R

In addition, the Senate bill contains a provision, not included in
the House amendment, that each health systems agency must assume
itz share of the costs of operation of the SHCC (section 1425(b) (2)

The conference substitute conforms to the House amendment.

Thirdly, the Senate bill contains a provision, not included in the
House amendment, that the State must contribute 40 percent of the
costs of operation if the Governor appoints members to the SHCC
(section 1425(b) (2) (B)).

he conference substitute conforms to the House amendment.

Lastlly, the Senate bill specifies that agencies must make available
their plans for integration into the State health plan and make revi-
s1ons as required (section 1425(b) (3)).

The House amendment has no corresponding provision, but the
SHCC in preparing the State health plan may revise HSP’s to
?CI)li)eve appropriate coordination or effectiveness (section 1424(c)

2)}.

The conference substitute conforms to the Senate bill but adds to
the Senate provision the House specification that the SHCC in pre-
paring the §tate health plan may revise HSP’s to achieve appropriate
coordination or effectiveness (section 1524 (e} (2)).

COMPOSITION

General Regquirements

The Senate bill specifies that a majority of the members shall be
consumers who are not providers or governmental representatives (sec-
tion 1425(c) (1) (C)).

he House amendment is the same as the Senate bill except that

governmental representatives may also be consumer members (section
1424(b) (1)). - o

The conference substitute conforms to the House amendment (sec-
tion 1524 (b) (1)).

The Senate bill further contains a provision, not included in the
House amendment, that if two or more VA medical facilities are lo-
cated in 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)).

( ’)I’ge )cZ)nference substitute conforms to the Senate amendment (sec-
tion 1524(b) (1})). . .

The House amendment, finally, contains a provision, not included
in the Senate bill, that not less than one third of the members of a
SHCC who are providers 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 (e) (1)
B)).
( '1)‘129, House amendment specifies that at least two thirds of the mem-
bership shall be representatives of health systems agencies (section
1424 (b) (1) (B)). ) .
The conference substitute conforms to the Senate bill (section 1524
b) (1})).
( ’)I‘gle Senate bill, in addition, contains a provision, not included in
the House amendment, that the Governor 1is to appoint agency rep-
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 contains a provision, not included
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 requires that at least one half of each
HSA’s representatives on the SHCC be consumers (section
1524(b) (1)). , ,

Lastly, the Senate bill contains a provision, not included in the
House amendment, that if the governing body of a local agency in-
cludes a member representative of health maintenance organizations,
the SHCC shall include a member representative of HMO’s (section
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 b
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 LGP’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
_oi 91;11:123 ﬁg%’)’s of the health systems agencies within the State (section
1 c . ' ‘ '

- 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
Heuse amendment, which requires the SHCC when preparing and/or
revising a State health plan to conduct a public hearing on the plan
as grqposed, publish a notice of its consideration of the proposed plan,
and give people an opportunity to submit comments on the plan (sec-
tion 1432(a) ).

The conference substitute conforms to the Senate bill (section
1524(c) (2)). :

S 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 AIP of each health systems agency with the State
;12514 (re)p(olr)t)to the Secretary its comments on such plans (section

c .

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 fiduciary 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 bu
lists examples of 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
planning development and assistance. At least five centers are to be
In 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).




82

The conference substitute conforms to the House amendment (sec-
tion 1534). ; »

NATIONAL HEALTH PLANNING INFORMATION CENTER

The House amendment contains a provision, not included in the
Senate bill, that directs the Secretary to establish a national health
planning information center to su port the health planning and re-
sources -development programs o health systems agencies, State
Agencies, and other entities, and to provide information (section
1433(c) ).

Th(e )cszerence substitute conforms to the House amendment (sec-
tion 1533(¢c) ). ,

- CERTAIN UNIFORM SYSTEMS

The Senate bill contains a provision, not included in the House
amendment, requiring the Secretary to establish within one year of
the date of enactment the following: a uniform system for calculating
the aggregate cost of operation and the aggregate volume of services
provided by health service institutions; a uniform system for cost
accounting and calculating the volume of such services; a uniform

system for calculating rates to be charged to health insurers and other .

health institutions payors by health service institutions; a classifica-.
tion system for health service institutions; and a uniform 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 minor
modifications (section 1533(d)).

REVIEW BY THE SECRETARY
Local Agencies :

The Senate bill specifies that the Secretary is authorized to review
the structure, operation, and performance of the functions of the
health systems 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 is authorized
to Teview the structure, operation, and performance of the functions
of State Agencies (section 1434 (d)).

The House amendment is the same except that such review is re-
quired to be made by the 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 House
amendment, that at the request of the Governor of a State applying
for a waiver, the Secretary shall waive requirements for establishment
of health service areas and health systems agencies, if he finds that

a State applying for assistance under the planning title or the Hill-
Burton title—
(1) has no county or municipal public health institutions or
d_e%)artments, and
2) has, prior to the date of enactment, maintained a health
planning 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).
15%1)3 conference substitute conforms to the Senate hill (section
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 statewide health planning system by providers,
consumers, government officials, and private nonprofit planning agen-
c¢ies, and to encourage the continuation of those relationships or
procedures where agencies in the private sector are performing
satisfactorily.
Hivr-Borron PrograM

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 program (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
PHS Act by another public law since the House amendment was
written. ce ,

ASSISTANCE AUTHORIZED .

The Senate bill authorizes allotments to States for grants, an i~
ect grants and loans and loan guarantees (with in%:rest ’subgicli}l?e(g)
to be made by the Secretary. Grants by the Secretary are to be made
to public and nonprofit private entities for construction and moderni-
zation of outpatient facilities and modernization 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, in which case
té}fé )gra.nt may cover 100 percent of such costs (sections 600, 610, and

The House amendment authorizes similar allotments to the Stat
and allots to the States the principal of loans and loan guarSntegz
(with interest subsidies), rather than having such 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).
The conference substitute conforms to the House amendment except

that: :

(1) The Secretary is authorized to make grants to public en-
tities for projects which will eliminate or prevent imminent safety
hazards or avoid noncompliance with State or voluntary licensure
or acereditation standards. The amount of such projects is not to
exceed 75 percent of the cost of the project unless it is in an urban
or rural poverty area, in which case the amount may cover up to
100 percent of the cost.

(2) No more than 20 per centum of any State’s allotment for
grants is to be used for new construction of inpatient facilities
(section 1611(d)(1)). )

Funds for project grants to public entities to accomplish the pur-
poses of part D by the Secretary are to be provided through a 22
percent earmark of any appropriations under authorizations of ap-
propriations for allotments to States.

PROJECTS Amﬁomznn -

The Senate bill authorizes assistance for: :

(1) Construction and modernization of public or other non-
profit outpatient facilities, and .

(2) Modernization of public or other non-profit health facilities
which will serve medically underserved populations or popula-
tions which, without the modernization of such facilities, would
be designated medically underserved populations, as may be nec-
essary, In conjunction with existing facilities, to furnish adequate
health care service (section 600).

The House amendment authorizes assistance for:

(1) Modernization of medical facilities;

2% Construction of new outpatient medical facilities;

53 Construction of new inpatient medical facilities in areas
which have experienced rapid recent population growth (as de-
fined in regulations of the Secretary) ; and .

(4) Conversion of existing medical facilities for the provision
of new health services (section 1501). - ) :

The conference substitute conforms to the House amendment except
that not less than 25 percent of any State’s allotment is to be used for
the construction of outpatient facilities serving medically underserved
populations, and the Secretary is to seek to assure that half of these
funds are used in rural areas and half in urban areas (section 1601
and section 1611(d) (2)).

