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MINUTES OF THE HOUSE COMMITTEE ON PUBLIC HEALTH AND WELFARE

The meeting was called to order by Marvin Littlejohn at
Chairperson

1:30 4 4//pm. on February 14, 1983in room _423=5 _ of the Capitol.

All members were present except:

Committee staff present: ~Bill Wolff, Research Department
Bruce Hurd, Revisor's Office
Sue Hill, Secretary to Committee

Conferees appearing before the committee:

Ron Schmidt, Ks. Dept. of Health and Environment
Barbara Sabol, Secy. of Dept. of Health and Environment

Visitor's register, see (Attachment No. 1.)

Chairman called meeting to order.

Hand-outs from Kansas Department of Health and Environment given to
Committee members. See (Attachments No. 2., and No. 3.).

Chairman introduced Ron Schmidt of the Ks. Dept. of Health & Environment
to brief committee on the Kansas Certificate of Need Program.

Mr. Schmidt gave a very comprehensive review on the Certificate of Need,
(CON). See attachment No. 2. for further detailed information.

Secretary Barbara Sabol requested a bill, per attachment, (see Attachment
No. 4.), to address Nurse-Aide training that would require a minimum O

40 hours training within the first week, or 2 weeks employment and before
theyvy are allowed to provide any hands-on care to residents, with the
balance of their training to follow.

Representative Branson moved to introduce such a bill, seconded by Rep.
Blumenthal, and the motion carried.

Rep. Long requested a bill in include Reyve's Snydrome as a reportable
disease, seconded by Rep. Buehler. During discussion, Dr. Joseph G.
Hollowell, (Div. of Health), was asked how these diseases were designated,
and Dr. Hollowell informed committee that reportable diseases are done

by the Rules and Regulations.

At that point, Rep. Long asked that a concurrent resolution be introduced.
He moved to direct the Department of Health and Environment to include
Reve's Snydrome as a reportable disease. Motion seconded by Rep. Buehler,
and motion carried.

Meeting adjourned by Chairman.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for

editing or corrections, Page 1 Of 1
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THE KANSAS CERTIFICATE OF NEED PROGRAM

A Briefing Report
for the
House Public Health and Welfare Committee

February 14, 1983

Prepared by:

Office of Health Planning
Kansas Department of Health and Environment
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KANSAS CERTIFICATE OF NEED PROGRAM
INTRODUCTION

Why would a state decide to restrict entry of new health care institutional
services into the marketplace? There are a number of reasons for this choice
that have been discussed over the years, but the primary reason is to help
restrain unnecessary increases in health care costs and expenditures.

First, let us look at the trends in health care costs and why the increases
have occurred. Then, let us look at the Kansas Certificate of Need Program,
and examine how it affects expenditures and what its performance has been.

The Department has just completed an update of the Kansas Health Care
Expenditures Report. Clearly, we continue to have dramatic increases in health
care costs. Kansans spent nearly $2.6 billion in 1981, wup 14 percent from
1980. This amounts to $1,079 per capita.

The greatest portion of dollars goes to hospital care; 46 percent, or nearly
$§1.2 billion, This amounts to $491 per capita, up more than 15 percent from
1980. Spending for physicians' services came in second; 19 percent, or $469
million, up nearly 12 percent from 1980. Nursing home care came in third; ten
percent, or $241 million, up nearly 14 percent from 1980. The following two
charts graphically display the increases and how the dollars were spent from
1974 to 1980.

TOTAL HEALTH CARE EXPENDITURES
KANSAS, (974 -1980
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Note Gross State Product in 1980-$26 Billion (preliminary figure)
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PERSONAL HEALTH CARE EXPENDITURES BY TYPE
KANSAS, SELECTED YEARS, 1966 -1980
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Why Have These Increases Occurred?

The factors that cause continued increases in health care expenditures
include: 1) changes in the population and disease trends; 2) government
financing of health care research, facilities, and direct care; 3) the general
financing system for health care, both government and private; 4) overutili-
zation and lack of price competition; and 5) excess supply of services.

