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To aumend the Publie Hénlth Service Act to assure the qévelopmcnt of a pational
health policy and of effective State and area lealth planning und resources
development programs, and for other purposes. T ..
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FINDINGS AND PURI'OSE

Skc. 2. (a) The Congress makes the following findings:

(1) The achicvement of equal access to quality health care ata
reasonable cost is u priority of the Federal Government.

(2) The massive infusion of Federal funds into the existing
health care system has eontributed to inilationary inereases in the
cost of health enre and failed to produce nn adequate supply or
distribution of health resources, and consequently has not made
possible equal aceess for everyone to such resourées,

(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 facilitics and man-
power; and
§C) increasing cost of health eare. 4
(4) Increases in the cost of health care, particularly of hospital
stays, have been uncontrollable.and indutionary, 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.
?:5) Since the health care provider is onc 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 uctive role in develop-
ing health policy at all levels. .

(6) Large scgments of the public are lacking in basic knowl-
edge regarding proper personal health care and mnethods for
eflective use of available health services.

(b) In recognition of the magnitude of the problems described in -
subscction (2) 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 nugment areawide and State

Ianning for health services, manpower, and facilities, and to author-
1ze finunciul assistance for the development of resources to further
that policy. '

REVISION OF HEALTII PLANNING PROGRAMS UNDER THE
. PUBLIC HEALTII SERVICE ACT

Sec. 3. The Public Health Service Act is amended by adding at
the end the following new title: ‘ :

“TITLE XV—NATIONAL HEALTH PLANNING AXND
DEVELOPMENT

“Part A—NaTioNaL GUIDELINES FOR HEeaLTir Praxwixg

“NATIONAL GUIDFLINES FOR HEALTH PLANNING

“Skc. 1501. (a) The Sccretary 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 subscction shall be promulgated in necordance with section 553
of title 5, Inited States Code.

“(b) The Sccretary 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 gonls developed
after consideration of the priorities, set forth in scetion 1502,
which goals, to the maxunmum extent practicable, - shall be
expressed in quantitative terms,

*(c¢) In issuing guidelines under subsection (n) the Seeretary shall
consult with and solicit recommendations and comments from the
health systems agencics designated under part 13, the State health
planning and development agencies desienated 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.

“YNATIONAL HEALTIH PRIORITIES

¥ ZuGee, 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 Planning and resources development programs: .
“(1) The provision of primary care services for medically
underserved populations, especially those which are located in
rural or cconomically depressed aveas.
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“(2) The development of multi-institutional systems for coordi-
nation or consolidation of institutional health services (including
obstetrie, pediatrie, emergency medical; intensive and coronary
care, aud radiation therapy services).

“(3) The development of medical group practices (especially
those whose services are appropriately coordinated ov integrated
with institutional health services), health maintenance organiza-
tions, and other organized systems. for the provis'on of health
care. PR . : :

“(4) The training and. inecreased utilization of physician assist-
ants, especially nurse clinicians. : ' C

“(5) The development of multi-institutional arrangeinents for
the shuring of support services necessary to nll health service
institutions, " ' o :

“(6) The promotion of activities to achieve necded improve-
ments in the quality of Lealth services, including needs identified

" by tho review activities of Professional Standards Review Orgy-
nizations under part B of title XI of the Social Security Act.

“(7) The development by health service institutions of the
eapacity to provide various levels of care (including intensive
care, acute general care, and cxtended care) on n geographically
integrated basis.

“(8) The promotion of activitics for-the prevention of disease,

- ineluding studies of nutritional and environmental factors affect-
ing health and the provision of preventive health care services.

‘(9) The -adoption of uniform cast accounting. simplified
reimbursement, and utilization reporting systems and improved
manngement procedures for health service institutions, - ..

© 7 %(10) The development of effective methods of educating the

neral public concerning proper personal (including preventive)

ealth care and methods for effective use of avallable health
services. o

“NATIONAL COUNCIL ON HEALTIL FLANNING AND DEVELOPMENT

“Skc. 1503. (2) There is established in the Department of Health,
Fiueation, and Welfare an advisory council to be known as the
National Council on Tlealth 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 gmidelines under section
1301, (2) the implementation and administration of this title and
title XVI, and (3) an evaluation of the implications of new medieal
technology for the organization, delivery, and equitable distribution
of health care services. P o )

“(b) (1) The Council shall be comnposed ‘of fifteen members. The
Chief Medical Divector of the Veterang’ Administration, the Assistant
Secretary for Health and Environment of the Departinesnt of Defense,
and the Assistant Secretary for Yealth of the Department of Health,
Education, and Welfare shall be-nonvoting ex oflicio members of the
Council. The remaining members shall be appointed by the Secretary
and shall be persons who. as & result of their training. experience, or
attainments, are exceptionally well qualified to assist in’'carrying out
the functions of the Council. Of the voting wembers. not less than
five shall be persons who nre not providers of health serviees, not
more than three shall be officers or employvees of the Federal Govern-
seent mat loca than threa ghall be members of governing badics of

-t
J’C}';’P‘: s g
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health systems agencies designated under part B, and not less than
threo shall be members of Statewide Fealth Com-dmatinf{ Councils
under section 1524, The two major political parties shall have equal
represontation among the voting members on the Council. ‘
4(2) The term of oflice of voting members of the Council shall-be
six years, oxcept that— . L L
“(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 ouly for the remainder of such
term. . . -
A member may serve after the expiration of his term until his suec-
cessor has taken office, . . - _ N

%(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
inhis term of office as a member of the Council, A

“(¢) (1) Except as provided'in paragraph (2), the members of
the Council shall each be entitled to receive the dnily equivalent of the
annual rate of basic pay in effect for grade (35-18 of the General
Schedule for each day (including traveltime) during which they are
enﬁngcd in the actual performance of dutics vested 1n the Council. - -

§2) Members of the Council who are full-time oflicers 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 appeint, fix the pay of, and prescribe the
functions of such.personnel as are nocessary to carry out its func.
tions. In addition, the Council may procure the services of experts and
consultants as authorized by section 3109 of title 5, United States Code,
but without regard to the last sentence of such section. .

“%(e) The provisions of section 14(a) of the Federal Advisory Com-
mittee Act shali not apply with respect to the Council. .

“Parr B—HrarLtyr SYSTEMS AGENCIES

“HEALTH SERVICE AREAS

“Sko. 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 scction
1515. Each health service area shall mect the following requirements:

“(1) The area shall be & 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 arca shall include at least
one center for the provision of highly specialized health services.
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“(3) The area, u{wn its establishment, shall have a population
of not less than five hundred thousand or more than three million
excépt that— R ‘ i
. “(A) the population of an area may be more than three million
if the avea includes a standurd metropolitan statistical aren (as
determined by the Oftice of Munagement and Bulget) with o
po?ulahon of more than three million, and
“(B) the population of anarea may—

“(i) be'less than five hundred thousand if the area com-
prises an entire State which has a- population of less than
five hundred thousand,or- - - ' )

“(ii) belessthan—

“(I) five hundred thousand (but not less than two hun-
. dred thousand) in unusual circumstances (as determined
- - by the Secretary), or ‘
“(1I) two hundred thousand in highly unusual cir-
.- _cumstances (as determined by the Secretary), ~
- if the Governor of each State in.which the urea is locate:l
determines, with the approval of the Secietury, that the area
« meets the other requirements of this subsection. SRR
(4) To the maximum extént feasible, the boundaries of the
area shall be appropriately coordinated with the boundaries of
areas designated under section 1152 of the Social Security Act for
. Professional Standards Review Organizations, existing regional
. ﬂ:ummg_ areas, and State planning and administrative areas.
The boundaries of u health service avea shall be established so that, in
the planning and development of health services to be offerdd within
the health service area, any economic or geographic barrier to the
receipt of such services in nonmetropolitan areas is taken into account.
The boundarics of health service areas shall be established so-as to
recognize the differences in health planning and heaith services devel-
opment necds between nonmetropolitan and metropolitan areas. Each
andard 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 metropolitnn statistical nrea, then
such statistical ares shall not be required to be entively within the
boundaries of such health service arca. - o
“(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 requircment (in subsection (a)) of
'tsléctestabhshmont of health service areas throughont the United
ates, : v
“(B) A statement of the criteria preseribed by subsection (a)
“for health service areas and the procedures prescribed by this sub-
section for the designation of health service nrea-boundaries.
“(C) A request that the Governor receiving the notice (i) desig-
nate the boundaries of health service areas within his State, und,
where appropriate and in cooperation with the Governors of
adjoining States, designate the boundaries within his State of
health service arcas located both in his State and in wljoining
States, and (ii) submit (in such form and manner as the Secretary
v e St il @anviabawn swithin ane hundred and fwontyv

iy
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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 nnder this paragraph to each
Governor, .the Secrvtary shall publish as a notice'in_the Federal
Register u 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 servico areas ‘consult with and solicit the views of
the chief exccutive ofticer 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}, ench entity within the
State which has developed a comprehensive regional, metropolitan,
or other lacal area plan or plans referred to in section 314(h).
and each regional medical program established in the State under the
title TX. : .

“(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 bonndary designations. The
boundaries for health service arens submitted by the Governors shall,
except as otherwise provided in subparagraph (B), constitute upon
their publication in the Federal Register the boundarvies for such
health service areas. :

“(B) (i) If the Sccretary determines that a boundary submitted
to him for n health service aren does not meet the requirements of sub-
section [a), he shall, after consultation with the Governor wheo
submitted such boundary, make such revision in the bonndary for such
aren (and as necessary, in the houndaries for adioining health service
areas) as may be necessary to meet such requirements and publish
such revised houndary (or boundaries) ; and the revised boundary
(or houndarics) shall unon publication in the Federal Register con-
stitute the houndary (or boundaries) for such liealth serviee arvea
{or areas). The Secretary shall netify the Governor of cach
State in which is located a health service area ‘whose boundary is
yevised under this clause of the honndary revision and the reasons for
sieh revision, :

(i1} In the ense of nvens of the United Stufes not ineluded within
the boundaries for bealth serviee arveas submifted to the Seeretary
ps requested under the notice wnder paragraph (1), the Seerctary
<hall establish and publish in the Federal Register health serviet
aren homndaries which inelude sueh arveas. The Seerctary shal
notify the Governor of ench State in which is loeated a health servie
aren. the boundary for which is established- nnder this | elats
of the houndaries established. Tn earryine out the requirement of thi:
elause. the Secretary may make such revisions in houndaries sulmittec
under subparagraph (A) as he determines are necessary to mee
the requirement of subscction (a) for the establishment of healtl
service arcas throughout the {™nited States.

“(4) The Seerctury shall review on a continuing basis and at tlu
request of any Governor or designated health systems ageney the
nppropriatencss of the boundaries of the health service areas estab
lished under parngraph (3) and, if he determines that a boundar
for a health service area no longer meets the requirements of suliee
tion {a), he may revise the boundaries in accordance with the proce
dures preseribed by paragraph (3) (B) (i) for the establishment o
boundaries of health service aveas which include areas not ineluded i
boundaries submitted by the Governors, 11 the Sceretary acts on hi:
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own initiztivo to revise the boundaries of any health service arca, he
shall conzult with the Governor of Uie nppropriste State or Slates,
the entities veferred to in paragraph (2), the axl)propriuta health
systems agency or agencics designated under part I3 and the appro-
priate Statewide Health Coordinuting Council established under part

(.. A request for boundary revision shall be made only after consulta-_

\ L

tion with the Governor of the appropriate Stale or States, the entities®
referred to in paragraph (2), the eppropriate designated health sys-
tems agencics,- and the appropriate established Statewide _Health
Coordinating Council and shall include the comments coneerning the
revision made by the entities consulted in requesting the revision.
“(5) Within one yesr after the date of the enactment of this t'ltle
the Sccretary shall complete the procedures for the initial establish-
ment of the boundaries of health service areas which (except as pro-
vided in section 1533) include the geographic urea of all the States.
“{¢) Notwithstanding any other requirement of this section, an
aren— :
¢(1) for which has been developed a comprehensive regional,
metropolitan arer, or other local area plan referred to in section
314(b), and S .
“{2} which otherwise meets the requirements of subsection Sa.),
shall be desiomated by the Secretary as g health service area unless
the Giovernor of any State in which such avca is located, upon a finding
that another area s & more appropriate region for the effective plan-
ning and development of health resources, waives such requirement.

“JTEALTH BYSYEMS AGENCIES

“Spe, 15120 (a) Dermxrriox.—For purposes of this title, the term
‘health systems agency’ means an entity which is organized and oper-
ated in the manner described in subseciion (b) and which is capable,
as determined by the Seeretary, of performing each of the funchons
deseribed in secfion 1513. The Secretary shall by regulation establish
standards and criteria for the requirements of snbsection (b) and see-
tion 1513.

“(b} (1) LrciL Stuuvcture~—A health systems agency for a health
servies area shall be—

“(A} a nonprolit private cerpovation (or similar legnl mecha-
nism such as a public benefit corporation) which is incorporated
in the State in which the largest part of the )i)r)puluhon of the
hiealth scrvice avea resides, which is not a subsidiary of, or other-
wise controlled by, any other private or Fublic corporation or other
Tegal entity, and which only engages in health planning and devel-
opment functions: : ) ]

“(B) a public regional planning bedy if (i) it has a governing
board composed of a mejority of elected officials of units of general

_local government or it is authorized by State law (in effect before
the date of enactment of this subsection) to carry out health plan-
ning and review functions such 28 those described in section 1513,
and (ii) its planning-area is identical to the health service area;
or

“(C} a single unit of general local government if the area of the
jurisdiction of that unit is identical to the health service area.