GENERAL REGULATIONS

Definition of Medical Facility

The Senate bill defines the term health facility to mean a facility
which provides to patients the services of licensed physicians 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
hospital, public health center, outpatient medica] facility, rehabili-
tatmp.facﬂ;tgr, facility for long-term care, or other facilii’:y for the
provision of health care to ambulatory patients (section 1534(13))

The conference substitute conforms to the House amendment, =
Priorities

‘The Senate bill and the House amendment each contain a provisi
requiring the Secretary to establish priorities among proaiel::rtgvglzlé
assisted. The priorities in the two provisions are somewhat different
and the conference substitute compromises by combining all of the
priorities in both provisions (section 1602 (a) (1)).

- The Senate bill contains a provision, which is not included in the
House aMeanent,.requlrgng the Secretary by regulation to prescribe
the manner in which assisted entities are to comply with required
assurances and the means by which they will demonstrate compliance.
Reports are required and there is a specific provision barring any
walver from the reporting requirement (section 620 (£)). :

The conference substitute conforms to Cbill i
1602.(2) B ms the Senate bill (section
Reguéremnts Respecting Provigion of Services

Both the Senate bill and the House amendment provide that the
Secretary’s regulations are to require the State plan to provide for
adequate facilities to furnish needed health services for persons un-
able to pay (Senate section 620(e) and House section (2) (5)).

In addition, the House amendment specifies that the regu(lations 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
perlig,ﬁns unfable to pag f_otr tt;l:ose sfervices (section 1502(b)).

e conference substitute conforms -
tion 1609 (ETY ’ to the House amendment (sec
BTATE PLAN

Scope of the 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 é)ta,te plan and an application
(t;ggl("ef)o)r must be submitted through the State Agency (section

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 (section 1504).
tio’lll‘hfﬁ(c}gx)lference substitute conforms to the Flouse amendment (sec-

Role of the Statewide Health, Coordinating Council

The Senate bill requires that the State plan must be d
the Statewide Health Coordinating Counl?:il as consist:gﬁp?v)i‘;g tgz
State health plan developed under title XTV (section 602(a) (3)).

s
S
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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)).

Findings as to Need . .
The Senate bill requires findings as to need as a condition to receipt

of assistance through allotments (section 603 (b) (9)). e
The House amendment requires findings as to need as a condition

PROJECT APPROVAL

to receipt of assistance under loans and loan guarantees as well as

allotments (section 1504(b) (1) (A)).
The confgrence substitute conforms to the House amendment (sec-

tion 1604 (b)).

Assurances Bespecting 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 b@i
given that adequate financial support will be available for the projects
maintenance and operation (section 603(b) (5)). .

The House amendment contains no corresponding provision.

The conference substitute conforms to the Senate bill (section
1604(b) (1) (E)). | .

+ Special Bequirement for Qutpatient Facility Projects .

The Senate 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 Provisions for Outpatient Facility Projects o

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: i i ) i

(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 15634(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)).

The House amendment is identical except that no assurance is re-
quired 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) (3)).

Formula for Allotmenis

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,

ALLOTMENTS

and the need for medical facilities projects of the respective States
(sections 1510(a) and 1521(a)). ' ,

he conference substitute conforms to the House amendment (sec-
tion 1610(a)). .

Reallotment

The House amendment contains a provision, not included in the
Senate bill, which authorizes the Secretary to reallot unobligated allot-
ments at the end of the second fiscal year after the allotment is made
(sections 1510(c) and 1521(b)).

The conference substitute conforms to the House amendment (sec-
tion 1610(c) ). -

LOANS AND LOAN GUARANTEES
Interest Rates

The Senate bill provides that the interest rate on a loan shall be the
current prevailing rate of interest minus the lesser of (1) one-half of-
such rate, or (2) 414 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
1599 (b) (2) (D) ).

he conference substitute contains a compromise applying the Sen-
ate provision in poverty areas and the House provision in otier areas.

Interest Subsidies

The Senate bill provides that the Secretary is to pay on behalf of
the holder of a guaranteed loan an interest subsidy which will reduce
the interest rate payable on the loan to the lesser of (1) one-half the
current prevailing rate of interest, or (2) 414 percent (section
614(b) (2)). |

he House amendment provides that the Secretary shall pay on
behalf of the holder of the guaranteed loan an interest subsidy which
shall reduce by 3 percent the effective rate of interest payable on such
loan (section 1520(b) (2)).

The conference substitute contains a compromise applying the Sen-
ate provision in poverty areas and the House provision in other areas.

Ceiling on Loans and Loan Guarantees

The Senate bill provides that a loan or a loan guarantee may not
exceed 90 percent of the costs of a project unless the project is in an
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urban or rural poverty area, in which case the loan or loan guarantee
may cover 100 percent of such costs (section 611(b)). )

The House amendment is the same except that no increase 1s 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 included in the House
amendments, which directs the Secretary to establish a permanent
office in HEW to review compliance with the requirements applicable
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 Others . ,

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
agplicable 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 applicable
State health plan, or

(2) The g;cretary determines there is good cause for such
wailver. Any such waiver may only apply to up to 90 percent of
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the cost of a project and only with respect to actions occurring
either within one year before the date of enactment or after the
date of enactment (section 623(b)). :

The conference substitute conforms to the Senate bill.

RECORDS, AUDITS AND FINANCIAL STATEMENTS

The Senate bill provides that entities which receive assistance are
to keep records respecting such assistance and that the Secretary and
the Comptroller General are authorized 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 conforms to the Senate bill.

TECHNICAL ASSISTANCE

The Senate bill contains a provisien, not included in the House
amendment, which directs the Secretary to provide techmical and
other nonfinancial assistance to entities to assist them in developing
applications for assistance. The Secretary is also required to inform
) i%ible entities of the availability of assistance (section 626).

'he conference substitute conforms to the Senate bill. =

FEDERAL HOSPITAL COUNCIL

The House amendment contains a provision, not included in the
Senate bill, which continues the existing Federal Hospital Council.
The provision specifies that the Council is to approve the Secretary’s
general regulations 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.

DEFINTTIONS
Construction 4

The Senate bill defines the term “construction” so as to include the
cost 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, except with respect to public
health centers, the cost of the acquisition of land (section 1534(9)).

The conference substitute conforms to the House amendment.

Cost ,

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 (section 627(6)). e

o
3
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The House amendment contains no comparable exclusion (section
1534(10)). .

The conference substitute conforms to the House amendment with
respect to new construction and the Senate bill 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

arantee, the term of repayment of the loan made or guaranteed
%:ection 627(9)). A

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 (section 1534(12)).

s

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 than the lesser of
(1) two-thirds or (2) the State allotment percentage (if the percent-
age is less than 50 percent, the percentage shall be deemed to be 50
percent). The Senate bill also provides that in the case of a project in
a rural or urban poverty area the Federal share may be 100 percent
(section 627(11)). S

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.

AUTHORIZATIONS OF APPROPRIATIONS

The Senate bill authorizes for allotments and project grants for fis-
cal year 1975, $125 million; fiscal year 1976, $125 million; and fiscal
year 1977, $125 million. The Senate bill further provides that one-half
of the sums 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 su%sidies 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; and fiscal year 1977,
$175 million. The House amendment also authorizes $40 million in
the aggregate for fiscal years 1975, 1976, and 1977 for capitalization of
the loan and loan guarantees fund (sections 1513, 1522(e) (2)).

The conference substitute authorizes for allotments and project
grants for fiscal year 1975, $125 million, fiscal year 1976, $130 million,
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).
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TRANBITIONAL PROVISIONS

The House amendment contains a provision, not included in the
Senate bill, which provides that any State which in fiscal 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
*E?Cees(i( é) 1))er centum of such funds or $100,000 whichever is less (sec-

ion .