1. Population and Disease. Historically, much of the population died young;
the major problem was how to survive the first few years of life. In
1900, only four percent of the population was over age 65. Through basic
public health research producing vaccines to immunize the population,
coupled with improved personal and community hygiene and better nutrition,
many more people are living longer lives. Today nearly 13 percent of the
population 1s over age 65, However, while we have essentially conquered
infectious diseases, the problems people now face result from life-style,
environmental threats, and aging. While the major cripplers and killers
(cancer, heart disease, strokes, and accidents) generally occur as our
physical machine starts wearing out, they are exacerbated by life-style
choices such as smoking, excessive eating and drinking, and a general lack
of physical fitness. Further, chronic diseases and accidents can use
extensive amounts of medical care resources in efforts to diagnose and
treat the problems over a lifetime. Consequently, some increase in
expenditures comes from our success in solving one problem and creating
another, Clearly, people could control the demand for health care
resources through improved health behaviors.

2. Government Involvement. National public policy in health affairs changed
dramatically with the passage of Medicare and Medicaid in 1966. Through
these programs, the federal and state governments became major third-party
purchasers of health care, infusing billions of new dollars into the
health care market. Nationally, expenditures for personal health care
rose from $36.0 billion in 1966 to $132.1 billion in 1976, and to $217.9
billion in 1980.

This distribution of personal health care expenditures by source of funds
changed dramatically after 1966. The federal, state, and local government

share of expenditures increased from 21 percent in 1966 to 40 percent in
1980.

In addition to direct payments for personal health care, the government
subsidizes medical research, education, and construction of health facili-
ties. Subsidies are also provided through income tax exemptions for
health insurance premiums and tax deductions for medical expenses; the
federal tax revenue loss for these items is estimated at $7.8 billion in
Fiscal Year 1977. The total annual level of direct government support to
the health industry accounts for nearly half of the total health
-expenditures, The major shift from private to public funding of health
care services underscores the importance of rising health care costs as a
public policy issue.,
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Government spending for medical education that began in the early 1970's
ls now producing the striking increases in medical manpower, both
nationally and in Kansas. Nationally, over 16,000 physicians are educated
annually. Kansas has increased its supply of physiclans by over 20,
percent in the last four years. This means there are more providers
competing for the dollars that are being spent for medical care. This is
one of the reasons why physicians are willing now to ianvest in major
medical equipment and facility services.

Further, research in the field of human biology has dominated our quest
for improved health for decades and the results of this emphasis are
appearing in the many (expensive) technological changes in medical care.
As a nation, we are spending huge sums of money on biomedical research,
one effect of which has been to increase the complexity and cost of
medical care services. :

The lack of balance in the support of research in the area of life-style
is striking., The strong emphasis on biomedical research may partially
explain the current tendency to rely on medical science to lead wus to
improved health, This is not to disparage the obvious contributions of
biomedical research and medical care to our current health status, but
only to point out the increasingly apparent imbalance in our research
efforts aimed at improving health.

Health Care Financing. Two features distinguish the health care market-
place from other sectors of the economy: a) directed demand for services,
and b) payment to the provider by a third party on behalf of the consumer.

First, the demand for services 1is said to be "directed” since the
physlcian/provider makes the purchase decisions. In the area of hospital
care, there are four participants: the physician, hospital, consumer, and
third-party payer, but the physician makes the expense-generating deci-
sions for all of them. The physician decides the types and amounts of
medical goods and services which will be purchases. A number of studies
have demonstrated that providers are relatively ignorant of costs as-
sociated with medical care.

Second, to complicate the situation further, the consumer frequently does
not directly pay the provider for the goods or services. Instead, a

_"third party,” either private health insurance or govermment, pays the

provider on behalf of the consumer, Both the consumer and the physician
are effectively insulated from the costs of the care they consume by the
prevailing third-party payment mechanisms.

Third-party payments have become the dominant financing method in the
health sector; they now pay for more than two-thirds of all personal
health care and more than 90 percent of all hospital care.

The widespread use of "first—dollar" coverage where all expenses for
hospital care and surglcal fees are covered up to a predetermined celling
is a major factor affecting consumers' decisions. Under such coverage,
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there 1s literally no relationship between cost and the consumer's
decision to seek care, nor the physiclan's decision to prescribe care.