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

“(2) Srarr— _

.~ "%(A) Exrrzmise.—A health systems agency shall have a stafl

which provides the agency with expertise in at least the following:
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(i) Administration, (ii) the gathering and analysis of data, (iii)
health plunning, and (iv) development and use of health resources.
The functions of planning and of development of health resources
shall be conducted by stails- with skills appropriate to each
function. . - R o :
“(B) Size anp emrrovyMeNT.—The size of the professional stafl
-of any health systems ngency 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 %reater than five, the
minimum size of the professional staff shall be the lesser of (i)
such quotient, or (ii) twenty-five. The members of the staff shall
- be selected, paid, promoted, and discharged in accordance with
such gystem as the agency may establish, except that the rate of pay
for any position shall not be Jess than the rate of pay prevailing in
the health service area for similar positions in other public or
private health service entities. If niecessary for the performance of
its functions, a health systems agency may em;)loy consultants end
may contract with individuals and entitfies for the provision of
services, Compensation for consultants and for contracted services
shall be established in accordence with standards established by
regulation by the Secretary. : o
“(3) Governine Bopy.— T S
“(A) In eeNeeaL.—A health systems agency which is a public
regional planning body or unit of general local government shali,
in addition to any other governing body, have a governing body
for health planning, which is established in accordance with sub-
varagraph (C), which shall have the responsibilities prescribed
y subparagraph (1), and which has exclusive authority to per-
form for the ngency the functions described in section 1513. Any
“other health systemns 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 umit (referred to in this paragraph as an
© ‘executive comumittee’) composed, in accordanee 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) Resroxsimraries.—The governing body—

“(i) shall be responsible for the internal affairs of the
health systems ngency, including matters relating to the staff
of the agency, the agency’s budget, and procedures and cri-
teris (developed and published pursnant to section 1532)
applicable to its functions under subsections (e), (f), and
(g) of section 1513; ) .

#(ii) shall be responsible for the esteblishment of the
health systems plan and annual implementacion plan required
by section 1513(b) ; -

“(ii1) 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 subscetions (e}, (f), (g), and (h), of sec-
tion 1513;

“(v) shall (I) issue an annual report concerning the
activities of the agency, (1I) 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 liabilitics, sud (1I1) make the report readily
available to the residents of the health service aren and the
various communications media serving such area;
“(vi) shall reimburse its members for their reasonnble costs
incurred in attending meetings of the governing body;
. %(vii) shull meet, at least onee in each ¢alendur quarter of a

year and shall meet gt Jeast two additiona); times in a year

rears and . S R
“(viii) "shall’ (I) conduyct its business meetings in public,
‘EI’[} ive adequate notice to the public of such meetings, and
" (I11) migke its regords and data available, upon request, to
Cthe publie. 0 o .o Y
“The governiig body "(midiExecutive committee (if any)). of a
Tiealth systems agency shalf®act only by vote of a majority of its
members present and voting at a meeting called upon adequate
tiotice to 31l of its members and at which a quornm is in atrend-
ance. A quorum for » governing body and executive committee
shall be not less than one-half of its members. .

“(C) Coxrostrion.—The membership of the governing body
and the executive committee. (if any) of an agency shall meet
“the following requirements:. S .
©o 07 ¥(1) A majority (but not more than 60 per centum of the

‘tembers) shu}l be residents of the health service area served
by the entity who are consumers of health cure 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 racinl populations,
geographic arcas of the health seryice area, and major
purchasers of health care. | e

" 4(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 pepresent (I)-physicians.(particularly
‘practicing’ physicians), dentists, nurses, and other health
professionals, (1I) health care institutions ({):u-ticulm'ly hos-
pitals, long:termn care facilities, and health maintenance
organizations) |
fessional sch'ooﬁs, and (V) the allied henlth 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 provjders of health care
(as doscribed in section 1531(3)). T
“(iii) The membership shall— - .

“(I) include (cither through consumer or provider
imembers) public elected officials: and other representa-
tives of governmental nuthorities in the agency’s health
service area and representatives of public and private
ngencies in the area concerned with health,

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

“(T1X) if the health systems agency serves an area in
which there is located one or more hospitals or other
health earce facilities of the Veterans’ Administration,
include, as an ex officio meinber, an individual whom the

unless its exceutive, copmmitteg meets at. least twice in that

(TII) health care insurers, (IV) health pro-.
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- shall have designated for such purpose, and if the agency
serves an ared in which there is located one or more
qualified health maintenance organizations (within the
meaning of section 1310), include at least one member who

-" isrepresentative of such organizations. .
“(iv) 1f, in the excrcise of its functions, & governing body
- or exccutive 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 o manner as to provide the representation on such sub-
committee or group described in thissubparagraph,

“(4) Inoviouan Lismirrry.—No individual who, 2s a member or
employco of a health systems agency, shall, by reason of his perform-
ance of any duty, function, or activity requred of, or authorized to
be uudertu{'en 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 thercof) 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) mvarn Contrinurions—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 section 509(a) of the Internal Revenue Code of 1954 and is not
direetly 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 its pro-
viding (directly or indirectly) health care for its employees.

“(6) Ormer RequineMeNTs—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 Scerctary may from time to
time require, and keep such records and afford such access thereto
as the Secrctary mny find necessary to verify such reports;

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

C) permit the Secretary and the Comptroller General of the
United Stuates, or their representatives, to have access for the
purpose of audit and examination to any books, documents, papers,
and records pertinent to the disposition of amounts received trom
the Secretury under this title and section 1640,

“(c) Subirea Councis.—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

.:8hall conform to the requirements of subsection (b)(3)(C).

“PUNCTIONS OF HEALTH BYSTEMS AGENCIES

“Sgc. 1513, (a) For the purpose of—
“(1) improving the health of residents of a health service area,
“(2) increasing the nccessibility (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

e
anweiane 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 servier area
and the promotion of the development within the arca of health
services, manpower, and facilities which mect identified needs. reduce

documented mefliciencies, and implement the health plans of thogs;

agency. To meet its primary responsibility, a health systems agency
sﬁall carry out the functions described in subsections (b) through
{g) of thissection. v .

“(b) In providing health plamming and resources development for
its health service area, a health systems agency shall performn tie
following functions:

“(1) The ageney shall assemble ancl analyze data concerning—
“(.\) the status {and itz déterminants) of the health of
the residents of its health service nrea,
“(B3) 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 cave delivery system has
on the health of the residents of the area,
“(13) the number. type, and location of the area’s health
resources, including health services, manpower, and facilitics,
“(E) the patterns of utilization of the areas health
resosirces, and
“(F) the environmental and occupational exposure factors
affecting inmediate and long-term health conditions.
In earrying 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 approprinte cousideration of the
recommended national  guidelines for health planning policy
issucd by the Seerctary under zection 1501, the priorities set forth
in seetion 1502, and the data developes pursuaut to puragraph (1),
establish, aunually review. and amend as necessavy 3 health sys-
tems plan (hercinafter in this title referred to ns the ‘HSP”)
which shall be a detailed statement of goals (A) deseribing a
healthful environment and health systems in the area which,
when developed, will assure that quality health serviees will be
available mnd wccessible in u munner whicl assures continuity of
eare, 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 liealth planning policy tssued by the Sceretary
under seetion 1501 respecting supply. distribution, and organiza-
tion of health resources and services, Before establishin_g an 118D,
a health systems ageney shall conduct a public hearing on the
proposed IISP 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 ISP 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
a8 necessary an annual im&)lementutxon plan (hereinafter in this
title referred to as the “ATP’) which describes objectives which
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will achieve the goals of the IISP and priorities among the
objectives. In establishing the ATP, the ngency shall give priority
to those objectives which will maximally improve the health of
the residents of the areu, as determined ou the basis of the relation
of the cost of attaining such objectives to their benefits, and which
arc fitted to the speciul needs of the aven. , S
“(4) The agency shall develop and publish specific plans and
projects for achieving the objectives established in the AIP.
“(c) A health systems agency shall implement its HSP and AXP,
and in implementing the plans it shall perform at least the following
functions:

“(1) The ugency shall seek, to the extent practicable, to imple-
ment 1ts ISP and AIP with the assistance of individuals and
public and private entities in its-health service avea.

“(2) The ngency may provide, in accordance with the priorities
established in the AIP, technical assistunce to individuals and

" public and private entitics for the development of projects and
programs which the agency determines are necessary to achieve
the health systems described in the ISP, including assistance in
meeting the requirements of the agency preseribed under section
1532(b). S

“(3) The agency shall, in accordance with the priorities cstab-
lished in the AIP, make grants to public and nonprofit private
entities and enter into contracts with individuals and public and
nonprofit private entitics to assist them in planning aund develop-
ing projects and programs which the ageney 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
Hezlth Services Development Fund of the agency established
with funds provided under grants made under section 1640. No
grants or contract under this subscction may be used (A) to pay
the costs incurred by un entity or individual in the delivery of
health services (as defined in regulations of the Seeretary), or
(B) for the cost of construction or madernization 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 reccives a grant or
contract under this paragraph for & project or prograin, such
individual or entity may receive only one more such grant or
contract for such project or program.

_“](d) Kach health systems ageney shall coordinate its activities
Wit h—

“(1) each Professional Standards Review QOrganization (des-
ignated under section 1152 of the Social Security J\et),

“(2) entities referred to In paragraphs (1) aud (2) of section
204£(a) of the Demonstration Cities and Metropolitan Develop-
ment Act of 1966 and regional and loeal 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 scction 401(b) of such Act,

“(3) other appropriate general or special purpose regional
planning or administrative agencies, and

“(4) any other appropriate entity,

in the health system agency’s health service area. The agency shall,
us appropriate, secure data from them for usoe in the agency’s planning
and development activities, enter into agreements with them which
will assuve that actions taken by such entitics which alter the area’s
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health system will be taken in 2 manner which is consistent with the
HSDP and the A1 in effect for the area, and, to the extent practicable,
provide technical ussistance to such entities,

“(e) (1) (A) Except as provided in subpuragraph (B), each health
systelss sgeney shall review and approve or disapprove each proposed
uso within its heaith service area of Federal funds—

“(i) approprinted under this Act, the Community Mental
Heulth Centers -Act, or the Comprehensive Aleohol Abuse and
Alcoholism Prevention, Treatment, and Rehabilitation Act of

1970 for grants, contracts, loans, or lean guarantees for the

development, expansion, or support of health resources; or

¢ %(ii) :made availuble by the State in which the health service
aren isilocated (from an allotment to the State under an Act
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 nrea of Federal
funds appropriated for grants or contracts under title IV, VI1I, or
VII1 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 u proposed use within the health service area of a health
systems agency of Federal funds deseribed 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—

%(1).-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 o Lo et :
“(iii) n Native village in Alaska (as défined in section 3(c) of
. -~ the Alaska Native Clahns Settlement Act), e
a health systems agency shall only review and comment on such
proposedd use. . - o .., -

+%(2) Notwithstanding any other:provision of this Act or any-other
Act referred to in paragraph (1), the Secretary shall allow a health
systems' agency sixty days to make the review required by such
paragraph, If an agency disapproves a proposed use in its health
service area of Federal funds described in paragraph (1), the Seerctary
may not make such Federal funds available for such use until he has
amade, upon request of the entity making such proposal, a review of
the agency decision. In making any such rveview of any agency decision,
the Sceretary 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 Sccretary its commments on
the decision. The Secretary, after taking into consideration such Stale
agency's comments (if any), may make such Féderal funds available
for such use, notwithstanding the disapproval of the health systems
agencey. Idach such decision by the Secretary to make funds availuble
shall be subimitted to the appropriate health systems ageney and State
health planning and development agency and shall contain a detailed
statement of the reasons for the decision. '

*(3) Ench health systems agency shall provide each Indian tribe
or inter-tribal Indian organization which is focuted within the ageney’s
health service area information respecting the availability of the
TFederal funds described in the first sentence of this subsection,

“(f) To assist State health planning and development agencies in
carrying out their funetions under paragraphs (4) and (5) of section
1523(a) cach health systems agency shall review and make recommen-

January 4, 17142 - 10 - L Wiy JAVY 7= UTa

dations to the appropriate State health plunning and development
ngencey respecting the need for new institutional health services pro-
osed to be offered or developed in the health service area of such
walth systems agencey.

“(&) (1).IBxcept as provided in {)):wugrnph (2), each health systems
agency shall review on a periodic basis (but at least every five years)
all institutional health services offeved in the health service area of
tho agency and shall make recommendations to the State health plan-
ning and development agency designated under section 1521 for eacn
State in which the health systems ageney’s health service area islocated
respecting the appropriateness in the area of such serviees.

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

“(h) Each health systems agency shall annually recommend to
the State health planning and development ageney designated for each
Stato in which the health systems ageney’s health service area is
located (1) projects for the modernization, constraetion, and conver-
sion of medical fueilities in the ageney’s health service aren which
projects will achieve the TSP and AIP of the health gystems
agesey. atd (2) priorities among such projects.