.The conference substitute conforms to the House amendment. The
bill, as amended, includes authorizations for appropriations under
existing 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 appropriations 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. a '

ADVISORY COMMITTEES

- The House amendment contains a provision, not included in the
Senate bill, concerning advisory committees. Under the House amend-
ment 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 HEV% 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 tw;) 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 (Af grants to States or designated profes-
sional organizations to plan, 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 %ouse amendment except
that conferees noted their intention to examine the subject in hearings
during the next year.
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FINDINGS AND PURPOSE

Skc. 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 S{lst;em has contributed to inflationary increases in the
cost of health care and failed to produce an adequate supply or

-distribution of health resources, and consequently 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—

(A) lack of uniformly effective 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, and for the substitution of ambula-
tory and intermediate care for inpatient hospital care. '

IZ'S) 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 results; and, 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
subsectioni (a) and the urgency 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 HEALTH PLANNING FROGRAMS UNDER THE
PUBLIC HEALTH SERVICE ACT ,
Skc. 3. The Public Health Service Act is amended by adding at
the end the following new title: '

“TITLE XV—NATIONAL HEALTH PLANNING AND
DEVELOPMENT

“Parr A—Narionar, GuiperLinegs ror Hpavrn Pranwyixeg

“NATIONAL GUIDELINES FOR HEALTH PLANNING

“Skc. 1501, (a) The Secretary shall, within eighteen months 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
this 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, 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

. “Sgc. 1502. 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 Pla;rming 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 mtegrated
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 clinicians.

“{(5) The development of multi-institutional arrangements for
the sharing of support services necessary to all health service
institutions. :

“(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 XTI of the Social Security Act.

“(7) The development by health service institutions 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-
ing health and the provision of preventive health care services.

‘(9) The adoption of uniform cost 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 concerning proper personal (including preventive)
health care and methods for effective use of available health
services.

“NATIONAL COUNCIL ON HEALTH PLANNING AND DEVELOPMENT

“Skc. 1503. (a) There is established in the 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 recommendations 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 medical
technology for the organization, delivery, and equitable distribution
of health care services. :

“(b) (1) The Council shall be composed of fifteen members. 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 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 be persons who, as a result of their training, experience, or
attainments, are exceptionally well qualified to assist in carrying eut
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 employees of the Federal Govern-
ment, not less than three shall be members of governing bodies of




' 8.20945

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
representation 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 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 chairman
of the Council shall be the lesser of three years or the period remaining
in his term of office 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 are full-time officers or employees
of the United States shall receive no additional pay on account of
their service on the Council. o

“(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 funec-
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—HEeALTH SYSTEMS AGENCIES

. “HEALTH SERVICE AREAS

“Sro. 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 populstion
of not less than five hundred thousand or more than three million;
except that— ‘

“(El)\.) 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

po‘?ulation of more than three million, and
(B) the Egpulation 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

“(1i) 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

‘?"5-;?0
‘%‘ .
area shall be appropriately coordinated with the boundaries of [
areas designated under section 1152 of the Social Security Act for|Z
Professional Standards Review Organizations, existing regional\~

‘planning areas, and State planning and administrative areas.
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 aceount.
. 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 ares 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 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
tshe establishment of health service areas throughout the United

tates, »

“(B) A statement of the criteria prescribed by subsection (a)
for health service areas and the procedures prescribed by this sub-

Ypyats

/

o

- 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
health service areas located both in his State and in adjoining
States, and (ii) submit (in such form and 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 the time such notice is given under this paragraph to each
Governor, 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 executive officer or agency of the political subdivisions within
the State, the State agency which administers or supervises
the administration of the State’s health planning functions under a
State plan approved under section 814(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),
an;i elsjgh regional medical program established in the State under the
title 1X. - ‘ ‘

“(3)(A) Within two hundred and ten days after 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 areas submitted by the Governors shall,
except as otherwise provided in subparagraph (B), constitute upon
their publication in the Federal Register the boundaries for such
health service areas. '

“(B) (1) If the Secretary 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 necessary, in the boundaries for adjoining health service
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 con-
stitute 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 service area whose boundary is
revised under this clause of the boundary revision and the reasons for
such revision. '
~“(31) TIn the case of areas 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 service
area boundaries which include such areas. The Secretary shall
notify the Governor of each State in which-is located a health service
area the boundaPy for which is established under this clause
of the boundaries established. In carrying out the requirement of this
clause, 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. o

“(4) The Secretary shall review on a continuing basis and at the
request of any Governor or designated 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 Secretary acts on his
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own initiative to revise the boundaries of any health service area, he
shall consult with the Governor of the appropriate State or States,
the entities referred to in paragraph (23, ge a%pmpriate 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 consulta-
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, ,. . ¥04,
metrg litan area, or other local area plan referred to in section/q
314(b), and ' . =

“ &?Owhich ‘otherwise meets the requirements of subsection (a) i
‘shall be designated by the Secretary as a health service area unless\’»
the Governor of any State in which such area islocated, upon a finding

that another area is a more appropriate region for the egective plan-
ning and development of health resources, waives such requirement.

“HRALTH SYSTEMS AGENOCIES

“Sgc. 1512. (a) Derintrion.~—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
standards and criteria for the requirements of subsection (b) and sec-
tion 1513. :

“(b) (1) Lecar Strucrture.—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, an%; other private or public corporation or other
legal entity, and which only engages in health planning and devel-
opment functions; '

“(B) a public regional planning body if (i? it has a governin,
board composed of a majority of elected officials of units of genera
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) asingle unit of general local government if the area of the
jurisdiction of that unit 1s identical to the health service area.

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

“(2) SraFr.— \ :

-“(A) Exeerrise.—A health systems agency shall have a staff
which provides the agency with expertise mn at least the following:
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- (1) Administration, (ii) the gathering and analgsis of data, (ii1)
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 anNp 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 five, the
minimum size of the professional staff shall be the lesser of (1)
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 shﬁfnot be ]}(;ss than the rate of pay prevailing in
the health service area for similar positions in ether public or
private health service entities. If necessary for the performance of
its funetions, a health systems agency may emfloy 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 standards established b
regulation by the Secretary.
“(3) Goverving Bopy.— ’
“(A) Iw geEneErar.—A health systems a%‘enciy 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 a,ccorgance with sub-
gam raph (C), which shall have the responsibilities prescribed
y 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 subparagraph (C), of not less than 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-
graph (C), of not more than twenty-five members of the govern-
Ing 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) RespoxnsiBiLiTiES.—The governing body—

“(i) shall be responsible for the internal affairs of the
health systems agency, including matters relating to the staff
of the agency, the agency’s budget, and procedures and cri-
teria (developed and publishefe pursuant to section 1532)
applicable to its functions under subsections (e), (f), and

g) of section 1513; -
‘(i) shall be responsible for the establishment of the

S

health systems plan and annual implementation plan required °

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), (£), (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
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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 media 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,
IT) give adequate notice to the public of such meetings, and
IIT) 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 2 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- 73
ance. A quorum for a governing body and executive committee / N %
<3

shall be not less than one-half of its members. o
“(C) ComrosrrioNn.—The membership of the governing body| = =
and the executive committee (if any) of an agency shall meet\%, z/
the following requirements: ' O =

“(i) g 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. :
“(i1) 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) physicians (particularl
practicing physicians), dentists, nurses, and other healt.

~ 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
(2s 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,

%(IT) 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 loéated 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 1810), 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 thissubparagraph.

“ S&} Inprvipusr Laasinrry.—No individual who, as a member or -
employee of a health systems agency, shall, by reason of his perform-
ance of any duty, function, or activity required of, or authorized to
be undertaken by, the agency under this title, be liable for the pay-
ment of damages under any law of the United States or any State
(or political subdivision thereof) if he has acted within the scope of
such duty, function, or activity, has exercised due care, and has acted,
with respect to that performance, without malice toward any person
affected by it.

“(5) Privare ConTriBUTIONS.—No health systems agency may

-accept an{r funds or contributions of services or facilities from any
individual or private entity which has a financial, fiduciary, or other
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, an entity shall
not be considered to have such an interest solely on the basis of 1ts pro-
viding (directly or indirectly) health care for its employees.