Another major factor in escalating cost under the third-party payment
system is the method of reimbursing providers. Frequently, these payments
are made retrospectively, on the basis of actual costs incurred by the
provider. This system, combined with first-dollar coverage, limit the
provider's incentives to be cost conscious or to practice efficlent
management.

Finally, the patterns of insurance coverage have been shown to encourage
strongly the unnecessary utilization of the most expensive forms of
service, The first-dollar coverage for high—-cost inpatient services
provided by private insurance and government programs promotes their use,
while lower cost ambulatory services are either not covered or are subject
to high deductibles or shared payments. This extensive coverage for
complex and expensive medical services has understandably promoted the
availability of complex facilities and services, regardless of the
potential for more economical alternatives.

Overutilization and Lack of Competition. Increases in the quantity of

medical care services have traditionally been assumed to increase the
quality of care provided. Research is beginning to question this "more
is better" thesis and indicates that some part of the wutilization of
services 1is unnecessary or cost-—ineffective. The fact that health
maintenance organizations experience hospital utilization rates 30 percent
to 50 percent lower than traditional fee-for-service arrangements supports
the contention that hospital utilization can be safely reduced.

Price competition in the medical care sector is extremely limited. Since
the third-party system removes price as a consideration in the decision to
seek or prescribe medical care, hospitals have tended to compete by
increasing in size, technological sophistication, or prestige. The lack
of effective price competition has diminished incentives for management
efficiency and increased incentives for additional expenditures. Effec~—
tive price competition in the medical care sector would introduce
significant new incentives for improved management efficiency and market
control of available services. Prepaid alternative delivery systems are a
feasible method of intervention in this factor.

Excess Supply of Institutional Services. There is considerable evidence

of an excessive supply of hospital beds and services nationally and in
Kansas. The Institute of Medicine, in a major study of the problem in
1976, concluded:

The evidence clearly indicates that significnt surpluses of
short—-term general hospital beds exist or are developing in many
areas of the United States and that these are contributing
significantly to rising hospital costs...

According to the Kansas health systems plans, approximately 1,700 out of
the 13,521 hospital beds will not be needed.



—f—

The oversupply of hospitals and beds generates excessive costs in two
ways: a) either the productive capacity 1is wunderutilized, thereby
generating unnecessary fixed operating costs; or b) the productive
capacity 1is overutilized for care that 1s not medically necessary or
cost-effective.

This excess 1n supply with no disincentive to stop building more medical
facilities 1led Kansas and the mnation to the development of the
Certificate of Need Regulatory Program: to prevent further unnecessary
duplication of expensive medical care facilities and services.

Legislative History in Kansas

In 1967, Kansas enacted a State Health Planning Program (K.S.A. 65-190). In
1972, the first Certificate of Need Program was enacted (K.S.A. 65-2a01, et
5€ed.). This program was administered primarily by voluntary, unstaffed local
planning bodies called “comprehensive areawide health planning councils.”
Kansas had two federally-funded agencies in Kansas City and Wichita which had
staff assistance, This Certificate of Need Program provided review of new
institutional services where capital expenditures were the lessor of $350,000
or five percent of the previous year's operating budget.

In 1975, through Public Law 93-641 (National Health Planning and Resources
Development Act), Congress created a national network of regional and state
planning agencles which were charged with implementing several planning and
regulatory programs. One of these programs was Certificate of Need. 1In order
to comply with the requirements of the National Health Planning and Resources
Development Act, the 1976 Kansas Legislature passed the Kansas Health Planning
and Development Act (K.S.A. 65-4701, EE.EE&') and the Kansas Certificate of
Need Act (K.S.A. 65-4801, et seq.) which parallel Title XV of the federal law.
The Kansas Certificate of Need Program is administered according to procedures
and criteria authorized by these three laws, and regulations promulgated
pursuant to them. Nearly every year since the program was established, the
Kansas Legislature has reviewed the Certificate of Need Act and adopted
amendments to keep the Kansas program in compliance with federal laws and
regulations, or to improve program administration.