MASSISTANCE O EXNTUTIES DEMRING 'TO BE DESIGNATED AS JILALY)S
SYNTEAMS AGUNCIES

Bxpes 1AL The Seeretary may provide all necessary technical and
other nonfinancial assistance (inelding the preparation of prototype
plans of organization and operation) to nonprofit private enfities
(inceluding entities presently receiving financial assistance under see-
tion 3LL(IY) or title 1X or as experimental health serviee delivery sys-
tems under soetion 304y which--

S express a desice to be desigmated as health systems agen-
cies, and
“(2) thie Seeretary determines have a potential to meet the
repriretnents of o health systems ageney s pecified in seetions 1512
and 113,
to asxist stich entities in developing applications to be subuitted to
the Seeretary under section 1515 and otherwize in preparving to meet
the requirements of this part for designation as a health systems
ageney,
T SHEINATION O ITEALTH SYRTEMS AGENCIER

SREe I G0y A the e diest proesieabhe dae after the estabilbishe
ment wieder soction 1L of Twalth seivivee aves (hat pot Later than
cighfeen month-after the date of ennctaient of this ticle) the Seeretary
shall enter into agrecments in aceordanee with this seetion for the des-
ignation of health systems ageneies for sneliarors,

() (1) The Seeretary nay enter into agroements with entities
under whiclh the entities would e designaied as the Liealth systems
ageneivs Tor health serviee aveas on a conditional Iasis with a view
to determining their ability (o meet the requirements of section 1519

I (bl)., and their eapacity to perform the funetions preseribed by section
L1618, :

“(2) During any period of conditional destgnation (which may
not excerd 24 menths), the Secretary may require that the entity con-
ditionally designated meet only such of the vequirements of section
1512(b) and perform only such of the funetions preseribed by seetion
1513 as he determines such entity to be capable of mecting and per-
forming. The number and type of sach requirements and functions
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shatly during the peciod of conditional designation, be progressively
Cihereased as the entity conditionally designated becomes eapable of
added responsibility so that, by the end of such period, the agency may
be considered Tor designation under subsection (¢). .

“(3) Any agreement under which any entity is conditionally desig-
nated as o health systems ageney may be terminated by such entity

upon ninety days notice to the Seeretary or by the Seerciary upolm ...,
- ©

ninety days notice to such entity..

“(4) The Seceretary may not enter into an agreement with any entity
qunder paragraph (1) for conditional designation as a health systems
agency fora health service area untij—

“(A) the entity has submitted an application for such designa-
tion which contamns assurances satisfactory to the Seeretary that
upon completion of the period of conditional designation the
applicant will be organized and operated in the manner described
i section 1512(b) and will be qualified to perform the functions
preseribed by section 1513; '

“(13) a plan for the orderly assumption and implementation of
the functions of a health svstems ageney has been received from
the applieant and approved by the Seevetary ; and

“(C) the Seeretary has consulted with the Governor of each
State in which such-health service area is located and with such
otlier State and loeal oflicials as he may deem appropriate, with
respect to such designation, .

In considering such applications, the Secretary shall give priority to
an applieation which has been recommended for approval by cach
entity which has developed a plan referred to in section 314(b) for
all or part of the health serviee area with respect to which the appli-
eation was submitted, and each regioral medieal program estab-
lished insuch arca under title 1X.

*(c) (1) The Scerctary shall enter into an agreement with an entity
for its designation as a health systems agency if, on the basis of an
upplication 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 health systemns
agency Tor a health service avea), the Seerctary determines that such
entity is capable of fulfilling, in a satisfactory manner, the require-
ments and functions of o health systems ageney. 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 seetions 1512 (L) and 1513 and such conditions designed
to carry out the purpose of this title. as the Seerctary may preseribe,
aud shall be for a term of not to exceed twelve months; exeept 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
Seeretary as he may by regadation prescribe. or

“(13) Ly the Sceretary, 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 asgreement. ’

#(2) Thoe Secretary 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 Secrctary for designation as a health systems agency, and the
Governor of cach State in which the area is located has been consulted
respecting such desigmation 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 porforming the functions preseribed by section 1513, In considor-

ing such applications, the Secrctary shall give priority to an applica-

tion which has been recommended for approval by (A each entity
which hay developed o plun referred to in section 314(b) for all or
part of the ealth service area with respect to which the application

was submitted, and (B) each regional medical program established

in such area under tit}s IX. . e,

“(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 u 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 systems
agency for u health services avea is terminated before the date pre-
scribed for its expiration, the Secretary shall, upon application and in
accordanco with subsection (b) or (c¢) (as the Secretary determines
appropriate), enter into o designation agreement with another entity
to be the Lealth systems agency for such area.

“PLANNING GRANTS

“Src. 1516. (a) The Secretary shall make in each fiscal year a grant
to cach health systems agency with which there is in effect o designa-
tion agreement under subsection (b) or (¢) of section 1513, 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 ofg the Tunctions of the agency, and shall bo avuil-
able for abligation 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 ageney in the performance of its functions; but it
shall not use funds under such a grant to make payments ynder 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 (a) to a health
systems agency designated under section 1515 (b) shall be determined
Ly the Sceretary. 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
serviee area for which the ageney is designated. or
“(13) $3,750,000,
unless the agency would receive a greater mmount under paragraph
2) or (3). ' i
( “(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-Kederal 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—
“(}) the mnount determined under paragrn])h (1),and
“(ii) the lesser of (I) the amount of such non-Federal funds
with respect to which the assurances were made, or (II) the
product of $0.25 and the population of the health service area for
which the agency is designated.
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=(B) "The non-Federal funds whicli an ageney nay use for the pur-
pose of obtaining a grant nnder subscetion (a) which 1s computed on

the basis of the formula preseribud by subparagraph (A) shqll-
“(i) not include any funds contributed to the agency by aiy
individual or private entity which has a finaneial, fiductary, or
othier 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 ave 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 o grant under subsection (i) to a health systems
agency designated under seetion 1515 ¢) may not be less than §175.000.
*(e) (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 fiseal year ending Jome Bu, 1975, $80,000,000 for
the fiseal year ending June 30, 1076, and $125,000,000 for the fiscal
year ending June 30, 1977, :
T #(2) Notwithstanding subsection (b), if the total of the grants to Ix
~made under this section to health systems agencies for uny fiseal yenr
exceeds the total of the amounts appropriated snder pararraph (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 sume
ratio to the amount determined for that agency for that tiseal year
under subsection {b) as the total of the mounts appropriated under
paragraph (1) for that fiscal year bears to the total minount 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 ageney for any fiseal year shall not be less
than $175,000, unless the mmount appropriated for that fiscal yvear
under paragraph (1) is less than the amount required to make such
a grant to each health systems ngency.

“Parr C—Stare Hreaweir PraxyiNa axp Deverormest

EPESIGNATION OF STATE HEALTH PLANNING AND DEVELOPMENT
’ AGENCIES

“Sec. 1521, (a) For the purpose of the performanee within each
State of the health planning and development functions preseribed
by seetion 1523, the Secretary shall enter into and renew agreements
(described in subsection (b)) for the designation of a State health
planning and development ageney for each Srate other than a State
for which the Sceretary may not under subsection (di enter into.
continue in effect, or renew such an agreement.
< %(b) (1) A designation agrecment under subscetion (a) s 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 (hercinafter
in this part referred to as the ‘State Ageney’) to administer the State
administrative program preseribed by section 1522 and to carry out
the State’s health planning and development functions preseribed 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 Secrotary,
*(B) an applieation has been made to the Seerctary for such
an agreement and the applieation contuing assurances salisfactory
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G the Seeretary that the zgencey selected by the Governor for
designation as the State Ageney has the anthority and resources
to administer the State administrative program of the State and
to earry out the health planning and development functions pre-
serthed by seetion 1523, and

#(C) in the case of an agreement entered into under paragraph
(3), there has been estabhished for the State a Statewide Health
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Coordinating Council meeting the requirements of section 1524, .

“(2) (A) The agrecment entered into with a Governor of a State
under subscetion {a) may provide for the designiation of a State
Ageney on a conditional busis with a view to determining the capacity
of the designated State Agency to administer the State administra-
tive program of the State and to carry out the health planning and
developient functions preseribed by section 1523, The Secretary shall
requiive as a condition to the entering into of such an agrecinent that
the (avernor submit ou behalf of the ageney to be designated o plan
for the ageney’s orderly assumption and implementation of such
functions.

{8} The period of an agreement deseribed in sibparagraph (A)
may not exceed twenty-four months. During such period the Secretary
way  require that  the designated  State Agency perform  only
such of the functioms of a State Ageney preseribed by section 1523
as he determines it is eapable of performng. The number and type
of such functions shall, during suc}l period, be progressively inereased
as the designated State Ageney becomes eapable of added responsi-
bility, so that by the end of such period the designated State
Ageney may be considered for designation under paragraph (3).

“(C) Any agreement with o Governor of a State entered into under
subparngraph () nmy be terminated by the Governor upon ninety
days’ notice to the Secretary or by the Secretary upon ninety days’
nofice to the Governor.

“{8) If, on the basis of an application for designation as a State
Agency (and, in the ease of an agency conditionally designated under
puragraph (2), on the basis of its performance under an agreement
with @ Governor of a State entered into under such paragraph), the
Secretary determines that the agency is capabie of fulilling, in a
satisfactory manner, the responsibilities of a State Ageney, he
shall enter into an agreement. with the Governor of the State desig-
nating the agency as the State Ageney for the State. No such
agreement may Lo made unless an application therefor is submitted
to. and approved by, the Serretary. 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—

S(A) by the Governor af such tine and upon such notice
to the Seeretary as he may by reguintion preseribe, or
“(1) by the Secretary, at such time and upon such notice
to the Governor as the Sceretary may by regulation preseribe.
if the Seerctary determines that the designated State Agency is
not comiplying with or etfectively earrying out the provisions of
such agreement.
An agreement under this paragraph shall contain such provisions as
the Sceretary may require to assure that the requirements of this
part respecting State Agencies are complied with.

“(4) .An agreement centered into under paragraph  (3) for
the designation of a State Agency may be renewed by the Secretary
for a period not to exceed twelve months if he determines that it has
fulfilled, in a splisfactory manner, the responsibiiities of a State
Ageney duving the period of the agreement to be renewed and if the
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applicable State administrative proguun continues to meet the
requirements ol section 1522, ) . ) .
“(e) If a designation agreement with the Governor of a State
entered into under subsection {b) (2) or (b) (38) 1s tcrmmﬂltcd before
the date preseribed for its expiration. the Seerelary s.mﬂ,’upnn
application and in accordance with stibseetion (L) (2). or (b)(3) (as

the Seeretary determines appropriate), enter into another agreement 2

with the Governor for the designation of a State Ageney. .

“(d) 1f, upon the expiration of the fourth flSCill year \\'lngh begins
after the calendar year in which the National Health Policy, Planning,
and Resources Development Act of 1974 is enacted, an agreement undev
this section for the designation of n State Agency for a State is not 1n
effect, the Secretary may not make uny allotment, grant, l(r;m, or loan
gnarantee. or enter into any contract, under this Act, the Community
Menral 1lealth Centers Act, or the Comprehensive Meobol Abuse and
‘Aleoholism Prevention, Treatment, and Rehabilitation Act of 1970 for
the development, expansion, or suppoert of health resources in such
State until such time as such an agrevinent 15 in etfect.

SSPATE ADMININTRATIVE PROGRAM

“Sge. 10220 (2) .\ State administrative program {hereimmafter mn
this section referred to as the “State Program') is a program for the
performance within the State by its State Ageney of the functions pre-
seribed by seetion 1523, The Seeretary nuy not approve a State Pro-
gram 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 ab sueh tite and in sueh detail. and contains or 1= aceom-
panied by such information, as the Secretary deems hecessary;
and

“(3) has been submitted to the Secretary only after the Gover-
nor of the State has atforded to the general public of the State a
reasonable opportunity for u presentation of views on the State
Progrant.

“(bL) The State Program of a State must—

“(1) provide for the performance within the State {after the
designation of a State Agency and in accordance with the designa-
tion agreement) of the functions preseribed by section 1523 wnd
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 Iaw the authority to carry
out such functions and the State Program in accordance with
this part and contain a current budget for the operation of the
State Agency; ] ) )

“(3) provide for adequate consultation with, and authority
for, the Statewide 1lealth 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 }.’rogx-:xm, qnd
require the State .\gency to have a professignal staff for planning

and a professional staff for development, which stails shall be of -

such size and nieet such qualifications as the Secrctary may
preseribe;
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“(B) provide for such methods of administration as are found
by the Sceretary to be necessary for the proper and efficient
achninistration of such functions and the State Program, including
methads relating to the establishment and nmmintenance of per-
sonnel standards on a merit basis consistent with such standards
as are or muay 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 reluting to personnel stundards 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 prozedures and criteria shall conform to the require- .
ments of section 1532;

“(6) requirethe State Agency to (A) conduet its business meet-
ings in publie, (1) give adequate notice to the public of such meet-
ings. and (C) make its records and data available, upon request.
to the public; '

“(7) (A) provide “for the coordination (in-accordance with
regulations of the Secretary) +with the cooperative system pro-
vided 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 Lealth and kealth
care, and (B) require providers of hexlth care doing business in
the State to make statistical and other reports of such informa-
tion to the State Agency; :

“(8) provide, in nccordance with methods and procedures pre-
scribed or approved by the Seeretary, for the evaluation, at least
annually, of the performance by the State Agency of its functions
and of their cconamic etfectivencss; .

_ “(9) providethat the State A\gency will from time to time. and
i any event not less often than annually, review the State IPro-
gram and submit to the Secretury vequired modificationsy

“(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 fiseal 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; -

J4(12) 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 of the State Agency pertinent to the disposi-
tion of amounts received from the Sccretary under this title; and

“(13) provide that if the State Agency makes a decision in
thlcvperforn_mnce of a function under paragraph (3), (4), (5), or
(6) of section 1523(a) or under title XVI which is inconsistent
with a_recommendation made under subscction ( ), (g), or (h)
of section 1513 by a henlth systems agency within the State—

“(A) such decision (¥md the record upon which it was.
made) shall, upon request of the health systems agency, Le
reviewed, under an appeals mechanism cousistent with State
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law governing the practices and procedures of administra-
tive agencies, by an ageney of the State fother than the State
health planning and deveiopment ageney) 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 heaith planning and development agency.