“(6) Ormer Requirements.—Each health system agency shall—

“(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 reggcire,‘ and keep such records and afford such access thereto
as the Secretary may find necessary to verify such reports;

“(B) provide for such fiscal control and fund accounting -
procedures as the Secretary may require to assure proper disburse-
ment of, and accounting for, amounts received from the Secre-
tary under this title and section 1640; and , '

C)_ permit the Secretary and the Comptroller General of the
United States, 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 reeeived from
the Secretary under this title and section 1640, :

“(¢) Sumarea Councis.—A health systems agency may establish
subarea advisory councils representing parts of the agencies’ health
service area toadvise 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).

“PONCTIONS 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 (including overcomin% §eo-
graphic, architectural, and transportation barriers), acceptability,
continuity, and quality of the health services provided them,
“(3) restraining increases in the cost of providing them health
services, and : '
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“(4) preventing unnecessary duplication of health resources,
each health systems agency shall have as its primary responsibility the
the provision of effective health planning for its health serviee area
and the promotion of the development within the area of health
services, manpower, and facilities which meet identified needs, reduce
documented 1nefficiencies, and implement the health plans of the
agency. To meet its primary responsibility, a health systems agenc
shall carry out the functions described in subsections (b) throug
{g) of this section.

_ “(b) In providing health planning and resources 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 determinants) of the health of
the residents of its health service 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

resources, including health services, manpower, and facilities,

-

“(E) the patterns of utilization of the area’s health” - T

resources, and i
“(F) the environmental and occupational exposure factors:
affecting immediate and long-term health conditions. \
In carrying out this paragraph, the agency shall to the maximum\,
extent practicable use existing 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) 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 cost, for all residents of the area; (B) which
are responstve to the unique needs and resources of the area; and
(C) which take into account and is consistent with the national
guidelines for health planning policy issued by the Seeretary
under section 1501 respecting supply, distribution, and organiza-
tion of health resources and services. Before establishing an HSP,
a health systems agency shall 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 place at which interested per-
sons may consult the HSP in advance 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 ‘ATP") which describes objectives which

g o
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will achieve the goals of the HSP and priorities among the

objectives. In establishing the AIP, the agency shall ﬁive priority
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 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 AIP.
“(e) A health systems agency shall implement its HSP and AIP,
and in implementing the plans it shall perform at least the following

functions: ' o
“(1) The agency shall seek, to the extent practicable, to imple-
"ment its HSP and ATP 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 AIP, 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 HSP, 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 AIP, make grants to public and nonprofit private
entities and enter into contracts with individuals and publie and
nonprofit private entities to assist them in planning and develop-

ing projects and programs which the agency determines are neces-

sary for the achievement of the health systems described in the
HSP. Such grants and contracts shall be made from the Area
Health Services Development Fund of the agency established
with funds provided under grants made under section 1640. No
grants or contract under this subsection 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), 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 receives 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) and (2) 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, i
in the health system agency’s health service area. The agency shall,

as appropriate, secure data from them for use in the agency’s pla.nnu:‘%
and development activities, enter into agreements with them whi

will assure that actions taken by such entities which alter the area’s:

S
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health system will be taken in a manner which is consistent with the
HSP and the AIP 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 Aect, 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 under an Aect
referred to in clause (1)) 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 serve—-
“(i) a federally-recognized Indian reservation,

“(i1) 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 pam(%raph (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 decision,
the Secretary shall give 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 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 pam§raphs (4) and (5) of section
1523(a) each health systems agency shall review and make recommen-



§, 299415

dations to the appropriate State health planning and development

agency respecting the need for new institutional health services pro-
osed to be offered or developed in the health service area of such
ealth systems agency.

“(g) (1) Except as provided in ﬁzmgmph (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 each
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 State health planning and development agency designated for each
State in which the health systems agency’s health service area is
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 AIP of the health systems
agency, and (2) priorities among such projects.

“ASSISTANCE TO ENTITIES DESIRING TO BE DESIGNATED AS HEALTH
" SYSTEMS AGENCIES

“Src. 1514, The Secretary may provide all necessary technical and
other nonfinancial assistance (including the preparation of prototype
plans of organization and operation) to nonprofit private entities
(including entities presently receiving financial assistance under sec- -
tion 314(b) or title IX or as experimental health service delivery sys-
tems under section 304) which— ,

() df‘sxpress a desire to be designated as health systems agen-
cies, an : o
“ zﬁ) 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.
y “DESIGNATION OF HEALTH SYSTEMS AGENCIES

“Sec. 1515. (a) At the earliest practicable date after the establish-
ment under section 1511 of health service areas (but 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
1518 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
increased 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 contains 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 a,gplicant and approved by the Secretary;and

“(C) the Secretary has consulted with the Governor of each

State 1n which such health service area is located and with such
other State and local officials as he may deem appropriate, with

- respect 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 regional medical program estab-
lished in such area under title IX.

“(¢) (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
application under paragraph (2) (and, in the case of an entity con-
ditionally designated, on the basis of its performance during a period
of conditional designation under subsection (b) as a healt%x systems
agency for a health service area), 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)r%y 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 Syecretary may not enter into an agreement with any entity
under paragraph (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 1n which the area is located has been consulted
respecting such designation of such entity. 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 preseribed by section 1513. In consider-
g such apfglica;tions, the Secretary shall give priority to an applica-
tion which has been recommended for approval by A{) 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 application
was submitted, and (B) each regional medical program established
in such area under title IX. ' V -

“(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 area. '

o
“PLANNING GRANTS : f/é“c’ ' -
fo:rd

(/
o
“Sro. 1516. (a) The Secretary shall make in each fiscal year a grant™>} N4
to each health sy)stems ; ncyrs’;ith which there is in effect a designa- \_‘4/
tion agreement under sﬂtﬁection (b) or g‘c) of section 1515. A grant
under this subsection shall be made on such conditions as 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 oaggt?he 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 of its functions; but it
shall not use funds under such a grant to make payments under a
grant or contract with another entity for the development or delivery
of health services or resources. -~ ,
“(b) (1) The amount of any grant under subsection %te) 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(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 receive 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 obligate in the period in which such 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— oo
“(i) the amount determined under paragraph (1), and
“(i1) 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. ’

g
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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 any
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 June 30, 1976, and $125,000,000 for the fiscal -

year ending June 30, 1977. °

“(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 appropriated under paragraph (1)
for 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 amount determined for that agency for that fiscal year
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

£
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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.

“Parr C—Stare Hearte PrannNiNg ANp DEVELOPMENT

“DESIGNATION OF STATE HEALTH PLANNING AND DEVELOPMENT
AGENCIES

“Src. 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

lanning and development agency for each State other than a State
or 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 a%gm' ister the State administrative program of the State and
to carry out the health planning and development functions pre-
scribed by section 1523, and
“(C) in the case of an agreement entered into under paragraph
(3), there has been established for the State a Statewide 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 Frogram 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 agreesment that
the Governor submit on behalf of the agency to be designated a plan
for the apency’s orderly assumption and implementation of such
TB) The period of h (A

he period of an agreement described in subparagra
may not exceed twenty-four months. During such pemo% tﬁgrSeI::ret(:argf T
may require that the designated State Agency perform only/<
such of the functions of a State Agency prescribed by section 1523 <
as he determines it is capable of performing. The number and type\*,
of such functions shall, during such period, be progressively increased \@
as the designated State Agency becomes capable of added responsi-
bility, so that by the end of such period the designated State
Agenc may be considered for designation under paragraph (3).

¢ 03, Any agreement with a Governor of a State entered into under
subparagraph (A) may be terminated by the Governor upon ninety
days’ notice to the Secretary or by the Secretary upen ninety days’
notice to the Governor.