The Kansas Certificate of Need Act specifies which health facilities and
services will require Certificates of Need and specifies that a determination
of need will be based on criteria specified in the State Health Plan. The
Kansas Statewide Health Coordinating Council (SHCC) was created by the Kansas
Health Planning and Development Act and is responsible for approving the State
Health Plan and, therefore, the criteria for determining community need.

PROGRAM PURPOSE

The primary purpose of the Certificate of Need Program is to prevent further
unnecessary duplication of expensive health care resources.

This purpose is fulfilled by:

1. Requiring sponsors of new health care services to complete a plan for the
development of the service that documents need and feasibility.
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2. Providing a public process for sponsors of proposed projects to demon-
strate that community need exists for additional new health care ser-
vices.

3. Requiring that the Kansas Department of Health and Environment's decisions
be based on health policy established in the State Health Plan, which is
developed in a public forum.

<

| Therefore, this program keeps the expansion of expensive health care
‘} resources, that will later be heavily financed through tax dollars, in a
| public decision-making process.
:\/

PROGRAM ADMINISTRATION

The Kansas Certificate of Need Program 1is administered by the Kansas
Department of Health and Environment through the Office of Health Planning.
The review of Certificate of Need applications is performed in cooperation
with the state's health systems agencies, where they exist. Other consulting
agencies include the Department of Social and Rehabilitation Services' Mental
Health and Retardation Services, and Alcohol and Drug Abuse Services for
review of mental health and alcoholism and drug abuse treatment facility
projects; the Commissioner of Insurance for review of health maintenance
organizations; and the Department of Health and Environment's Office of
Facilities and Services Licensure for review of hospital and nursing home
projects.

The Department of Health and Enviromment's Certificate of Need Program Manual
for Applicants details the Certificate of Need review, criteria, standards,
and procedures, and is sent to all prospective applicants. The Kansas
Certificate of Need review process begins with a Letter of Intent submitted by
an applicant wanting to undertake a health-related project. From this letter,
the State Agency determines whether the project will require a Certificate of
Need before implementation. If a Certificate of Need is required, the
applicant then meets with local health systems agency staff (or the state
health planning staff if there is no operational health systems agency in the
area) for a preapplication conference to discuss the proposed project and the
Certificate of Need review process. The sponsor must then complete and submit
an application which is reviewed and analyzed by the health systems agency
staff, or the state health planning staff, according to the following six
review objectives adopted by the Statewide Health Coordinating Council:

- Community Need ~ Financing
- Quality of Care - Cost Containment
~ Community Support — Accessibility

In the early years of the Certificate of Need Program, a public hearing on
each application was held by the health systems agency, usually in a community
near the proposed site, During 1981, changes in the law allowed accelerated
reviews with public hearings only upon request of the applicant or other
affected parties. The health systems agency's board of directors and staff
are allowed 60 days after the official filing of an application to review it
and recommend approval, denial, or modification to the State Agency. This
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recommendation and the public record of review proceedlngs are reviewed by the
State Agency staff during the remaining 30 days of the 90-day review cycle.

At the end of 90 days, the Secretary of the Department of Health and
Eavironment must render a decision to approve, deny, or modify the appli-
cation. The applicant, or any affected party, may choose to request a
reconsideration hearing from the Secretary or appeal the Secretary's decision
to the appropriate district court.*

CERTIFICATE OF NEED PROGRAM RESULTS

The following table overviews the program activities between the date of
program commencement, February 16, 1977, and December 31, 1982. The Kansas
Department of Health and Environment has reviewed 229 Certificate of Need
applications, totaling $351,485,006 in proposed capital expenditures. Of the
229 applications reviewed, 119. were submitted by hospitals, 83 by nursing
homes, four were for ambulatory surgical centers, two for health maintenance
organizations, eight for alcohol treatment facilities, four for mental health
treatment facilities, three for a psychiatric hospital, and six for kidney
treatment facilities or programs.

FINANCIAL TIMPACT

The Certificate of Need Program approved 197 projects; approved nine projects
with modification, one of which is currently pending; and denied 23 projects,
of which six decisions were reversed and five are still pending. Therefore, a
total of 211 projects were eventually approved, resulting in the addition of
$287,222,833 in new capital investment for health care resources.