“(¢) The Secrctary shall approve any State Program and any
madification thereof which complies 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, :

SQTATE HEALTII PLANNING AND DEVELOPMENT FUNCTIONS

“Sre. 1523, (a) Each State Agency of a State designated under
seetion 1321(b){3) shall, exvq}n us authorized under subsection (b),
perform within the State the following funictions:

“(1) Conduct the health planning activities of the State and
implement those parts of the State health plan (under section
1524 (e) (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 JISI”'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 HSI's to achieve their
approprinte coordination or to deal more effectively with state-
wide health needs. Such preliminary plan shall be submitted to
the Statewide IHealth Coordinating Council of the State for
approval or disapproval and for use in developing the State health
plan veferred to in seetion 1524(c¢).

C %), Assist the Statewide Health Coordinating Couneil of the
State in the review of the State medieal fucilities plan required
under section 1603, and in the performance of its functions
generally,

(4} (A) Serve as the desigunted planning ageney of the State
for the purposes of seetion 1122 of the Socind Security Act if the
State has made an agreement pursuant to such seetion, and (13)
administer & 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 Scerefary.
Such program shall provide for review and determination of need
prior to the time such services, facilities, and organizations are
offered or developed or substantial expenditures are undertaken
in preparation for such offering or development, and provide that
only those services, facilities, and organizations fonnd 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 heaith 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 proposed to Le 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 recommendutions submitted by
heulth systems agencies under seclion 1513(g) respecting the
appropriateness of such services, mako public its ﬁn({ings.

“(h) (1) Any function described in subscction (a) may be per-
formed by another agency of the State government upon request of
the (tovernor under an agreecment with the State Agency satisfuctory
to tho Sccretary. -

“(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 regulur session of the legisliture 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 nstitutional health service within
one yvear after the date a health systemns agency has made its recom-
mendation under section 1513 (g) with respect to the appropriateness
of the service.

“(e) 1f a Stute Agency makes o decision in earrying out a function

_deseribed in pavagraph (4), (5), (6), or (7) of subsaction (1) which

is not consistent with the goals of the applicable TIS)? or the prioritics
of the applicable AT, the State Agency shall submit te the appropri-
ate health systems agency a detailed statement of the reasons for
the inconsistency.

“STATEWIDE HEALTH COORDINATING COUNCIL

“Sre. 1524, (a) A Stato health planning and development ageney
desigmated under section 1521 shall be advised by a Statewide Health
Coordinating Council (hereinafter in this scction referred to as the
‘SHCC?) which (1) is organized in the manner described by subsee-
tion (b), and (2) performs the functions listed in subscction (¢).

“b){1) A SIICJ) of o State shall be compased in the following

manner: :
“(A) (1) A SIICC 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 cuch of the health
systems agencies designated for health serviee areas which fall,
in whole or in part, within the State.

“(ii) Bach such health systeins agency shall be entitled to the
sume number of representatives on the SICC,

#(iii) Each such health systems ageney shall ba entitled to at
least two representatives on the SHHCC. Of the representatives of
a health sysiems ageney, not less than one-half shall be individuals
who arc consutners of health eare and who are not providers of
health care.

“(B) In addition to the appointments made under snbpara-
graph (), the Governor of tgrc State may appoint such persons
{including State officials, public elected otlicials, and other repre-
sentatives of governmental authorities within the State) te serve
on the SITCC gs he deems appropriate; except that (i) the number
of persons appointed to the SIICC under this subparagraph may
not exceed 40 per centum of the total membership of the SHCC,
and (i) a majority of the persons appointed by the Governor
shall be consumers of health eare who are not also providers of
health care.

“(C) Not less than one-third of the providers of health cure
who arc members of a SHCC shall be direct providers of healih
care (as described in section 1531(3) ).
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“(1D) Where two or more hospituls ov other health eare facilitics
of the Veterans® Administration are located in a State, the S11CC
shall, in addition to the appointed members, include, ns an ex
officio member, an individual whom the Chief Medical Director of
the Veterang’ Administration shall have designated ns 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 publie,
and shall incet at least onco in each caulendar quarter of a year.

“(c)y A SHCC shall perform the following functions:

“(12 Review annually and coordinate the MISI” and ATP of
each health systems agency within the State and report to the

Secvetary, for purposes of his review under section 1535(c), its
comments on such ISP and AP,

“(2) (A) Prepare and review and revise as necessary (but at
least annually) a State health plan which shall be made up of
the HISP’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 edordination or to deal
more effectively with statewide health needs. Each health systems
agency which participates in the SIICC shall make available to
the SHCC its 1ISP for each year for inteeration into the State
health plan and shall, as requirved by the STICC, revise its ISP
to achicve appropriate coordination with the FISP’s of the other
agencies which participate in the SITCC or to deal more effectively
with statewide health needs.

“{B) In the preparation and revision of the State health plan,
the SHCC shall review and consider the preliminary State health
plan submitted by the State agency under section 1523 (a) (2).
and shall conduct a public hearing on the plan as proposed and
shall give interested persons an opportunity-to submit their views
orally and in writing. Not less than thirty days prior to any such
hearing, the SHCC shall publish in at least two newspapers of
general circulation in the State o 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
bearing, 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 Sceretary, for purposes of his review
under seetion 1335 (a), its comments on such budget.

“(4) Review applications submitted by such health systems
ngencies for grants under sections 1516 and 1640 and report to the
Seeretary its comments on such applications.

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

(6) Review annually and approve or disapprove any State plan
and any application (and any revision of a State plan or appli-
cation) submitted to the Secretary as a condition to the receipt

. of any funds under allotments made to States under this Act, the
Community Mental Health Centers Act, or the Comprehensive

Alcohol Abuse and Alcoholism Prevention, Treatment, and

Rehabilitation Act of 1970. Notwithstanding any other provision
of this Act or any other Act referred to in the preceding sentence,
the Secretary shall allow a SHCC 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 avnilable, the decision by the Seeretary to
make such funds aveiluble shall be submitted to the SITCC and
shall contain a detailed statement of the reasons for the decision.

¥ i

“GRANTS FOR STATE HEALTII PLANNING AND DEVELOPMENT

“Sec. 1525. (a) The Secretavy shall make grants to State health
planning and development agencies designated under subsection
(1) (2) or (b)(3) of section 1581 to assist them in meeting the costs
of their operation. Any grant made under this subscction 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. Thoe amount of any grant made under this subsection shall
be deternined by the Secretary, except that no grant to a designated
State Agency may exceed 15 per centwin of its operation costs (as
determined under regulations of the Seceretary) during the period for
which the grant is available for obligation.

“(b) Grants under subscetion (a) shall be made on such terms and
conditions as the Secvetary may prescribe; except that the Sceretary
may not make a grant to a State Agency unless he receives satisfactory
assurances that the State Agency will expend in performing the fune-
tions prescribed by section 1523 during the fiscal year for which the
grant is songht an amount of funds from non-Federal sources which
1s at least as great as the average amount of funds expended, in the
three years immediately preceding the fiseal year for which such grant
is sought, by the State, for which such State Ageney has been desig-
nated, for the purpeses for which funds under such grant may be used
(excluding expenditures of a nonrecurring nature).

“(c) For the purpose of making payments under grants under
subsection (n), there are authorized to Yo appropriated $25,000,000
for the fiseal year ending June 30, 1975, $30,000,000 for the {iscal year
ending June 30, 1976, and $35,000,000 for the fiseal year ending
June 30, 1977,

“GRANTS FOR RATE REGULATION

“Sue. 1526, (a) For the purpese of demonstrating the effectiveness
of State Agencies regulating rates for the provision of health care,
the Secretary may make to o State Agency designated, under an agree-
ment entered into under section 1521 (D) (3), for a State which (in
accordance with regulations preseribed by the Seeretary) has indieated
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,

“ (1}) (ll } 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
Secretary a current budget for the performance of such functions

A '

T#(B) set forth in such detail as the Sceretary 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 adivinistration as found
hy the Seeretary to be necessary for the proper and eflicient ndnyin-
istration of such functions;

“(1)) perform its funetions in accordance with procedures
established and published by ity which procedures sln:x‘l conform
to the requirements of section 1532

“(E) comply with the reqnirements preseribed by paragruphs
(6) through (12) of section 1522(b) with respect to the {unctions
preseribed by subsection (a);

$(F) provide for the establishment of 2 procedure under which
the State Agency will obtain the recommendation of the appro-
priate health systems ageney prior to conducting a review of the
rates charged or proposcd to be eharged for services; and

S(G) meet such other requirements as the Seeretary may pre-
seribe. o

“(2) In preseribing requirements under paragraph (1) of this sub-
section, the Seccretary shall consider the manner in which a Stato
Ageney shmll perform its functions under a grant under subsection
(), including whether the State Agency should—

*(.\) ‘permit those engaged in the delivery of health services
to retatn saviugs acerning to themy from elfective management and

~ cost control,

© %(B) create incentives at each point in the delivery of health
services for utilization of the most economical modes of services
feasible,

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

“(D) employ for each type or class of person engaged in the
delivery of health services— :

(i) a unit for determining the reimbursement rates, and
“(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 preseribe, 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
mav receive moro than three grants under subsection (a),

“(dy Rach State Agency whielt receives a grant under subsection
(2) shall'report to the Secretary (in such form and manner as he shall
preseribe) on the effectivencss of the rate regulation program assisted
by such grant. The Seeretary shall report annually to the Congress on
the effectiveness of the programs assisted by the grants authorized by
subsection (n). : :

“(e) There are authorized to be appropriated to make payments
under grants under subsection (a), $£,000,000 for the fiscal year end-
ing June 30, 1975, $3.000,000 for the fiscal year ending June 30, 1976,
and $6,000,000 for the fiscal year ending June 80,1977,

“Panr D—Gexrrar, Provisions

‘ : “PEFINITIONS
“Sec. 1531, For purposes of thistitle: - ’
“(1) The, term ‘State’ includes the District of Columbia and the
Commonwealth of Puerto Rico.
“(9) The term ‘Governor’ means the chief exccutive officer of a State
or his designee,
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“(8) The term ‘provider of health care! menns an individual—

“(A) who is o divect provider of health care (hncluding a phy-
sician, dentist, nurse, podiatrist, or physician assistant) in that
the individual’s primary current activity is the provision of health
cure to individuuls or the administration of facilities or institu-
tions (including hospitals) long-ternin care facilities, outpatient
fucilities, and health maintenance organizations) in which such
care is provided and, when required by State law, the individual
hns received professional training in the provision of such care or
in such administration and is licensed or certified for such pro-
vision or ndministration ; or

“(B) who is an indirect provider of health care in that the
individual— :

“(i) holds a fiduciary position with, or has a fiduciary
interest in, any entity described in subelause (I11) or (1V) of

Celause (i)

“(i1) veceives (cither directly or through his spouse} more
then oue-tentlt of his gross annual income from any one or
combination of the following:

“(1) Fees or other compensation for research into or
instruction in the provision of health eare. .

“(11) Entities engaged in the provision of health care
or in sueli research or instraction,

“(111) Producing or supplying drugs or other avticles
for individaals or entities for use in the provision of or
in resenrch into or instruction in the provision of health
cure.

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

#(iii) is a meinber of the immediate family of an individual
described in subparagraph () 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
servico benefits,

“(4) the term ‘health resources’ ineludes Dhealth services, health
professions personnel, and health facilities, except that sueh term does
not include Christian Science sanutorinms operated, or listed and cer-
tified, by the IFirst Chureh 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 preseribed ynder seetion 1122 of the Social Seeurity Act)
and includes the entitios through which sueh services are provided.

SPROCEDURES AND CRITERIA FOR REVIEWS OF IROFOSED ([EALTH
SYSTEM CIANGES

“See. 1532, (a) In conducting reviews pursuant to subsections (e).
(1), and (g) of section 1513 or in conducting any other reviews of pro-
posed or existing health services, each health systems ageney shall
(exeept to the extent approved by the Sceretary) follow procedures.
and apply criteria, developed and published by the agencey in accord-
ance with regulutions of the Sceverary: and in performing ifs review
functions under section 1523, a Stafe Ageney shall (except to the
extent approved by the Secretary) follow procedures, and apply cri-
teria, developed and pnblished by the State Agency in accordnnee with
regulations of the Sceretary. Procedures and criteria for reviews by
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health systems agencies and States Agencies may vary according to the
purpose for which a particular veview is being conducted or the type
of health services being reviewed. .

“(b) Each health systems ageney and State Agency shall include
in the procedures required by subsection () at least the following:

“(1) Written notification to atferted persons of the beginuing
of a review.

“{2) Sehedules for veviews which provide that no review shall,
to the extent practicable, take longer than ninety days frum the
date the notification deseribed in paragraph (1) ismade.

“(3) Provision for persons subject to a review to submit to the
agency or State Agency {in such form and manner as the ageney
or State Ageney shall preseribe und publizh) such information ns
the ngeney or Stute Ageney may vequire concerning the subject of
such review.

“(4) Sabmission of applications tsubieet to review by a heaith
systems ageney or a State Agency) made under this Aet or other
provisiens of faw for Federal fiiuncial wesiatanee for health =erv-
sees to the health svstems ngeney or state Ageney at =ach thne and
i such manneras it may reguire,

() Submission of periodie report
services and other persons sabject to sureney or State Areney
review respecting the development of proposals subject to review.