“(3) If, on the basis of an application for designation as a State.
Agency (and, in the case of an agency conditionally designated under
paragraph (2), on the basis of its performance under an agreement
with a Governor of a State entered into under such %)aragraph), the
Secretary determines that the agency is capable of 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 a:gglication therefor is submitted
to, and apfproved by, the Secretary. such agreement shall be for
& term of not to exceed twelve months, except that, dprior to the
expiration of such term, such agreement may be terminated—

“(A) by the Governor at such time and upon such notice

to the Secretary as he may by regulation preseribe, or :
“(B) by the Secreta.lg', 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 ment under this paragraph shall contain such provisions as
the Secretary may require to assure that the requirements of this
part respecting State A gencies are complied with. :

“(4) An agreement entered into under paragraph (8) 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
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 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 the National Health Policy, Planning,
and Resources Development Act of 1974 is enacted, an agreement under
this section for the designation of a State Agency 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

this section referred to as the ‘State Program’) is a program for the Ro )
performance within the State by its State Agency of the functions pre- %
scribed by section 1523. The Secretary may not approve a State Pro-{Z =
gram f?l(‘ a)State uniless it— ] ' \‘f’f, 1
“(1) meets the requirements of subsection (b) ; & 4
“(2) has been sﬁ%mitted to the Secretar (bgr the Governor of \\Q__/
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— v
“(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 %inctions 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 administration of the State
Program;
“(2) contain or be supported by satisfactory evidence that
the State Agency has under State law the authority to carr,
out such functions and the State Program in accorgance wit;
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 size and meet such qualifications as the Secretary may
prescribe;

“Sec. 1522. (a) A State administrative prograin (hereinafter in /t 0
q,\'
Q
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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 section 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 maintained in conformity with this paragraph;

“(5) require the State Agency to perform its functions in
accordance with procedures and criteria established and published
by it, which procedures and criteria shall conform to the require-
menits of section 1532;

“(6) requirethe State Agency to (A) conduct its business meet-
ings in publie; (B) give adequate notice to the public of such meet-
ings, and (C) make its records and data available, upon request,
to the public;

“(TY(A) provide for the coordination (in accordance with
regula}tions of the Secretary) with the cooperative system pro-
vided for under section 306 (e) of the activities of the State Agency,
for the collection, retrieval, analysis, reporting, and publicatio
of statistical and other information related to health and health
care, and (B) require providers of health care doing business in
the State to make statistical and other reports of such informa-
tion to the State Agency;

“(8) provide, in accordance with methods and procedures pre-
scribed 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 often 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 accounting procedures as the Secretary may
require to assure proper disbursement of, and accounting for,
amounts received from the Secretary under this title;

“(12) germit the Secretary and the Comptroller General of the
United States, or their representatives, to have access for the
purpose of audit and examination to any books, documents,
papers, and records of the State ncy 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 function under paragraph (3), (4), (5),0r
(6) of section 1523(a) or under title X VI which is inconsistent
with & recommendation made under subsection (f), (,ré), or (h)
of section 1513 by a health systems agency within the State—

“(A) such decision (zmd 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, %y 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.

“ ée& The Secretary shall approve any State Program and any

" modification thereof which compﬁes with subsections (a) and (b). The

Secretary shall review for compliance with the requirements 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 DEVELOPMENT FUNCTIONS

“Spo. 1523. (a) Each State Agency of a State desi%lated 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 Conncil of the State for
approval or disapproval and for use in developing the State health
plan referred to in section 1524 (c). :

“(8) Assist the Statewide Health Coordinating Council of the
State in the review of the State medical facilities plan required
under Iﬁection 1603, and in the performance of its functions

nerally. '

“(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 proposed to be offered or devel-
oped within the State and which is 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 Fmparation 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(f) respecting new
institutional health services pro to be offered within the
State, make findings as to the need 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 services, make public 1ts findings.

“(b)(1) Any function described in subsection (a) may be 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) The requirement of paragraph (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. :

“(8) A State Agency shall complete its findings with respect to the
. appropriateness of any existing institutional health service 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 su{;section (a) which
is not consistent with the goals of the applicable HSP or the priorities
of the applicable ATP, the State Agency shall submit to the appropri-
ate health systems agency a detailed statement of the reasons for
the inconsistency. ‘ N )

“STATEWIDE HEALTH COORDINATING COUNCIL

“Skc. 1524. (a) A State health planning and development agency
designated under section 1521 shall be advised by a Statewide Health
Coordinating Council (hereinafter in this section referred to as the
‘SHCC?) which (1) is organized in the manner described by subsec-
tion (b), and (2) performs the functions listed in subsection (c).

“b)(1) A SHOB of a State shall be composed in the following
manner :

“(A) (i) A SHCC 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 SHCC.

“(ii1l) Fach such health systems agency shall be entitled to at
least two representatives on the SHCC. Of the representatives of
a health systems agency, not less than one-half shall be individuals
who are consumers of health care and who are not providers of
health care.

“(B) In addition to the appointments made under subpara-

raph (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 SHCC as he deems appropriate ; except that (1) the number
of persons appointed to the IéHGC under this subpara,%‘mph may
not exceed 40 per centum of the total membership of the SHCC,
and (ii) a majority of the persons appointed bly 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 SHCC shall be 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.
“(¢) A SHCC shall perform the following functions: :
~ “(1) Review annually and coordinate the HSP and AIP 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 ATP.

“(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
more effectively with statewide health needs. Each health systems
agency which participates in the SHCC shall make available to
the SHCC its HSP for each year for integration into the Statei«
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 [ilarticipate 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 1528(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 applications submitted by such health systems
agencies for grants under sections 1516 and 1640 and report to the -
Secretary its comments on such applications.

“(5) Advise the State Agency of the State generally on the
performance of its functions.

“{8) 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
Alcchol Abuse and Aleoholism 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 sixty 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
available 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

“Src. 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
A gency 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 operation costs (as
determined under regulations of the Secretary) during the period for
which the grant is available for obligation.

“(b) Grants under subsection ( a%ashall 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

nt 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 Freceding 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).

“(¢) For the purpose of making payments under grants under
subsection (a), there are authorized to be appropriateg%%,{)(}(),ooo
for the fiscal year ending June 30, 1975, $30,000,000 for the fiscal year
ending June 30, 1976, and $35,000,000 for the fiscal year ending
- June 30, 1977. ;

“GRANTS FOR RATE REGULATION

“Sgc. 1526. (a) For the purpose of demonstrating the effectiveness
of State Agencies regulating rates for the provision of health care,
the Secretary may make to a State Agency designated, under an agree-
ment entered into under section 1521 %bgf), for a State which (in
accordance 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)(1) A State Agency which receives a grant under subsection

a) shall— :

) “(A) provide the Secretary satisfactory evidence that the State
Agency has under State law the authority to carry out rate regula-
tion functions in accordance with this section and provide the
%ecreta,ry a current budget for the performance of such functions

it; '

y“(]Z’;) set forth in such detail as the Secretary may preseribe
the qualifications for personnel having responsibility in the per-
formance of such functions, and shall have a professional staff
for rate regulation, which staff 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; v

“(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 (2) ;

“(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

“((z) 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
(2),including whether the State Agency shouldgi

“(A) permit those engaged in the delivery of health services

to retain savings accruing to them from effective management and /'<-

cost control, -

o
“(B) create incentives at each point in the delivery of health{<
services for utilization of the most economical modes of gervices \"

feasible,

“(C) document the need for and cost implications of each new
service for which a determination of reimbursement rates is
sought, and : o

“(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
“(i1) a base for determining rates of change in the reim-
bursement rates,
which unit and base are satisfactory to the Secretary.

“(¢) 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
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 as he shall

rescribe) on the effectiveness of the rate regulation program assisted
gy such grant. The Secretary shall report annually to the Congress on
the effectiveness of the programs assisted by the grants authorized by
subsection (a). : N

“(e) There are authorized to be appropriated to make payments
under grants under subsection (a), $4,000,000 for the fiscal year 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.

“Parr D—GENERAL ProvisioNs

“DEFINTTIONS

“Sgkc. 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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“(8) The term ‘provider of health care’ means 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 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 required by State law, the individual
has received professional training in the provision of such care or
in such administration and is licensed or certified for such pro-

vision or administration ; or '
“(B) who is an indirect provider of health care in that the

individual-— :
¥(1) holds a fiduciary position with, or has a fiduciary
illlt;erest2 n;, any entity described 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.