The Certificate of Need Program reduces the amount of capital investment in
health care resources 1in a number of ways. First, by requiring sponsors to
plan projects which must, in the end, document community need as established
in the State Health Plan. After sponsors complete this plan, many times
applications are not filed, or they are later withdrawn. Over the years of
program operations, 64 official withdrawals have taken place, resulting in
$41,841,013 in projects that were not undertaken.

Further, the Department of Health and Envirooment has authority to approve a
modified project. The Department has exercised this authority nine times, and
has deleted $11,547,426 for portions of projects that were overdesigned.

Finally, the Department can deny a project. The Department has denied 23
projects; subsequently, 15 denials were appealed and six denials reversed, .
four were upheld, and five are pending. Therefore, 12 projects were finally
denied, resulting in $13,062,407 of projects determined not to be needed .

*Originally, Certificate of Need Program appeals were flirst heard by the
Statewide Health Coordinating Council. Later, the review agency changed to
the Kansas Corporation Commisslon. Effective July, 1982, all appeals go
directly to district courts.
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A total of $66,450,846 in proposed new capital expenditures for health care
resources have been saved through elther modifications, denials, or with-

drawals.
CERTIFICATE OF NEED PROGRAM SUMMARY
1977 THROUGH 1982
APPROVALS MODIFICATIONS DENTALS

TOTAL Capital Capital Capital
PROJECT CLASS # # Expenditure # Expenditure § Deleted # Expenditure
Hospitals 119 105 15?,787,207 7 51,579,858 10,542,552 7 14,640,300
Adult Care 83 73 53,145,892 1 3,066,126 683,874 9 7,751,823
Homes
Psychiatric 3 1 35,310,825 - - - 2 12,584,000
Hospitals .
Kidney Disease 6 3 223,365 1 321,000 321,000 2 503,210
Treatment
Facilities
Ambulatory 4 1 - - - - 3 925,374
Surgery
Centers
Alcohol & 8 8 654,100 - -- - - -
Drug Abuse
Programs
Mental Health 4 4 1,444,500 - — -- - —
Programs
Health 2 2 - - - - - -
Maintenance
Organizations

TOTAL 229 197 248,565,889 9 54,966,984 11,547,426 23 36,404,707




APPEALS OF DEPARTMENT OF HEALTH AND ENVIRONMENT
CERTIFICATE OF NEED DECISIONS
1977 THROUGH 1982

DENIALS APPROVALS

PROJECT CLASS # $ Upheld # $ Reversed # $ Pending # $ Upheld # $ Reversed # $ Pending

Hospitals 1 7,600,000 4 3,288,300 2 3,752,000 4 13,572,008 - - 1 22,927,340

Adult Care 2 1,416,000 1 2,729,000 - - 1 6,590 - ~ - el
Houes

Psychiatric - - - - 2 12,584,000 - J— - — - _—
Hospitals

Kidney Disease 1 114,210 - — 1 389,000 - - - - - -
Treatment
Facilities

Ambulatory - - 1 600,000 - - - - - - - -
Surgery
Centers

I

]

i
—

TOTAL 5 9,130,210 6 6,617,300 5 16,725,000 5 13,578,508 22,927,340

Throughout the Certificate of Need Program's history, 21 of the Department's decislons were appealed: 15 were decisions to deay, and
six were decisions to approve. Four of the decisions to deny were upheld, six were reversed, and five are pending. Five of the
decisions to approve were upheld, and one is still pending.

The Department also received 64 letters of intent which were later withdrawn. These potential projects totaled $41,841,013.

...0'[_.
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Clearly, the Certificate of Need Program has played a role in restraining
unnecessary increases in health care costs. Particularly, when one considers
that capital investments saved will mean an even greater savings in personal
health care expenditures to operate the facilities if they had been built.

PROGRAM IMPACT ON ACCESSIBILITY AND DUPLICATION OF SERVICES

The State Health Plan and federal guidelines for health planning emphasize
accessibility for rural and low income individuals, as well as preventing
duplication of services. Thus, special concerns in conducting reviews often
occur due to the geography of Kansas. Only four counties in the state have
populations over 150,000 and are considered urban areas. Another 16 counties
have populations between 25,000 and 70,000. The remaining 85 countiles all
have-populations under 25,000 and thus, can be considered rural counties.