“(6) Provision for written tisings which state the basis forany
finul decision or recommendation nide by the ageney or State
Apeney.

*(7) Notification of providers of heaith services and other per-
sons subject to agency or State Ageney review of the status of the
agoency or State Ageney review of the health serviees or proposals
stubject to review, findings made in the eourse of such review, and
other appropriate information respecting such review.

*(8). Provision for public liearings in the cowrse of agencey or
State. Agency review if requested by persons diveet!y allected by
the réview; 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 Ageney of the reviews being conducted (includ-
ing a statement concerning the status of vach sneh review) and
of the reviews completed by the ageney and State Mgeney (inelnd-
fng o general statement of the findings and decisions made i
the course of such reviews) since the publication of the last
such report. '

*(10) Aceess by the general publie to all applications reviewed
by the agency and State Ageney and to all other written materials
pertinent toany ageney or State Ageney review,

“(11) In the cuse of construction projects. submission e
ageney and State Ageney by the entitics proposing the projects of
letters of intent in such detail as may be necessary to inform the
agericy and State Agency of the scope and nature of the projects
at the earliest possible opportunity in the course of planning of

_ such - construction projects.

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

“(1) The welationship of the health serviees being reviewed to
the applicable ISP and ATP,

“(‘l& The relationship of services reviewed to the long-range
development plan (if any) of the person providing or proposing
such services, ) '

by Pron deets o et

e et
P
o

.

January 4, 1975 - 29 - Pub, Law 93-641

“(3) 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. o

“(5)- The relationship of services reviewed to the existing
health care system of the aren 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, 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 resourees, or both.
to individuals not residing in the health service areas in which the
entities are located or in ndjacent health service areas. Such enti-
ties may include medical and other health professions schools.
multidisciplinary elinies, specialty centers, and such other entities
as the Seeretary may by regulation preseribe. o

“(8) The specinl needs und circumstances of health maintenanee
orgranizations for which assistunce may be provided under title
XI1I1. .

“(9) Inthecascof a construction project— . :

“(A) the costs and methods of the proposed construction.
and ciee

“(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 I{EAL'I“II BYSTEMS AGENCIES: AND STATE
HEALTIL PLANNING AND DEVELOPMENT AGENCIES

“Srkc. 1533; (a) The Secrctary shall provide (directly or through
grants or contracts, or both) to designated health systems agencies and
State Agencies (1) assistance in developing their health plans and
approaches to planning various types of health services, (2) techinical
materials, including ethodologies, policies, and standards:appro-
priate for use in health planning, and (3) other technical assistance
as may be necessary in order that such agencies may properly perform
their functions. : S e

“(b) The Seceretary shall include in the materials provided under
subscection (a) the fol?:)\\'ing: ' -

“(1) (A) Specitication of the mininmum data needed to deter- -
mine the health status of the residents of o health service area
and the determinants of such status. e e

“(B) Specification of the minimum data needed to determine
the status of the health resources and services of a health service
arca. C

“(C) Specifieation 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
tho Sccretary under section 1501 for approptiate planning and
development of health resources, and which shall cover the
priorities listed in section 1502. - .

“(3) Guidelines for the orgunization 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 Staie Agency, consistent with
section 1522 :
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“(B) ‘the conduct of the planning and development
processes; b .

% (C). the performance of health systems ngeney functions
in accordance with section 15135 and ) _ ]
_ (D) the performance of Stale Agency funetions in
S Taeeordance with section 1523, : A )
=ik (o) In order to facilitate the exchange of information concerning
“health services, health resources, and health planning and resources
development practice and methodology, the Seerctary shall establish
“u 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

slanning and resources development; to provide access to current
irformation ‘on health planning and resources development; and to
provide inforination for use in the nnalysis of issues and problems
relateil to healtdi:planning and resourees devélopment.,

- %(d) The Secretary shall establish the following within one year of
the date of enactment of this title:

“(1) A uniform system for caleulating the aggregate cost of

i operation and the wrgregate voluine of services provided by health
services institutions as delined by the Seeretary in regulations,
Such'system shall provide for the exlenlation of the nggregate
volume to be based on: ‘

“(A) The ninmber of patient. days;

e 9(BY The number of patient admissions;

() The number of out-patient visits; and:

s (DY Other -relevant  Iactors as  determined by the

Scerctary.

“(2) A uniform system for cost accounting and caleulating
the volume of services provided by health services institutions,
Such system shall:

“(A) Include the establishment of specific cost centers
and, where appropriate, subeost centers.

“(B) Include the designation of an appropriate volume
fnctor for each cost center.

S0 Provide for un appropriate appliention 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 sueh types of institutions.

“(3) A uniform system Jor calenlating rates to be charged to

< health insurers and other health institutions payors by health
sorvice institutions. Such system shall:

“(X) Be based on . an all-inclusive rate for varions cate-
eories of patients (including, but not limited to individuals
receiving medical. surgical. pediatrie, obstetrie, and psychi-
atric institutional health services). ’

S ¥(B) Provide that such rates reflect the true cost of pro-
viilling servieesto each suich category of patients. The system

- shall provide that revenues derived from patients in one cate-
gory shall not be nsed to support the provision of services to
patients in any other categrory.

- %(C) Provide for an appropriate application of such sys-
tem in the different types of institutions (including hospitals,
nursing llomes, and other types of health service institations)
and dilferent sizes of such {ypes of institutions.

“(D) Provide that ditferences in rates to various classes
of purchasers (including health insurers, direct serviece pay-

B

[
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ors, nul 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. )

“(1) A classification system for health services institutions.
Such classification system shall quantitatively deseribe 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;

“515) the geogruphic location of an institution; .

“(C) the operation of n postgraduate physician training
. program by an institution ; and i

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

“(5) A uniform system for the reporting by health serviees
institutions of—

“(A\) the agoregate cost of operation and the aggregate
volume of services, as caleulated in accordance with the sys-
tem established by the Sceeretary under paragraph (1)
“(B) the costs und volume of services at various cost
centers, and subcost centers, as ealeulated in accordance with
the systemn established by the Seerctury under paragraph
(2); and
“{C) rates, by category of patient and class of purchaser,
a3 caleulated in accordance with the system established by
the Seeretary under paragraph (3). : g
Sucl: system shall provide for an appropriate application of such
system in the ditfferent types of institutions (in('{mling hospitals,
nursing homes, and other-types of health services institutions)
and different sizes of such institutions.

“CENTERS FOR ITEALTIT PLANNING

“Spc. 1584, (1) For the purposes of assisting the Secretary in carry-
ing out this title, providing such technical and consulting assistance
as hiealth systems agencies and State Agencies may from time to time
require, conducting research, studies and analvses of health planning
and resources  development, and developing  health  planning
approaches, methodologies, policies, and standards, the Seeretary shall
by grunts or contracts, or hoth, assist publie or private nonprofit
entities in meeting the costs of planning and developing new centers,
and operating existing and new centers, for multidisciplinary health
plannimg development and assistance, To the extent practicable, the
Seeretary shall provide assistance under this section so that at least
five such eenters will be n operation by June 30, 1976,

“{b) (1) No grant or coniract 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 graut 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 Le a full-time director of the center who
possesses  a demonstrated eapacity for substantial accomplish-
ment and leadership in the field of health planning and resources
development, and there shall be such additional professional
statl ns may be appropriste,

“(B) The staff of the center shall represent a diversity of
relevant diseiplines.
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%(C) Such additional requirements as the Seerclary nay by
reculation prescribe.

“(e) Centersassisted under this section (1) may enter into arvange-
nents with health systems agencies wnd State Agencies for the
provision of such services as may be appropriate and necessary an
assisting the agencies and State Agencies in performing their fune-
tions under scction 1513 or 1523, respectively, and (2) shall use

methods (satisfactory to the Secretary) to disseminate to such ageneies

and State Ageneies sueh planning approaches, methodoligies, policier
and standnrds ns they develop, ‘

“(d) Tor the purpose of making payments pursuant o seanre und
contracts under subsection (a) thersare anthorized to be approprinted
$5,000.000 for the fis-al year ending June 30, 1975, S 00l Tor the
fiscal year ending June 30. 1976, and $10,000,000 for the fiscal vear

cending June 50, 1977, :
SREVIEW DY THE SECRETARY

“Skc. 1535, (a) The Secretary sPball review and approve or disup-
prove the anvual budget of canch designated health systoms azencey
and Staie Agerey, Inmaking such review and approval or disapproval
tho Seeretary skl consider the comments of Statewide Tealth
Coordinating Couneils submitted under section 102t (c¢) (8). Informa-
tion submitied to the Secretary by a henith systels ageney or a Stufe
Ageney in connectinn with the Secrctary s review under this subsection
shall be made available by the Secretary., upon reguest, to the
appropriate committees (and their subcommittees) of the Congress.

“(b) The Secretary shall prescribe performance standards covering
the structure, operafion, and performance of the funetions of each
designated health systeins agency and State Agency, and he shall
establish a reporting system based on the performunce standards
that allows for contimuous review of the structure, operation, and
performance of the functions of such agencics.

“(e) The Sccretary shall review in detail at least every three years
the structure. operzfion. and performance of the functions of each
designated health systems agency to determine— L.

“(1) the adequaey of the TISP of the agency for miecting thw
needs of the residents of the avea for a healthful environment
and for aceessible, aceeptable and coniinuous quality health care
at reasonabie costs, und the effectiveness of the ATP in achieving
the system deseribed in the TISP; .

“(2) if the structure, operation, and performance of the func-
tions of the agency meet the requirements of sections 1512(b)
and 1513,

“(3) the extent to which the agency’s governing body (and
execulive committee (if any)) represents the residents of the
health service area for which the agency is designated;

“(1) the professional credentials and competence of the staff
of the agency; _

“(5) the appropriateness of the datn assembled pursnant to
section 1513(b) (1) and the qualily 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 abjectives of the HSP and the ATP; and '

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

“(A) the health of the residents in the ageney’s health
service area has been improved .

“(B) the accessibility, acceptability, continuity, and qual-
ity of health carc in such area has been improved; and
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“(C) increuses in costs of the provision of health cuar
have been restrained.

“(1) The Secretary shull review in detail at least every three year-
the structure, operation, and performance of the functions of cacl.
designated State Agency to determine—

“(1) the adeyuacy of the State health plan of the Statewid:
Health Coordinating Couneil prepared under section 1524 (c) (2)
in meeting the needs of the residents of the State for a healthful
environment and for nccessible, acceptable, and continuous qual-
ity Lealth cure at veasonable costs;

“(2) if the structure, operation, and performance of the fune-
tio(xlxs of the State Agency mcet the requirements of scctions 1522
and 1523; -

“(3) the extent to which the Statewide ITealth 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 stafy
of (he State Agency;

*(5) thé extent to which finanecial assistance provided under
title X'V1 by the State Agency has been used in an effective man
nvr{to achieve the State’s health plan under section 1524 (e) (2) :
ane : ‘

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

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

imProvcd; . : : .

“(B) the accessibility, acceptability, continuity, and quality’
— of health care in the State hus been improved; and

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

“SPRCIAL PROVISIONS FOR CERTAIN STATES AND TERRITORTES

“Skc. 1536. (a) Any State which— :
“(1) has no county or municipal public health institution or
department, and _ :
“(2) has, ]‘)rior to the date of enaciment of this title, main-
tained a health plunning systemm which substantially complies
. with the purposes of this title, o
and the Virgin Islands, Guam, the Trust Territories in the Pacifie
Islands, and American Simoa shall each be considered in accordance
with subseetion (b) to be a State for purposes of thistitle,
“(b) In the case of an entity which under subsection (a) is to be
considered a State for purposes of thistitle— :
“(1) no heulth service area shall be established within it,
“(2) no health systems agency shall be designated for it,
“(8) the State Agency designated for it winder section 1521
may, in addition to the functions prescribed by section 1323, per-
form the functions prescribed by section 1513 and shall be eligible
to receive grants auchorized by sections 1516 and 1640, and
“(4) the chief exccutive office shall appoint the Statewide
Health Coordinating Council prescribed by section 1524 in accord-
ance with the regulation of the Sceretary.” :

REVISION OF MEALTII RESOURCES DEVELOPMENT PROGRAMS UNDER TIIE
PUBLIC ITEALTI SERVICE ACT

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



" Pub, Law 93-641 - 34 . January 4, 1975

“IITLE XVI—HEALTH RESOURCES DEVELOPMENT
. “Papr A—Punrose, State PrLan, AND Prosecr Arrrovat
“pPURrOSE

“Sec. 1601, It is the purpose of this title to provide assistance,
through aliotments under part B and loans and loan guarantees
and interest subsidies under part C, for projects for—

L 1; modernization of medical fnci{ities;

“(2) construction of new outpatient medical facilities;

“(8) construction of new inpatient medical facilitics in areas
which have experienced (as determined under regulations of the
Sccretary) recent rapid population growth; and

“(4) conversion of existing medical facilitics for the provision
of now health services, . .
and to provide assistance, through grants under part D, for construe-
tion and modernization projects designed to prevent or eliminato
safety hazards in medical facilitics or to avoid noncompliunce by such
fucilities with licensure or accreditation standards.