“(II) Entities engaged in the provision of health care /&

or in such research or instruction.

“(II1) Producing or supglying drugs or other articles \%

for individuals or entities for use in the provision of or
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 bénefits. : ,

“ g&) 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 are defined in
regulations prescribed under section 1122 of the Social Security Act)
and includes the entities through which such services are provided.

“PROCEDURES AND CRITERIA FOR REVIEWS OF PROPOSED HEALTH
SYSTEM CHANGES ‘

“Sec. 1532. (a) In conducting reviews pursuant to subsections (e),
(), 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) follow procedures,
and apply criteria, developed and published by the agency in accord-
ance with 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 va?’ according to the
purpose for which a particular review is being conducted or the type
of health services being reviewed. o

“(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.

“(8) 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 A%ency) made under this Act or other

rovisions of law for Federal financial assistance for health serv-
1ces to the health systems agency or State Agency at such time and
in such manner as it may require. :

“(5) Submission of periodic reports by providers of health
services and other persons subject to agency or State Agency
review respecting the development of proposals subject to review.

“(68) Provision for written findings which state the basis for any
gnal decision or recommendation made by the agency or State

gency.

“(7) Notification of providers of health services and other per-
sons subject to agency or State Afgency review of the status of the
agency or State ncy review of the health services or proposals
subject to review, findings made in the course of such review, and
other appropriate information respecting such review.

“(8) Provision for public hearings in the course of agency or
State Agency review if requested by persons directly a,ﬂ’ecteg 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 the 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 State 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 inform the

. agency and State ncy of the scope and nature of the projects
at the earliest possible opportunity in the course of planning of
such construction é)rojects. ‘

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

“(1) The relationship of the health services being reviewed to
the applicable HSP and AIP.

“(2? The relationship of services reviewed to the long-range
development plan (if any) of the person providing or proposing
such services. :



S. 209429

“(8) The need that the population served or to be served by
such services has for such services.

“(4) The availability of alternatives, less. costly, or more
effective methods of providing such services.

“(5) The relationship of services reviewed to the existin
health care system of the area in which such services are provide
or proposed to be provided. ‘

“(8) In the case of health services pro to be provided, the
availability of resources (including health 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 eircumstances of those entities which
provide a substantial portion of their services or resources, or both,
to individuals not residing in the health service areas in which the
entities are located or in adjacent health service areas. 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
ggffmzations for which assistance may be provided under title
I. . .
“(9) Inthe caseof a construction project—
. ‘(‘i(A) the costs and methods of the proposed construction,
an
“(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

“Sro. 1533, (a) The Secretary shall provide (directly or through
ants or contracts, or both) to designated health systems agencies and
grt&ta Agencies (1) assistance in developing their health plans and
approaches to planning various types of health services, (2) technical
materials, including methodologies, policies, and standards appro-
priate for use in health planning, and (3) other technical assistance
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as may be necessary in order that such agencies may properly perform

their functions.
“(b) The Secretary shall include in the materials provided under
subsection (a) the following - o
“(1)( L 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. .

“{C) Specification of the minimum data needed to describe the

use of health resources and services within a health service area. -

“(2) Planning approaches, methodologies, policies, and stand-
ards which shall be consistent with theogluideﬁnes established by
the Secretary under section 1501 for appropriate planning and
deyelopment of health resources, and which shall cover the
priorities listed in section 1502. - '

“(8) Guidelines for the organization and operation of health
systems agencies 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; ‘ :

e
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“(B) the conduct of the planning and development

TOCesses ;
“(C) the performance of health systems agency functions
in accordance with section 1513 ; and ,
“(D) the performance of State Agency functions in
accordance with section 1523.

“(c) In order to facilitate the exchange of information concerning
health services, health resources, and health planning and resources
development practice and methodology, the Secretary shall establish
a national health planning information center to support. the health
planning and resources development programs of health systems

agencies, State Agencies, and other entities concerned with health

planning and resources development; to provide access to current
information on health planning and resources development; and to
" provide information for use in the analysis of issues and problems
related to health planning 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 and the aggregate volume of serviees provided by health
services institutions as defined by the Secretary in regulations.
-Such system shall provide for the calculation of the aggregate
volume to be based on : '

“(A) The number of patient days;
“(B) The number of patient admissions;
“(C) The number of out-patient visits; and
“ED% 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 centers
and, where alppmpria,te, 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 types 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 that 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
jpatients in any other category.

“(C) Provide for an appropriate 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.

“(5y A uniform system for the reporting by health services
institutions of—

“(A) the aggregate cost of operation and the aggregate
volume of services, as calculated in accordance with the sys- . *
tem established by the Secretary under paragraph (1); Q

“(B) the costs and volume of services at various cost|=
centers, and subcost centers, as calculated in accordance withi e
%he; systgm established 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 (incﬁlding hospitals,
nursing homes, and other types of health services institutions)
and different sizes of such institutions.

“CENTERS 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 development, and developing health plannin
approaches, methodologies, policies, and standards, the Secretary shaﬁ
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
planning 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 1s 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 follows:

“(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 preseribe.

“(c) Centers 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, Jf'especti*rfgl)‘3 , 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 pursuant to grants and
contracts under subsection (a) there are authorized 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 year
ending June 30, 1977. ‘ ‘

“REVIEW BY THE SECRETARY

prove the annual budget of each designated health systems agency
and State Agency. In making such review and approval or disapproval /<
the Secretary shall consider the comments of Statewide Health:Z
Coordinating Councils submitted under section 1524(c) (3). Informa-\= -
tion submitted to the Secretary by a health systems agency or a State \(©
Agency in connection with the Secretary’s review under this subsection m‘j/
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 eac
designated health systems agency and State Agency, and he shall
establish a reporting system based on the performance standards
that allows for continuous review of the structure, operation, and
performance of the functions of such agencies.
“(¢) The Secretary shall review in detail at least every three years
the structure, operation, and performance of the functions of each
designated healtﬁ gystems 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 ATP in achieving
the system described in the HSP ;
“(2) if the structure, operation, and performance of the func-
tio‘lils of the agency meet the requirements of sections 1512(b)
and 1513; ‘
“(8) the extent to which the agency’s governing body (and
executive committee (if any)) represents the residents of the
health service area for which the agency is designated;
k 3\4) the professional credentials and competence of the staff
of the agency;
“(5) the appropriateness of the data assembled.pursuant to
section 1513(b) (1) and the quality of the analyses of 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 ATP; 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

“Sec. 1535. (a{ The Secretary shall review and approve or disap- /?;}',?
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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 Coordinating Council prepared under section 1524(c) (2)
in meeting the needs of the residents 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;

“(8) the extent to which the Statewide 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;

“(5) the extent to which financial assistance provided under
title X VT by the State Agency has been used in an effective man-

ner to achieve the State’s health plan under section 1524(c) (2) ;-

and

“(6) the extent to which it may be demonstrated that—

“(A) the health of the residents of the State has been
improved ;

“(B% the accessibility, acceptability, continuity, and quality
of health 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

“Skc. 1536. (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, '
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and the Virgin Islands, Guam, the Trust Territories in the Pacific

Islands, and American Samoa shall each be considered in accordance
with subsection (b) to be a State for purposes 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—
“glg no health service area shall be established within it,
“(2) no health systems agency shall be designated for it,
“(3) the State Agency designated for it under section 1521
may, in addition to the functions prescribed by section 1523, per-
form the functions preseribed by section 1513 and shall be eligible
to receive grants authorized by sections 1516 and 1640, and
“ S&?x the chief executive office shall appoint the Statewide
Healt
ance with the regulation of the Secretary.”