Examination of the Certificate of Need record for adult care homes indicates
that six of the nine denials and the one modification occurred in urban
counties or intermediate sized counties where, in addition to an excess of
adult care home beds established in the State Health Plan, a number of
long-term care continuum programs exist which reduce the need for institu-
tional services, The remaining three denials, although occurring in rural
counties, were to be located in areas where the available adult care home
bed-to-population ratio established in the State Health Plan exceeds the
standard of 90.0 beds per 1,000 persons age 65 and older.

Approvals for adult care home Certificates of Need show that 75 percent
(1,996) of additional beds approved were in counties that either had not
previously had nursing home care available or were far below the standard of
90.0 beds per 1,000 age 65 and older. Further, many of the bed additions
resulted in skilled nursing home services for areas previously underserved, or
established intermediate care facilities for the mentally retarded.* The
remaining 25 percent largely represent relatively minor bed additions (ten
beds or 1less) to existing nursing homes. In these cases, the bed additions
brought the applicant's total number of nursing home beds to 60, which
represents the maximum per nursing unit allowed by licensure regulations. The
remaining additions generally represented skilled facility services, services
for the mentally retarded, or facilities operated in conjunction with
retirement communities.

The Certificate of Need record for hospitals and all other projects indicates
that there were 136 approved applications and four denials. Two denials
duplicated services in the urban Kansas City area, while the others duplicated
services 1in countles with a medium—sized population. The location of the
denials indicates that care for rural and low-income Kansas residents clearly
has not been decreased by the program.

#The need for skilled adult care home beds and intermediate care facilities
for the mentally retarded is discussed in the State Health Plan.
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Access to sophisticated new medical technology in every Kansas county is
nelther expected nor financially feasible. Generally, primary care services
are provided in rural areas; both primary and secondary services are provided
in medium sized countiles, and urban facilities provide tertiary care services
for all state residents, as well as primary and secondary care services. Based
on this distribution, it appears that applicants within each population
category have requested and been granted Certificates of Need which appro-
priately increase accessibility to new medical technology.

Requests for equipment generally reflect health care's expanding technology.
Therefore, it is not surprising that the largest number of approvals for
equipment, approximately 70 percent, were granted to urban hospitals.

Conversely, rural hospitals requested the fewest number of Certificates of
Need for equipment. However, they showed the greatest need for construction,
as 44 percent of the expansion, -renovation, and new construction projects were
approved for these hospitals. Examination of these approved projects, on an
individual basis, indicates that with few exceptions, the approvals involved
construction of facilities to house primary care services or renovation and
expansion of existing facilities for primary care services.

With regard to the new services, the largest number of all Certificates of
Need for new services, 41 percent, were granted to regional health care
centers found in counties in the dintermediate population range. These
approvals have frequently enabled Kansas residents to receive needed services
on a regional, rather than tertiary level. Further, these approvals document
the increasing availability of specialized physician manpower.

EFFECTIVENESS OF THE PROGRAM

The Certificate of Need Program has generally achieved its purpose. Rampant
expansion of health care services has been curtailed, and accessibility of
necessary services for rural and low income residents has been maintained.
Duplication of services, in most cases, has been avoided, and costs have been
restrained to some degree. The program should be retained.

While the program continues to become more effective at preventing duplica-
tion, other factors continue to be at work to increase health care expendi-
tures:

- The increase in government expenditures for health care and health
care resources since 1966 has been a primary source of inflationary
pressure in the health system.

- The increased percentage of elderly who require medical care.

- The changes in disease trends from infections to chronic disease.

- The health implications of individual 1life-styles are dramatic.

Compared to other possible interventilons, changes 1n health-related
behavior patterns offer the greatest potential for reducling chronic
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disease and improving health, as well as hopefully reduclng the demand
for costly medical care services.

Heavy financial support of biomedical research and related increases
in supply of physician specialties have led to an emphasis on super

“high technological medicine. We must seek a new balance of research

resources devoted to all the determinants of health (life-style,
environment, heredity, and medical care).