“GENERAL REGULATIONS

“Skc, 1602. The Seeretary shall by regulation—

“(1) preserive the genersd manner in which the State Agency
of ecach State shall determine for the State medical facilities plan
under section 10608 the priority amang projects within the Stute
for which assistance is available under this title, bused on the
relative need of different areas within the State for such projects
and: giving special consideration—

“{A) to projects for medical {facilitics serving areas
with relatively small financial resources and for medical
facilities serving rural communities,

) “SB) in the case of projects for modernization of medical
facilities, to projects for facilities serving densely populated
areas,
“(é‘) ‘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 te 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
noncempliance with State or veluntary licensure or accredita-
tion standards, and. . . :

“(E) to projects for medical facilities which, alone or in
mn{unetion with other facilities, will provide comprchensive
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 diflerent
types of location; :

. %(8) prescribe criteria for determining nceds for medical facil-

ity boeds 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 ench State medical facilitits plan under section
1503 to provide for udequate medical facilities for all persons
residing in the State and adequate facilities to furnish needed
health services for persons unable to pry therefor; and
“(6) prescribe the general manner 1 which cach entity which
~ receives financial assistance under this title or has received finen-
- cial ussistance under this title o title VI shall be remiired to-com-
ply with the assurances required to be made at tie time‘such
assistance was received and the means by which such entity shail
be required to demonstrate compliance with such assurances.
An entity subject to the reguirements presiribed pursvant to para-
graph (G) respecting compliance with assuiunces made in connection.
with receipt of financial assistanée shall submit periodicaliy to. the
Secretary data ‘and ‘information which reasonably supports’ tie
entity’s compliance witli such assurances. The Secreary may not waive
the requivement of the preceding sentence. o s

“STATE MEDICAL FACILITIES PLAN

“Sre, 1603, () Before an application for assistance under this
title (other than part 1) for a medica). facility project described in
section 1601 may be approved, the State Agency of the State in wlich
such project is focated must have submitted to the Seeretary and had
approved by him o State medical facilities plan. To Le approved
by the Scerctury a State medieal fucilities plan for a Staté inust--

“(1) preseribe that the State Ageney, of the State shall admin-

ister or supervise the m,(mfnistmtiml of the plan and contain evi-
dence satisfactory to the Seerctary that the State Agency hos the
authority to carry out the plan in conformity with this titls;

“(2) prescribe that the Statewide Jlealth Coordinating Council
of the Siate shall advise and congult with tl:e State Ageney in
carrying out the plan; ‘ ‘ -

“(3) be approved by the Statewide Health Coordinating Coun-
cil as vonsistent with the State health plan developed pursuant to
section 1524 (¢) (2) ; ‘

“(4) set forth, in accordance with criterin established in regu-
lations preseribed under section 1602(a) and on the basis of a
statewide inventory of existing medical facilities, a survey of
need, and the plans of health systems agencies within the State—

“(A) the number and type of medical facility beds and
medical facilities needed to provide adequate inpatient care
to people residing in the State, aind a plan for the distribution
of such beds and facilities in health serviees 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 serviee
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 promuigated
under section 1602(a); . :
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“(6) sct 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 liearing before the State Agency; and

“(9) provide that the State A gency 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 Sccretary shall approve any State medical facilities plan
and any modification thercof 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 sce-
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

“Spc. 1604, (a) For each project described in section 1601 and

)

included within a State’s State medical facilities plan approved .

wnder section 1603 there shall be submitted to the Seeretary, 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 & State, a political subdivision of a State or any other public
entity, or a private nonprofit entity. If two or morc entities join in &
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 st forth—

“(A) in the case of a modemization project for a medical
facility for continuation of cxisting health services, o finding

by the State Ageney of a continued need for such services, and,

in the case of any other project for a medical facility, a finding by
the State Agency of the need for the new health services to be
provided through the medical facility upon completion of the
project;

“{B) a description of the site of such project;

“(C) plans and specifications therefor which meet the require-
nents of the regulations prescribed under section 1602(a);

“(D) remsonable 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 arce determined by the Seerctary to be an urban or
rural poverty area or through benefits provided individuals
....... 1ot onnl fanilitv chall be considered as financial suppoit;
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“(Fg the type of assistance being sought under this title for the
project; .
“(@) except in the case of u project under section 1625, a certifi-
cation by the State Agency of the Federal share for the project;
© “(H) reasonsble assurance that all laborers and mechanies
employed by contractors or subcontractors in the pesformance of
work on a project will be paid wages at rates not less than those

Erevmh?g on similar construction in the locality as determined

y the Secretary of Labor in accordance with the Act of March 3,
1931 (40 U.S.C. 2760~—2762~5, known as the Davis-Bacon Act),
and the Secretary of Labor shall have with respect to such labor

“standards the authority and functions set forth in Reorganization

Plan Numbered 14 of 1950 (15 F.R. 3176; 5 U.S.C. Appendix)

and section 2 of the Act of June 13,1934 (40 U.S.C. 276c) ;

_“(I) in the cast of a project for the construction or moderniza-
tion of an outpatient 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) reusonable assurance that at all times after such applica-
tion is approved (i) the facility or portion thereof to be con-
structed, or modernized, or converted will be made available to
all persons residing or employed in the area served by the facility,
and (ii) there will be made available in the facility or portion
thereof to be constructed, modernized, or converted a reasonable
volume of services to persons unable to pay therefor and the Sec-
retary, in 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— '

“(1) 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, )
l(ththe cuse of an applieation faor a project described in subparagraph
“(13) A project referred to in subparagraph () is a project—

“(i) for the modernization of an outpatient nedical facility
which will provide genersl purpose liealth 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 agplicanb seeks (I) not more than $20,000
from the allotments made under part B3 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
i\;ggc)cqxgn (b) (other than an application for a grant under section
1z 1

“(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 (]l)lun approved under section 1608, (ii) has
been approved and recommended by the State Agency, (iii)
is for a project which is entitled to priority over other proj-
ects within the State as determined in accordance with the -
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approved State medical fadilities plan, aud (iv) containg
the assaranees Peauired by enboection (B and
“(B) the plans und specineatinng for theraoject meet the
" requirements of the regulaiions preseribed pursuant to see-
tion 1602(n). '
- #(d) No application (other than an :gl)p]iczxtion for a grant under
“igeetion 1625) shall be disapproved untl the Scecrctary has afforded
the State Agency an opportunity for & hearing. )
“(e) Amendment of any approved applicition ehall ba subject to
approval in the same manner as an ovignnal application, .
“(f) Euch applieation shall be reviewed by health systems agencies
in accordance with seetion 1313(e).

“Parr B-—ALLoTaENTS
SALLOTMENTS

“Sre. 1610, (a) For each fiscal year, the Secretary shall, in aceord-
anco with regulations, make from sams appropriated for such fiseal
vear under section 1513 aflotments among the States on the basis of
the population, the firancial aeed, and need for medieal facilities
projects described in seetion 1601 of the respeetive States. The Yopu‘
Intion of the States shall be determined on the busis of the latest
figures certitied by the Seerctary of Commerce,

“(by (1) Tihe alloiment to any State (other than Guam, American
Sumoa, the Virgin Islands, or the Trust Territory of the Pacific
Islands) for any fiseal year shall be not less than $1,000,000; and the
allotment to Guam, Awmerienn Samoa, the Virgin Islands, and the
Trust Territory of the Pacific Islands for any tiscal year shall be not
~less than $300,000 each,

#(2) Notwithstanding paragraph (1), if the amount appropriated
under seetion 1613 for any fiseal year is less than the amount vequired
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 preseribed for such State
by paragraph (1) as the amount appropriated for such fiscal year
bears to the mmount of appropriations needed to make allotments
to all the States in aecordanee with paragraph (1).

“(e) Any amount allotted to a State for a fiseal year under subgec-
tion () and remaining unobligated at the end of sueh year shall
remain available to such State, for the purpose for which made, for
the next two fiscal yvears (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 vears and which the Seeretary
determines will remain unobligated at the close of the seceond of such
next two years may be reailotted by the Secretary, to be available for
the purposes for which made until the close ofy the second of such

" next two years, to other States which have need therefor, on such basis
as the Secretary deeins equitable nnd consistent with the purposes of
this title. Any amount so reallotted to a State shall be in addition to
thé amounts allotted and available to the State for the same period.

“PAYMENTS FROM ALLOTMENTS

“Skc. 1611, (a) Xf with respect to any medical facility project
.approved under section 1604 the State Agency certifies ("upon the
basis of inspcction by it} to the Sceretary that, in accordance with
avewacad nline and cooeificatione work hag heen nerformed ubon
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the project o purelases have been made for it and that payment from
tho wpplicable allotmest of the State in which the project is located ix
due for the project, the Seerctary shally except as provided in subsee-
tion (h), mafe such puyment to the State. )

“(b) Thie Seeretary is authorized to not make payments to a Stato
pursiant to subsection () in the following cirenmstances: :

“(1) Tf such State is not anthorized by law to make payments
for un approved medical facility project from the payment to be
niarle by the Sveretary pursuant to subsection (a), or if the State
50 requels, the =ecretary shall make the payment from the State
allotinent divectly to the applicant for such project.

$(2) 1f the Seeretary, sfter invesiigation or otherwise, Las
veazon to Lielieve that any aet (or failure to act) hus occurred
requiving action pursuant (o section 1612, payment by the Scere-
tary nuay, after he bhas given the Siate Agency notice and
opportunity for hearing putsiant to such seetion, be withheld, in
whole or in part, pending correetive action or action based on such
bhearing.

In no event may the total of payments made under subsection (a) with
respeet 1o any project exeeed an amount equal to the Federal share
of such project,

HLe) Tuocassoan amendment to an approved applieation is approved
as provided in seetion 1604 or the estitiated cost of a project is revised
upward, auy s.diitional payment with respect thercto may be made
from the applicable ailotment of the State for the fiscal year in which
such winendment or revision is approved.

“(d) Toany fiscal year— :

(1) not wisre than 20 per centum of the amount of a-State’s
alletment avaniable for obligation in that fiscal year may be obli-
gated for projects in the State for eonstruction of new facilities
for the provision of inpatient health eare to persons residing in
areas of the State which have experienced recent rapid population
rrov thy 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 nnderserved populations.

In the admimstration of this part, the Sceretary shall seck to assure
that in cach tiscal year at least one half of the amount obligated for
projeets pursuant 1o paragrmiph (2) shall he obligated for projects
which wili serve rural medically underserved populations.

SYITINICLLING OF PAYMENTS AND OTHER COMPLIANCE ACTIONS

“See. 1612, (1) Whenever the Secretary, afier reasonable notice and
opportunity for licaring to the State Agency concerned finds—

#(1) that the State Agency is not complying substantially with
the provisions required by scetion 1603 to be included in its State
medical facilities plan, :

“(2) that any assurance required to be given in an application
filed under seetion 1604 is not being or cannot be carried out, or

“(5) that there is u substantial failure to carry out plans and
specifications approved by the Seceretary under section 1604,

tho Secretary <hall take the action authorized by subsection (b)Y unless.
in tho ease of compliance with assurances, the Secretary requires com-

‘pliance by other means authorized by law.,

“(b) (1) Upon o finding described in subseetion (a) and after notice
to tho State Agency concerned, the Seeretary may—
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“(A) withhold from ull projects within the State with respect
to which the finding was nude further puyments from the State’s
atlotment undet section 1610, or . ] )

“(13) withhiold from the speeilie projects with respect to w}nch
the finding was made further payments from the applicable Statoe

allotment under section 1610,

“(2) Payments may be withheld, in whole or in part, under para-

graph (1)— . .
i ‘5(2\) until the basis for the finding upon which the withholding
was made no longer exists, or o )

“(B) if corrective action to make such finding inapplicable
cannot be made, until the State concerned rc[l):}ys or arranges for
the repayment of Federal funds paid under this part for projects

" whieh beeause 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 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
subscetion (b) or take any other action authorized by law (including
an action for specific performance brought by the Attorney General
upon request of the Secretary) which will effect compliance by the
entity 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 Sccretary and the Sceretary has dismissed such comr}umt
or the Attorney General has not brought a civil nction for compliance
with such assurance within ¢ months after the date on which the
complaint was filed with the Secretary.

¥ AUTIHORIZATION GF APPROPRIATIONS

“Skc, 1613. Ixcept as provided in scetion 1625(d), there are author-
ized to be appropriated for allotments under scetion 1510 $125,000,000
for the fiscal year ending June 30, 1973, $130,000.000 for the fiscal year
ending June 80, 1976, and $135,000,000 for the fiscal year ending

June 30, 1977.
“Parr C—T.oans axp Loax GuaraNTirs
“AUPLIORITY FOR LOANS AND LOAN GUARANTEES

“Sxe. 1620, (a) The Secrctary, during the period beginning July 1,
1974, and ending June 30, 1977, may, in accordance with t]

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, 1074,
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 medieal facilities projects,and

“(ii) 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

ussistance for such projects under this title have been approved under

section 1604.

1is part,
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“(2) In the ease of a gunrantee of any loan to n nonprofit private
entity under this title, the Secretary shall pay, to the holder of suck
loan and for and on bebalf of the projeet for which the loan wa-
made amounts sallicient to reduce by 3 per centum per annum the net
etfective 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. . . :

#{¢) The cumulative total of the principal of the loans outstanding
at any time 'with respeet to which guarantees have been issued, or
which have been direetly made, may not exeeed such limitations ax
may be specified in approprintion Acts.