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

Szc. 4. The Public Health Service Acﬁ as amended by section 3,
is amended by adding after title X'V the following new title:

Coordinating Couneil prescribed by section 1524 in accord- -
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“TITLE XVI—HEALTH RESOURCES DEVELOPMENT

“ParT A—PuUrPOSE, STATE PLAN, AND ProsECT ' APPROVAL
“PURPOSE

“Src. 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;

“(8) 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 accreditation standards.

“GENERAL REGULATIONS

“Skc. 1602. The Secretary shall by regulation— '
“(1) prescribe the general manner in which the State Agency
of each IS)tate shall determine for the State medical facilities plan
under section 1603 the priority among projects within the State
for which assistance is avail-a%le 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;

P

“(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
1508 to provide for adequate medical facilities for all persons
residing in the State and adequate facilities to furnish needed
health services for persons un:%]e to pay therefor; and
“(6) prescribe the general manner in which each entity which
recelves 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 1601 may be approved, the State A%ency of the State in which
such project is located must have submitted to the Secretary and had

approved by him a State medical facilities plan. To be approved
by the Secretary a State medical facilities plan for a State must—;

“(1) prescribe that the State Agency of the State shall admin-
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 (¢) (2) ;

“(4) set forth, in accordance with criteria established in regu-
lations prescribed under section 1602(332 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
the State, '

“(B) the number and type of outpatient and other medical
facilities needed to provide adequate public health services
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 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 regulations 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 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 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 join 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

roject ; ' '
P “](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,
1981 (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. 276¢) ;

“(I) in the cast of a project for the construction or moderniza-
tion of an outpatient facility, 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-
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retary, in determining the reasonableness of the volume of services
provided, shall take into consideration the extent to which com-
pliance is feasible from a financial viewpoint.

“(2) (A) The Secretary 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 subparagraph (D) of paragraph (1)
respecting title to a project 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 outpatient medical facility
which will provide general purpose health services, which is not
part of a hospital, and which will serve a medically underserved
population as defined in section 1633 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
subs&;ctign (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
pay the Federal share of the project; 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

Nt
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approved State medical facilities plan, and (iv) contains
tﬁ? 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 hearing. ,

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

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

“Parr B—ALLOTMENTS

S ALLOTMENTS .

“Sgc. 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- ]
lation of the States shall be determined on the basis of the latest /%
figures certified by the Secretary of Commerce. ,

¥{b) (1) The allotment to any State (other than Guam, American \=
Samoa, the Virgin Islands, or the Trust Territory of the Pacific 2, 3
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 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 Secreta
determines will remain unobligated at the close of the second of su
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 therefor, 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.

Al g

“PAYMENTS FROM ALLOTMENTS

“Spo. 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 aceordance with
approved plans and specifications, work has been performed upon
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the project or purchases have been made for it and that payment from
the applicable allotment of the State in which the project is located is
due fgr 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 Secretary pursuant 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 project.

“(2) If the &m‘etary, after investigation 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 notice and
opportunity for hearing pursuant to such section, be withheld, in
whole or in part, pending corrective action or action based on such

- hearing. -
Inno evenég 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.

" %(e) In case an amendment to an approved application 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 g}r 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 that fiscal year may be obli-
§ated for projects in the State for construction of new facilities

or the provision of inpatient health care to persons residing in
areas of the State which have experienced recent rapid population
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 populg,tions. -

In the administration of this part, the Secretary shall seek to assure
that in each fiscal year at least one half of the amount obligated for
projects pursuant to paragraph (2) shall be obligated for projects
which will serve rural medically underserved populations.

“WITHHOLDING OF PAYMENTS AND OTHER OOMPLIANCE ACTIONS

“Szc. 1612. ( a% ‘Whenever the Secretary, after reasonable notice and
. opportunity for hearing to the State Agency concerned finds— :
“(1) that the State Agency is not complying substantially with
the provisions required by section 1603 to gg;%cluded in its State
medical facilities plan,
“(2) that any assurance required to be given in an application
filed under section 1604 is not being or cannot be carried out, or
“(8) that there is a substantial failure to carry out plans and
specifications apﬁroved 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 gecmtaxy requires com-
pliance by other means suthorized by law. :
“(b) él) 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

« g;) withhold from the specific projects with respect to which
the finding was made further payments from the applicable State
allotment under section 1610. ,

“(%1) (P;;yments may be withheld, in whole or in part, under para-

e, 1)—
B (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 fumf;

“(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 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
suéection (b) or take any other action authorized by law (inciudi;ﬁ
an action for specific performance brought by the Attorney Gene
upon request of the Secretary) which will effect compliance by the
- entity with 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 Seeretary and the Secretary has dismissed such complaint
or the Attorney General has 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 APPROPRIATIONS

“Src. 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. '

“Part C—Loans aNp LoaN GUARANTEES
“ AUTHORITY FOR LOANS AND LOAN GUARANTEES

“Sgc. 1620. (a) The Secretary, during the period beginnini.} uly 1,
1974, and ending June 30, 1977, may, in accordance with this part,
make loans from the fund established under section 1622(d) to 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 . ‘
“(i1) the Federal Financing Bank for its loans to nonprofit
private 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 an%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
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 appropriation Acts. )

“(d) The Secretary, with the consent of the Secretary of Housing
and Urban Development, shall obtain from the Department 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 BTATES

“Sgc. 1621. (a) For each fiscal year, the total amount of principal

of— v

“(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 described in section
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 sucﬁ 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 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 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.

“GENERAL PROVISIONS RELATING TO LOAN GUARANTEES AND LOANS

“Sec. 1622. (a) (1) The Secretary may not approve a loan guar-
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 interests 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 obligation outstanding as the
Secretary determines to be reasonable, taking into account the range
of interest 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 under this part the amount 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 of the United States.

“(C) Any loan rantee 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 (i1) as to any person

(or his successor in interest) who makes or contraects to make a loan

to such applicant in reliance thereon unless such person (or his suc- i
cessor in Interest) engaged in fraud or misrepresentation in making {* m

or contracting to make such loan. g ¢

“ %D) Guarantees of loans under this part shall be subject to such/J 2
further terms and conditions as the Secretary determines to be neces-( Jg
sary to assure that the purposes of this title will be achieved. W >/

“(b) (1) The Secretary may not approve a loan under this part \{}\“’j
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 reasonsble
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 per annum, and (E) be
subject to such other terms and conditions (including provisions for
recovery in case of default), as the Secretary determines to be neces-
sary to carry out the purposes of this title while adequately protecting
the financial interests of the United States. '

“(8) The Secretary may, for good cause but with due regard to the
financial interests of the Unitec%o 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. :

“(e) (1) The Secretary shall from time to time, but with due regard
to the financial interests of the United States, sell loans made under
this part either on the private market or to the Federal National
Mortgagl'e Association in accordance with section 302 of the Federal
Natié)nakMongage Association Charter Act or to the Federal Financ-
ing Ban - :

%(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. »

= g
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“(8) (A) The Secretary is authorized to enter into an agreement
with the purchaser of any loan sold under this part under which the
Secretary a .
“I(Yi) to guarantee to such purchaser (and any successor in
interest to such purchaser) gayments of the principal and interest

pa,éyable under such loan, an

‘(ii) to pay as an interest subsidy to such purchaser (and any
successor in interest 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
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) Any agreement under subparagraph (A)—

“(i) may provide that the Secretary shall act as agent of any
such purchaser, for the purpose of collecting from the entity to
which such loan was made and paying over to such purchaser
any payments of principal and interest payable by such entity
under such loan ~

“(ii) may provide for the repurchase by the Secretary of any
such loan on such terms and conditions as may be specified in the

ement; ,

“(ii1) shall provide that, in the event of any default by the "<
entity to which such 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-
pa}i and interest due thereon at the time of such notification;
an ‘

“(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 loan, the Secretary shall
be subrogated to all rights of such purchaser for recovery of such
loss from such entity.