The system of third-party reimbursement has created a health care
market where nelther providers nor consumers bear sufficient responsi-
bility for the prices of the services they provide or consume. The
financing system replaces management incentives for efficiency with
incentives to increase the costs and supply of services beyond defined
need.

The supply of hospital and nursing home beds and in the mnot too
distant future, physicians, exceeds the need. This excess supply
contributes to unnecessary utilization and rising costs.

Hospital and nursing home services are overutilized in preference to
other, lower cost alternatives. New efforts to determine the appro-
priateness of utilization must be implemented. Alternatives to costly
institutional care must be encouraged.

Normal price competition 1n the health care market 1s extremely
limited. Prepayment financing alternatives should be developed to
improve the climate of price competition.

A "loop-hole" in the current Certificate of Need Act exists that
contributes to increases in health care expenditures. Major medical
equipment purchases are only covered if a health facility is the
sponsor or if the equipment will serve inpatients.
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February 11, 1983
MEMORANDUM

TO: Representative Marvin Littlejohn, Chairman
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RE: Certificate of Need Program Briefing Materials

Attached please find the Department's Certificate of Need Program Manual for
Applicants. Since there has been considerable discussion about the

Certificate of Need process and its costs, I believe that prior to our
briefing, committee members can obtain a good foundation of knowledge by:

Step 1: Reviewing the current statute (included in the manual)

Step 2: Reviewing the process the Department has implemented to
enforce the law

On Monday, our briefing will overview the problem of health care costs,
highlight major trends affecting the increases, identify how Certificate of
Need is one part of a cost—contaimment program, and provide a report on
Certificate of Need outcomes from the beginning of the current program through
December, 1982,
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SECTION ONE
INTRODUCTION

This Manual for Applicants was designed to assure that the people of Kansas
have access to a uniform and fair process for the review of health projects.
This manual 1is available to the public and will be the basis for all
Certificate of Need review activities of the health planning organizations in
Kansas.

This manual has been developed by the Department of Health and Environment in
cooperation with the Kansas health systems agencies to assist health facility
administrators and planners to understand and plan within the requirements of
the Kansas Certificate of Need Program. The principal purpose of this manual
is to describe the procedures of the Certificate of Need Program. Applicants
are cautioned not to expect that once having followed all of the "steps" in
the review process, approval will be automatically forthcoming. The final
action on a project is based on its conformance to established review
objectives and criteria. Final decisions on projects are made by the
Department of Health and Enviromment, as the agency responsible for adminis—
tering this program.

Applicants are encouraged to communicate with the health systems agencies and
the Department of Health and Environment regarding the content and organi-
zation of the review process. The format of this document allows for changes
and updatings expected to result from this continuing dialogue around the
basic issues and problems associated with the review process. From time to
time, additions or revisions to the manual will be distributed to interested
parties.

KDH&E 9-1-82
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SECTION TWO
PROJECTS REQUIRING CERTIFICATE OF NEED APPROVAL

I. Facilities and Persons Subject to Certificate of Need Review Before
Undertaking Activities Specified in Subsection II.

A. Health Facilities
1. Medical Care Facilities
a. Hospitals
- General
-~ Special
-~ Psychiatric
b. Ambulatory Surgical Centers
Ce Recuperation Centers
2. Adult Care Homes
Qe Skilled Nursing Homes
b. Intermediate Nursing Care Homes
Co Intermediate Personal Care Homes

d. Intermediate Care Facilities for the Mentally Retarded

3. Kidney Disease Treatment Centers (including centers not located
in a medical care facility)

B. Other Facilities Subject to Review Only for Activities Specified in
II.B.(4)

l. Alcoholism Treatment Facilities
2. Drug Abuse Treatment Facilities
3. Community Mental Health Centers

C. Other Persons Subject to Review Only for Activities Specified in
II.B.(7)

II. Activities Requiring a Certificate of Need

A. A Certificate of Need is required prior to licensing or certifi-
cation under the following statutes.

KDH&E 9-1-82
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Medical Care Facilities
K.S.A. 65-428
Licensing Agency: Department of Health and Enviromment

Adult Care Homes
K. S .A.I 39—927
Licensing Agency: Department of Health and Environment

A Certificate of Need is required before any person undertakes any
of the following projects except as provided in II.B.(10).