“(i1) The Seeretary, with the consent of the Seeretary of ITousing
and Urban Development, shall obtain from the Department of ITous-
ing and Urban Development such assistance with respect to the
administration of this part as will promote efficiency and cconamy
thereof,

“ALLOCATION AMONG THE STATES

f“Snc. 1621. (a) For each fiseal year, the total amount of principa
of— ,
“(1) loans to nonprofit private entities which may be guar-
antexd, or ‘ ‘
%(2) loans which may be divectly made, ‘ . :
under this part shall be allotted by the Sceretary among the States.
in accordance with regulations, on the basis of the population, finan-
cial need, and need for medieal facilities projects deseribed in section -
1601 of tho respective States. The population of the States shall be
determined o the basis of the latest figures certified by the Seerctary
of Commerce. ’ ‘ ‘
“(b) Any amount allotted to n 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 {ems (and for such years only), in addition
to thoe 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 Seeretary 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 sume period. :

“GENERAL PROVISIONS RELATING TO LOAN GUARANTEES AND LOANS

“Sec. 1622. (a) (1) The Seccretary 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-
cialinterests of the United States and are otherwise reasonable, includ-
ing a defermination that the rate of interest does not exceed such per
centum per annum on the principal obligation outstanding as the
Scerctary determines to bo 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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ot be availabie o reasonable feems and conditions without the
saeanlec uncder this part,
lL"z‘.“("j!).((.‘\ \,m"il!(x\]‘ tl)"n".ll\'zl Stutes hall be vp(ith-d to recover from th(t
applicant for a Joan gizrantee under this part the :n:mmt u.l.u‘gl_s'
payment made Pt to such guarantee, unless the A'c-"rv(.u:\ ()}1
wood casse wiives stelt vight of recoverys and, upon making any such
l]h):lymcn!, the United Siates shall be subrogated to all of the rights ot:
the recipient of the pauyments with respeet to which the gnarantee was
m.}:l(ol.;) To the extent permitted by subparagraph (C), any t.ur{]ns {mi
conditions applicable 1o a loan guavantee under this part (n‘u ue n;.,.,
terms and conditions imposed mnder subpavagraph (1)) may be modi-
fied by the Seeretary to the extent he determines i to be consistent
with the financial inferest of the United States. -
SCY Any Joan puarantee made by the Seeretavy under this p.}l}f
Jbe fneontestabde (1) i the hands of an applivant on whose betea
Fhnefonarantee is made tnless the applieant engaged in frand or mis-
‘?'f'v;]yy‘i'r\'lll:\fil’ll i secaring swel rarantee, and (1) as to :my‘pv;'snn
T his sweeesor ininterest) who anakes or contracts to nntke a onf!
toy sl applicant in relianee thereon unless such pevson (or his suc-
coxeop i nterert) eneed i frand or misrgpresentation inomaking
s eomt raetings otk seeiy foan, .
”fl :‘:"l';)' Gurantees of Toans under this pavt hall Le subjeet Lo siels
Purther terms and comditions as the Seeretary defermines to he neces-
sary toassure Ut the prrposes of thistitle will e achieved. . .
S(hY (1) The Neereiavy may sot approve aloan under this part

S— : .
unle “0\) the Seerelary s veazonabny sulisfied it the 'npph(‘:]nlﬂ‘,
under the project for which the loan wonld he werde will be ab (1
fo untlse payments of prineipal and interest thereon when due, and

CE) the applicant provides the Secrefary \\jn‘l_\ '\'vnsunnb]c

assuranees that there will e avzilable to 0 el additional funds
s may be pecessary Lo complete the projeet or undertaking with
R l'c',~']u-n:l to v el sech Yo s l"wl.l(’:*(\'(l. ] .
S 2) Ny Joan nde under this part shadl (.\2 lizve s!u-h .sm'nm‘),
. ave sl marurity date, (C) B repayable in such instalhnents,
(DY Bonr interent g rate comparalde to the entreit vale of interest
prevailine. on the Jate the doan s made, with vespect 1o Joans guaran-
teed under this paris mings 3 per centnm per anium, and (19) l)(:
subicet tornch other terwe and conditions (n:-.'h:«lnlg provisions Io.x
reeovery i e e of defaslt)ons the Seerctrey deloriines to he neces-
wry to vy on the pueposes of this title while adequately protecting
Sthe eancial interests of the Uiited States, .

S The Seeretary may. for geod ciese Lat with due regand o the
tinanein] infereals of the Trited Stales walve any right of recovery
whic b Be has by resena o G failure oF o borvower {o make payments
of priveipal of awl inierest on a loan made noder this part, exeept
that if sueh Jonn s vold and garaniced, any sueh walver shall have
no elfect uport the Seeretary™s guayantee of timely paywent of principal
atd inferesf, . . . :

“(eY (1) The Seeretary shall from time to time, but with due rogrard
1o the finaneial interests of the United States, sell loans made under

“thix part either on the private market or l().illl‘,‘l"(‘(l(‘l'ﬂ] ;\:‘mun':l{
Mortgage Associntion in accorbinee with seclien 502 ‘of the 1"5“101 n
National Mor{gaze Association Charvier el or fo the Federal Finane-
ine Dank. : L. .

(2) Any loun so sold shall be okl for an amount which is L‘(]llﬂf
(or approximately equal) to the amount of the unpaid prineipal o
such lonns as of time of sale,
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“(3)(A) The Secerctary is authorized to enter into an agreement
with the purchazer of any loan sold under this pnrt under which th
Seeretary amrees—
“{1) ty guarantee to such purchaser (and any successor in
interest to such purchaser) payments of the principal and interest
payable under such loan, anc .o .
“(ii) to pay as an interest subsidy to such purchaser (and any
successor- in interest of such purchaser) amounts which, when
adided to the amount of interest payuble on such loan, are equiv-
alent to a reasonable rate of interest on such loan as deterniined
by the Secretary afler taking into account the range of prevailing
hiferest- rates in the private market on similar loans and the
:risks assumed by the United States, -~ -
(B) Anyarecement under subparagraph (A)— :

- *(1) may provide that the Secretary shall act as agent of any
such purchaser, for the purpuso of collecting from the entity to
which such Joan was made and paying over to sueh purchaser
any payments of principal and interest payable by such entity

under sueh loan;
H1

&“

(i) may provide forthe repurchase by the Seevetary of uny
such loan on such terms and eonditions as may be specified in the
nireetinendy .o ’ ' )

“(iii) shall provide that; in the event of any default by the
entity to which such Joan was made in payment of principal or
interest due on such loan, the Seeretary shall, upon notifieation to
the purchaser (or to the successor in interest of such purchaser),
have the option o close out such Joan (and any obligations of the
Secretary with respect thereto) by paying lo the purchaser (or
liis successor in interest) tha total amount of outstanding prinei- -
p:\ll and interest due thereon at the time of such notification;
and. N ' . DI

“(iv) shall provide that, in the event such loan is clased ont as
I)rovidod inclause (iii}, or in the event of any other loss incurred
iy the Seeretary by reason of the failnre of such entity to make

_payments of principal or interest on such loan, the Seeretary shall
be subrogated to all vights of such purchaser for recovery of such
loss from sueh entity, -

“(1) Amounts received hy the Secrctary as proceeds from the sale
of lonns under this subscction shall be deposited in the fund established
under subsection (). - o .

“(d) (1) There is established in the Treasury a loan and loan muar-
anteo fund (hereinafter in this subsection referred to as the ‘fund’)
which shall be available to the Seeretary without fiseal year limitation,
m such mounts as may be speeified from time to.time in appropria-
tion Acts—

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

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

“(C) for payment of interest under seetion 1620 (b) (2) onloans
guaranteed under this part,

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

(1) for payment of interest on loans which are sold and
guaranteed, . ’ ’

There are authorized to be appropriated from time to time such

amounts as may bhe necessary to provide the sums 1 rquired for the

fund. Thero shall alse be deposited in the fund amounts received by
the Sceretary in connection with loans and loan guarantees under this
part and other property or assets devived by him from his operations
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respecting suelt Joans and Joan guaraniees, including any money
derived from the sule of assets,
#(2) I at any time the sums in the funds ave insuflicient to enuble
the Seeretary—
§(.\) to make payments of interest under section 1620(b) (2),
“(13) to otherwise comply with guarantces 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 defuult by the -

entity to which the loan was made, or
“(D) to repurchase loans under subsection (c¢)(3)(1B), and
“(E) to make paynients of interest on loans which are sold and
guarantecd,

he is authorized to issue to the Secretary of the Treasury notes or
other obligations in such forms and denominations, bearing such
maturitics, and subject to such terms and conditions, as may be pre-
scribed by the Secretary with the approval of the Secrctary of the
Treasury. Sucli notes or other obligations shall bear interest at o
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 a public debt transaction the proceeds from the sale of any
securities issued under the Second Liberty Bond Act, and the pur-
poses for which the securities may be issued under that Act are
extended to include any purchase of such notes and obligations. The
Secretary of the Treasury may at any time sell any of the notes or
other obligations ac uircg 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) therce are authorized to be appropriated to the
fund, such sums as may be necessary for the fiscal years ending
June 30, 1973, June 30, 1976, and June 30, 1977.

“Part D—Prosrcer Grants
“PROJECT GRANTS

“Sec, 1625. (8) The Sccretary may make grants for construction
or modernization projects designed to (1) eliminate or prevent immi-
nent safety hazards as defined by Federal, State, or local fire, building,
or life safety codes or regulations, or (2) avoid noncompliance with
Statoe or voluntary Jicensure or accreditation standards. A grant under
this subsection may only be made to a State or political subdivision of
a State, including any city, town, county, borough, hospital district
authority, or public or quasi-public corporation, for a project described
{)n the preceding sentence for any medical facility owned or operated

¥ it. :
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(b)Y An apphication for a grant under subseetion (a) may not be
approved under seetion 1604 unless it containg assurances satisfuctory
to the Scerelary that the applicunt making the application would not
be able to complete the project for which the application is submitted
without the geant 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 un area determined by the
Sceretary to be an urban or rural poverty area, in which case the
grint may cover up to 100 per centum of such costs. .

“(d) Of -the sums appropriated under section 1613 for a fis~ul
year, there shall be made available for grants under subsection (a) for
such fiseal year 22 per centum of such sums.

“Part E—Generan Provisions

. HIUBICIAL REVIEW
“sre. 130, 1f—
“(1) the Secretary refuses to approve an application for a
project submitted under section 1604, the State Ageney through
whicli such anplication was submitted, or
“(2) any State is ‘dissatisfied with, or -any entity will be
adversely ailected by, the Seeiretary’s action under section 1612,
such State orentity, : '
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 petition with such conrt 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 Dby him for that
purpose. The Secretary thereupon shall file in the court the record
of the proceedings on which he hased 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 allirm the action of the Sceretary
or to sct it aside, in whole or in part, temporarily or permanently,
but until the filing of the recovd, the Necretary may modify or set
aside his order. The findings of the Secretary as to the fucts, if
supported by substantinl evidence, shall be conclusive, but the
vourt, for good cause shown, may remand the case to the Scerctary
to take further evidence, and the Secretary may therenpon make new
or modified findings of fact and may modify his previous action,
and shall iile 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 judement of the court
aflicming or setting.aside, in whale or in part, any action of the
Seeretary shall be linal, 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 Cade. The commencement of pro-
ceedings under this section shall not. unless so specifieally
ordered by the Court, operate as a stay of the Secretary's action.

YRECOVERY

“Sec. 1631, (a) 1f any facility constructed, modernized, or con-
verted with funds provided under this title is, at any tume
within twenty vears afrer the completion of such construction.
modernization, or conversion with such funds—

“(1) sold or transferred to any person or entity () which
is not qualified to file an application under seetion 1604, or (B)
which is not approved as a tennsferee by the State Ageney of the
State in which sdeh facility is located, or its successor; or
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“(2) not used as a medicnl 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 agrecment
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 us constituted an approved project or projects,
as the amount of the Federal participation bore to the cost of the
- eonstruction, modernization, or conversion of such project or projects.
Such right of recovery shall not constitute a lien upon such facility
prior to judgment, ) . L.
“(b) The Sceeretary may waive the recovery rights of the United
States under subscetion (a) with respeet to a facility in any State—
(1) if (as determined under regulations preseribed by the
Sceretary) the amount which could be recovered under subscetion
(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 Iealth Coordi-
nating Couneil for such State us consistent with the State health
plan established pursuant to scetion 1524 (e); or )
“(2) if the Sccretary determines, in accordance with regula-
tions. that there is good cause for waiving such requireient with
oo+ respect tosuch faeility.
“ 11 the amount which the United States is entitled to recover under
subscetion (a) exceeds 90 per centum of the total cost of the con-
struction or modernization project for a facility, a waiver mnder this
subsection shall only apply with respeet to an mmount which is not
“more than 90 per centum of such total cost. The Seeretary may not
waive n right of recovery which arose one year before the dute of the
_enactment of this title.

“STATE CONTROL OF OPFRATiONS

“Spe, 1635, Except as otherwise specifically provided, nothing in
this title shall be construed as conferring on any Federal officer or
employec the =ight to exereise nny supervision or dontrol over ihe
- administraticn, personnel, muintenance, or cperation of any facility

with respeet to whick any funds have been or may be expendeld under
~ this title. - -
“DEFINITIONS

“Skc. 1€33. For the purposes of this title—

“(1) The tern ‘State’ iucludes the Commonvwealth of Puerto Rico,
Guam, American Same a, the Trust Territory of the Pacifie Islands,
the Virgin Islands, an-i the District of Columbuia.

%(2) The term ‘Federal share’ means the proportion of the cost of
a medical facilities project which the State Agency determines the
Fedcral Government will provide under allotment payments or 2 loan
or lnun guarantee under this title, except that-—

“(AY) in the ease of a modernization project—
. (i} described :n section 1604(8) (2)(B), and
g “(i1) the apmlication for which received a waijver under
oo oo soction 1604(D) (2, (A), '
the proportion of tie cost of snch projeet to be paid by the Fed-
eral Governmert urder silotment paymeris or & loan may not

excead $20,000 and may not exceed 100 per erntum of thoy first.