“(4) Amounts received by the Secretary as proceeds from the sale
of loans under this subsection shall be deposited in the fund established
under subsection (d). ‘ V

“(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 available to the Secretary without fiscal year limitation,
in such amounts as may be specified from time to time in appropria-
tion Acts— :

“(A) toenable him to make loans under this part, :

“(B) to enable him to discharge his responsibilities under loan

arantees issued by him under this part, ‘

“(C) for payment of interest under section 1620(b) (2) on loans
guaranteed under this part, v

“(D) for repurchase of loans under subsection (¢) (3) (B), and

“(EY for payment of interest on loans which are sold and

- guaranteed. , C
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 shall also be deposited in the fund amounts received by
the Secretary in connection with loans and loan guarantees under this
part and other property or assets derived by him from his operations
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respecting such loans and loan guarantées, including any money
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 of a 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 _—

::83} to repurchase loans under subsection (¢)(8)(B), and
guaranteed,

he is authorized to issue to the Secretary of the Treasury notes or
other obligations in sueh forms and denominations, bearing such
maturities, and subject to such terms 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 outstanding 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 8 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 ac uirelg 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 fund established
by subsection (d) of this section.

“(2) To provide 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. '

“Parr D-—Prosect GrANTS

“PROFECT GRANTS

“Skc. 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 wit
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 deseribed

gx the preceding sentence for any medical facility owned or operated
y it. \

to make payments of interest on loans which are sold and -
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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 makin%lthe 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 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.

“Parr E-—GENERAL ProvisionNs

— “JUDICIAL REVIEW
“Suc. 1630, ITf—
“(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
adversely affected by, the Secretary’s action under section 1612,
such State or entity, o
may appeal to the United States court of appeals for the cireuit in |.
which such State Agency, State, or entity is located, by filing
a fpei:iti(m with such court within sixty days after such action. A copy
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 therenpon shall file in the court the record
of the proceedings 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 ngretary
or to set it aside, in whole or in part, temporarily or permanently,
but until the filing 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 cause shown, may remand the case to the Secretary
to take further evidence, and the Secretary may thereupon make new
or modified findings 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 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 specifically
ordered by the Court, operate as a stay of the Secretary’s action.

“RECOVERY

“Sec. 1631. (a) If any facility constructed, modernized, or con-
verted with funds provided under this title is, at 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 qualified to file an application under section 1604, or (B)
which is not approved as a transferee by the State Agency of the
State in which such facility is located, 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 from 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 participation bore to the cost of the
construction, modernization, or conversion of such project or projects.
Such right of recovery shall not constitute a lien upon such facility
prior to judgment. S -
“(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 determined 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 (¢); or
“(2) if the Secretary determines, in accordance with regula-
tions, that there is goo?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 the 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. Exeept 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 purposes of this title—

“(1) The term ‘State’ includes the Commonwealth of Puerto Rico,
Guam, American Samoa, the Trust Territory of the Pacific Islands,
the Virgin Islands, and the District of Columbia. v

“{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 the case of a modernization project—
*(1) described-in section 1604(§) (2)(B), and
“(i1) 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 exceetf 100 per centum of the first
$6,000 of the cost of such project and 6624 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 6624 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 per centum, and ‘

“ FC) in thé 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 determined by the Secretary to be an urban or
rural poverty area, in which case the 'E)rinclpal 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
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 eduecation 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. 3

“(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 gaeility means a facility
which is owned and operated by one or more nonprofit corporations
or associations no part of the net earnings of which inures, or ma
lawfully inure, to the benefit of any private shareholder or individual.

“(8) The term ‘outpatient medical facility’ means a medical facility
(located in or apart from a hospital) for the diagnosis or diagnosis
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 professmnaf 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-
sSienal supervision of persons licensed to practice dentistry in the

tate; or :

“ (_é) 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— o
“(A; medical evaluation and services, and
“(B) psychological, social, or vocational evaluation and

servi

under cogg’etent, professional supervision, and in the case of which
the major portion of the required evaluation and 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 general direction of, persons licenseg 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 convaiscent 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 ill 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 and, in any case in which 1t
will help to provide a service not previousiy provided in the com-
munity, equipment of any buildings; including 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 conversion, 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 guil(%;gs (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 gnaranteed under
this title in the case of a project assisted by a loan or loan guarantee.

“(13) The term ‘medical facility’ means a hospital, public health
center, outpatient medical facility, rehabilitation ?acility, 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 )}():I[anning
and development agency of a State designated under title XTIV,

“(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 percentaige of the total population of
the United States with incomes 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’ 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 group
designated by the Secretary as having a shortage of such facilities.
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“PINANCIAL STATEMENTS; RECORDS AND AUDIT

“Src. 1634. (a? In the case of any facility for which an allotment
payment, grant, loan, or loan gnarantee has been made under this title,
the applicant for such payment, grant, loan, or loan guarantee (or, if
a§>propriate, such other person as 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 shall be in such form, and con-
tiin such information, as the Secretary may require to accurately
show—
“(1) the financial operations of the facility, and
“(2) the costs to the facility of providing 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?(l) pEa,ch entity receiving Federal assistance under this title
shall keep such records 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, the 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 authorizéd representatives, shall have
access for the pur 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 assistance referred to in paragraph (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 K :

“(2) the costs to such facility 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.

“TRCHNICAL 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 developin% agplioations to be submitted to the
Secretary under section 1604. The Secretary shall make every effort to
inflorm eligible applicants of the availability of assistance under this
title. *

“Part F—Area Hravrn Sgrvices DeveropmenT FUunps

“DEVELOPMENT GRANTS FOR AREA HEALTH SERVICES DEVELOPMENT
FUNDS | '

“Sec. 1640. (a) The Secretary shall make in each fiscal year a grant
to éach health system agency— '
“(1) with which there is in effect a designation agreement under
section 1515(¢),
“(2) which has in effect an HSP and AIP reviewed by the
Statewide Health Coordinating Council, and
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. “(8) which, as determined under the review made under sec-
tion 1535(c), 1s organized and operated in the manner prescribed
by section 1512(b) and is performing its functions under section
1518 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 determined by the Secretary after
taking into consideration the population of the health service area 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
systems agency for any fiscal year may not exceed the product of
$1 and the population of the health service area for which such .~ ¢4~
agency is designated. ' I
“(c) No grant may be made under subsection (a) unless an appli-,
cation therefor has been submitted to, and approved by, the Secretary.| <
Such an application shall be submitted in such form and manner and \*%,
contain such information as the Secretary may require. & D
¢(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, 1976, and $120,000,000 for the fiscal year ending
June 30, 1977.”

X
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MISCELLANEQUS AND TRANSITIONAL PR'OVISIONS‘

Skc. 5. (a) (1) There are authorized to be appropriated for the fiscal
ear ending June 30, 1975, and the next fiscal year such sums as maﬁ
ge necessary to make grants under section 314(a) of the Public Healt
Service Act, except that no grant made to a State with funds appro-
g;’iateg under this paragraph shall be available for obligation
yond-—
(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) June 30,1976,
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 agericy 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 part A of title VI of the Public Health Service Act may
in such fiscal 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—
(1) to the agency of a State which administers or supervises the
administration 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 section 1515 of such Act
for such health service area ; and e
(3) to a regional medical program assisted under title IX of . F07,
the Public Health Service Act shall if the program is located in /'
a State for which a State health planning and development ageney 5~
has been designated under section 1521 of the Public Health {=
Service Act be considered a reference to such State agency. E
(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
a3 may be specifieally prescribed by an Act of Congress enacted after
the date of the enactment of this Act. A

(b) The Secretary of Health, Education, and Welfare shall report,
within one year after the date of the enactment of this Aet, 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 Alecoholism 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 such
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 1305(b) (1) of the Public Health Service Act is
) (L) Bmeapt os provided h (2), th te
, xcept as provided 1n paragrap) sthe aggregate amount
of principal of ﬁ)ans made or guaranteed, or both, unggg 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.”

Speaker of the House of Representatives.

. Vice President of the United States and
, Pregident of the Senate.