$6,000 -of the cost el such projes and 6634 per centwn of ile
next 21,000 of such cost, . :

© “(B) in the case of a project {(other than a prdject deseribed
in subparagraph (A)) to be assisted from an allottaent. made
under pare B, the proportion of the cost of such project,to be paid
by the Federal Government may not exceed 6634 uuless the proj-
cet 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 Federnl Government may be
100 per centum, and .- i e - SRR ’
ok ZC) in the case of a project (other than a project deseribed
—insubpavagraph (A)) to be assisted with a loan or loan guarantee
made under part G the principal amount of the loan dircetly
made or guaranteed for such project, when added to any other
. .assistance, provided the project undér this titls, may not exceed
90 per centum of the cost- of such project unless the project is
located in-an area determined by the Seeretary to be an urban ov
rural. poverty avea, in which cusa tho prinetpal mmount, when
added to other assistance-under this ti(L, may cover up to 100
«percentum of the cost of the project, AR ' ‘
- (3) The. term: thospital. ineludes general, tuberenlosis, and other

types of hospitals, and related faciiives, sneh as laboratories, out-

patient departments, nurses’ home facilities. extended eare facilities,
facilities related to programs for home health services, self-care units,
and central Service. facilities. opwated in canneetion with hospitals
and also includes education or training facilities for health pmfnsf
sonal personnel operated as an integral pasct of a hospital, bat does
not inelnde any hospiial furnisihye primaniy donticiliary eare, '
) The term ‘public health center” means w publiely owned facil-
ity {or the provision of pubiic health werviees, inclinitig related pub-
liely owned facilities such as laborats vies, elinics, and administrative
oflices operated in connection with such a facility, Co
“{5) The term *nonprofit’ as applied te any facility means a facility
which is owned and operated by one or maore nonprofit corporations
or assoctations no part-of the net earnings of which inures, or m;.1y
Jnwfully inure; to the benefit of any private shareholder or individusl.
“(6) The term ‘or(patient medical facility’ means a medieal facility
(located in.ot apairt from w hospital) for the dingnosis or dingnosis
and treptment: of mbulatory patients (including ambulatory
inpatier's)— o : ”
#(.\) whienh:ic operated in connection with a Yospital,
w L YB) in which patient care is under the p.ofessional supervi-
sion of persons licensed to practice medicine or surgery in the State
or in the case of dental dingnosis or (reatment, under the profos:
sional supervision of persuns licensed to practice dentistry in the
State; or- : :
-+ #(C) whicii offers to patients not requiring hospitalization the
“services of licensed physicians La varions medieal specialties, and
which provides to- its patients a reasonably full-range of diag-
nosticand treatzaent services,. - "
“(7y The term ‘rekabilitaiion facility’ means a facility which is
operated for the primary purpose of assisting 1n the rehabilitation of
disabled persons through an integrated program of— ’ '
: ::(.-\.; ‘medieal evaluation and services, and
(B) psychological, social, or vocational ‘evaluation and
_ services, '
und-r competent professional supervision. and in the ease of which
the major portion of the required evaluation and services is furnished
within the facility; and oi(émr the fucility 1s operated in connection
with a hospital, or all medical and related health services are pre-
-~ribed Ly, or are under the generzl divection of, persons licensd to
~tee medicine or surgery inth-: Stain,
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“(8) The term ‘facility for long-tern care’ means a fucility
(including a skilled nursing or intermediate care facility) providing
in-patient care for convaiescent or chronic disease patients who
requived skilled nursing or intermedinte care und related medical
serviees—

“{A) which is a hospital (other than a hospital primarily for

the caro and treatment of mentally ill or tuberculous patients)™ - 7

orisoperated in connection with a hospital, or

“(B) in which such care and medical services are Prcscribed
by, or are performed under the general direction of, persons
hicensed 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 previously provided in the com-
m\miti', equipment of any bLuildings; including architects’ fees, but
excluding the cost of ofl-site improvements and, except with respect
to Public health centers, the cost of the acquisition of land,

“{10) The term ‘cost’ as applicd to construction, modernization, or
conversion means the amount found by the Seerctary to be necessury
for construction, modernization, or conversion, respectively, under a
project, except that, in the case of & 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 eapacity
of any facility.

“(11) The term ‘modernization’ includes the alteration, expansion,
mn]ior repair (to the extent permitted bK regulations), remodeling,
replacement, and renovation of existing uil(fings (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 cxceed 1 per centum of the
value of the Jand) as the Secretary finds suflicient 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 () twenty years in
the case of & project assisted under an aflotment or grant under this
title, or (B) the teim of repayment of a loan made or guaranteed under
this title in the case of a project assisted by a loan or loan guarantee,

“(13) The term ‘medical facility’ means o lms})ita], public health
center, out pationt medical facility, rehabilitation facility, facility for
long-term. care, or other facility (as may be designated by the
Secretary) for the provision of health care to ambulatory F:mcms.

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

“(15) The term ‘urban or rural poverty area’ means an urban or
rural geographical area (as defined by the Seerctary) 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 Sccretary of Commerce). The percentage
referred to in the preceding sentence shall be defined so that the
percentage of the population of the United States residing in urban
and rural poverty areas is— .

“(A) not more than the percentage of the total population of
the United States with incomes Lelow 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 Seeretary as
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SEPINANCIAL STATEMENTS, RECORDS AND AUDIT

sspes 1654, (a) T the case of any facility for which an allotment
paynent, grant, loan, or loan guarantee has been made under this title.
the applicang for such payment, grant, loan, or loan yuarantee (or, if
appropriate, such other person as the Sceretary may preseribe) shall
file at leust annually with the State Agency for the State in which.the
facility is located a statement which shall be in such form, and con-
tain such information, as the Secretary may require to accurately
show— c :

*(1) the finuncial operations of the facility, and
#({2) the costs to the facility of providing health services in the
facility and the charges made by the fucility for providing such
SOPVICes,
during the period with respeet to which the statemeng is filed.

“(1Y (1) Euch entity receiving Federal assistance under this title
shall keep such vecords as the Seeretary 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 ov used; the amount
of that portion of the cost of the project sunplied by other sources, and
sucli other records as will facilitate an etfective audit.-

“(2) The Scerctary. and the Comptroller General of the United
States, or any of their duly authorized represencatives, shall have
access for the purpose of audit and examination to any books, docu-
ments, papers, and records of such entities whieh in the opinion of
the Seecretary or the Comptrollier General may be reluated or pertinent
to the assistance referred to in paragraph (1),

“(c) Each such entity shall file at lease annually with the Secretary
a statement which shall be in such form. and contain such information,
as the Secretary may requireto accurately show—

%(1) the financial operations ol the facility constructed or
modernized with such assistance, and ;

“(2) the costs to such facility of providing health services in
such facility, and the charges made f[or such services, during the
period with respeet to which the statement is filed,

STECHINICAL ASSINTANCE

“NEce. 1635, The Secretary shall provide (either through the Depart-
ment of Iealth, Education, and Welfare or by contract) all necessary
technival and other nonfinancial assistance to any public or other non-
profit entity which is eligible to apply for assistunce under this title to
assist such entity in developing at)plicutions to be submitted to the
Seeretary under seetion 1604, The Secretary shall make every eflort to
ir}florm cligible applicants of the availability of assistance under this
title.

“Par F—Aren Hreavrir Services Deveroryext Fuxps

“PEVELOPMENT GRANTS FOR AREA IIEALTIL SERVICES DEVELOPMENT
) FUNDS :

“Src. 1640, (a) The Secretary shall make in each fiscal year a grant
to cach health system agency— '
“(1) with which there is in effect a designation agreement under
section 1515(c),
“(2) which has in eflect an HSP and AIP reviewed by the
Statewide Health Coordinating Council, and
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“(3) which, as determined under the review made under see-
tion 1533 (c), is organized and operated in the manner prescribed
by section 1512(b) and is performing its functions under section
1513 in & munner satisfactory to the Sceretary,

to enable the ageney to establisl and maintain an Area Iealth Serv-
jces Deveiopment Fund from which it may make grantsand enter into
contracts in accordance wirh zection 1513(c) (3). ]
#(b)(1) Except as provided in paragraph (2), the amount of any
grant under subssction () shall be determined by the Seeretary after
taking into consideration the population of the health service arca for

whicli the heaith systems sgency is designated, the average fnmily

._income of the area, and the =u pply of liealth services in the area.

“(2) The amount of any grant under subsection (a) to a lmalth
systems- ngeney fov any fivenl year may not exeeed the product of
$1 and the popslation of the health service-area for which such
agency is designuted, : . .

“(¢) No grant may be made under subsection (1) unless an appli-
cation therefor La= heen snlnnitted to, und upproved by, the Secretary.
Such an application shall Te =ubmitted in such form and manner and
contain such information o< 1he Secretaty may require.

“{d) For the purpose of ninking payments pursuant to grants under
subseetion (a). tiwre ave anthorized 1o be appropriated §25,000,000
for the fiseal year ending June 80, 1975, §75,000,000 for the fiscal year
ending June Bu. 1976, and 120,000,000 for the fiscal year ending
June 30, 1977.7

MISCILLANEOUS AND TRANSITIONAL PROVISIONS

Sec. 5. (a) (1) There are autherized to bo appropriated for the fiseal
year ending June 30, 1970 0nd the next fizeal year sueh sums as mu?'
e necessary to nike grans under section S14(a) of the Public Tlealch
Service Acl, except that no rrant made to a State with funds appro-
wiated under s paragraph shall be available for obligation

Loyund—— : : .

(A) three months after the date on which a State health
planning and developwent ageney is designated for such State
undersection 1121 of sach Aet, or

(13) June s, 1976,
whichever is later,

~(2) ‘There e authorized to be approprinted for the fiseal year -

ending June 3, 1975, and the next hiseal year sueh sums as may be

necessary 1o made grant< undeére seetion 301 of the Public Health

Service Act for experimentad health services delivery systems, section
314(L) of such Ao, and tirle IX of such Act, except that no grant
matde with funds ppropriatd nnder this paragraph shall be available
for obligation beyond the Gier of () June 80, 1976, or (13) three
months after the date o which a health svstems agency has been
destgrnated under section 1115 of such Act for o health service area
which includes ihe area of the entity for which a grant is made under
such section 304, 51 (h),ortitle IN, :

(b) Any State which has in the fiseal year ending June 30, 1975,
or the next fiseal year fonds avai’able for obligation from its allot-
ments under put A of title V1 of the I’ublic Health Service Act may
in such fiseal yenr use for the proper and efficient administration
during such year of its State plan approved under such part an
amount of such funds whicl does not exceed ¢ per centum of such funds
or $100,000, whichever is less,

g
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(¢) A referencoinany lnw or regulation—. : -

(1) to the agency of a State which administers or supervises the
administration of a State’s health planning [unctions under a
State plan approved under section 314(a) of the Public Iealth
Service :Act shall in the case of » State for which a State Health
planning and development agency has been designated wnder
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 arca plan or
Pluns referred to in section 814 (b) of the Public Health Service
~Act shadl if all or purt of the aren covered by such plan or plans
is within a health service area established -under section 1511 of
the Public Health Service Act be considered n reference to the
health systeins agency designated under section 1515 of such Act
for stich bealth service area; and
{3) to a regional medical program assisted under title IX of
the Public Health Service Act shall if the progran is located in
o State for which a State health planning and development agency
has been designated under section 1521 of the Public IIcalt{l
Service Act be considercd a reference to such State ageney.
(d) Section 316 of the Public Health Service Act is repealed.

ADVISORY COMDMITTER

Sec. 6. (a) An advisory committee established by or pursuant to
the Public Health Service Act, the Mental Retardation Facilitics and
Community Mental ITealth Centers Construction Act of 1963, or the
Comprehensive Aleohol Abuse and Aleoholism Prevention, Treat-
ment, and Rehabilitation Act of 1970 shall terminate at such {ime
as may be specitically prescribed by an Act of Congress enacted after
the date of the enactment of this Act. ) . :

{b) The Sceretary 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-
mittes on Interstafe and Foreign Commerce of the House of Repre-
sentatives (1) the purpose and nse of each advisory committee
established by or pursnant to the Public Iealth Service Act, the
Mental Retardation Facilities and Community Mental Health Cen-
ters Construcetion Act of 1963, or the Comprehensive Aleohol Abuse
and Aleoholism Prevention, Treatment, and Rehabilitation Aet of
170 and (2) his recommendations respecting the termination of
each such advisory commiittee,

AGENCY REVORTES

See, 7. The Secevetary of IHealth, Kdueation, and Welfare shall
report, within one year of the date of the enaectment of this Act, to
the Committee on Labor and Public Welfare of the Senate and the
Committee on Interstate and Foreign Commerce of the ITouse of
Representatives (1) the identity of cach report required to be made
by the Scerctary under the Publie Tiealth Service Aet, the Mental
Retardation IFacilities and Comnunity Mental ITealth Centers Con-
struction Act of 1963, or the Compreliensive Alcohol Abuse and
Aleoholism Prevention, Treatment, and HRehabilitation Act of 1970
to the Congress (or any committee thereof). (2) the provision of such
Aets 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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Socrctmx under this section may include such recommendations as
ho considers appropriate for termination or consolidution of any such
reporting require:nents,

TECIINICAL AMENDMENT

Seo. 8. Section 1305(b) (1) of the Public Health Servico Act is-
amended to read as follows: '

%(b) (1) Excc%)t as provided in paragraph (2), the agzregate amount
of principal of loans made or guaranteed, or both, under this section
for & health maintenance organization may not excced $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.”

Approved January 4, 1975,
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