1.

2.

3.

The construction, development, or other establishment of a new
health facility.

The construction, development, or other establishment of addi-
tional bed capacity in a health facility, except that the State
Agency may exempt some such projects from Certificate of Need
review (see Section Five).

The offering of a health facility service which was not offered
on a regular basis within the 12-month period prior to the time
such service is proposed to be offered if the annual operating
budget of the proposed service exceeds $250,000.

Any capital expenditure in excess of $600,000, made by or on
behalf of a health facility; community mental health center
required to be licensed pursuant to K.S.A. 75-3307b; treatment
facility for drug abusers required to be licensed pursuant to
K.S.A. 65-4601, et seq.; or a treatment facility for alcoholics
required to be licensed pursuant to K.S.A. 65-4012, et seq.;
except for expenditures made solely for site acquisitions or
for the termination or reduction of beds or services which
previously had been provided in the facility.

Any capital expenditure by or on behalf of a health facility in
excess of $400,000 for the purchase of major medical equipment.

An acquisition made by or on behalf of a health facility under
lease or comparable arrangement, or through donation, which
would have required a Certificate of Need if the acquisition
had been by purchase.

The acquisition of major medical equipment by any person, if
such equipment will be used to provide health facility services
to persons admitted to a health facility.

Any expenditure in excess of $600,000 made by or on behalf of a
health facility in preparation for the offering or development
of a project requiring a Certificate of Need.

KDH&E 9-1-82
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The permanent redistribution of bed capacity among different
licensure categories in a health facility, except for any
distribution resulting from a decision of the State Agency
which is responsible for Medicaid certification.

Certain projects involving health maintenance organizations are
exempt from Certificate of Need review after an exemption is
granted by the State Agency pursuant to K.A.R. 28-42-10(a).
Projects which are not exempt are reviewed in accordance with
criteria outlined in K.A.R. 28-42-10(c).

KDH&E 9-1-82



I.

-5-

SECTION THREE

PROGRAM PROCEDURES FOR AREAS WITH A DESIGNATED HEALTH SYSTEMS AGENCY

Preapplication Process

The preapplication process includes project planning, submission of a
Letter of Intent, and conference(s) with the health systems agency (see
Appendix C for areas with a designated health systems agency).

A. Letter of Intent

l.

2.

The Letter of Intent is used to determine whether a Certificate
of Need is required for the project and to provide information
for the preapplication conference.

All Letters of Intent must be completed in accordance with the
format and content requirements as specified in Section Twelve.

The sponsor shall submit a Letter of Intent to the State Agency
and the appropriate health systems agency as early as possible
in the sponsor's planning process, but at least 30 days prior
to the submission of an application.

Within ten days after the Letter of Intent is received, the
State Agency will determine, after consulting with the appro-
priate health systems agency, 1if the project requires a

Certificate of Need and will notify the sponsor and the health

systems agency. The State Agency may also identify issues that
should be considered during the preapplication conference.

Any Letter of Intent not followed by an application within six
months may be considered withdrawn by the State Agency. When
the State Agency fails to receive an application within six
months of the date on which a Letter of Intent is received, it
will contact the sponsor in writing to determine the status of
the project. A Letter of Intent will not be withdrawn provided
that the information contained in the document {is still
accurate and the sponsor intends to submit an application in a
timely manner.

B. Preapplication Conference

l.

After the State Agency has determined that a Certificate of
Need is required for a project, the sponsor shall schedule a
preapplication conference with the health systems agency.

The health systems agency may invite other participants, e.g.,
other affected health care facilities or programs and other

KDH&E 9-1-82
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agencies involved in the review process, including the State
Agency.

3. The health systems agency shall promptly inform the State
Agency by letter of the issues discussed and results of the
conference.

4. The agenda shall include, but not be limited to, the following.
a. Explanation of Certificate of Need procedures.

b. Discussion of review objectives and criteria and applicable
plans, including:

(1) relationship to the State Health Plan, health systems
plan, and the sponsor's long-range plan;

(2) practical alternatives to the project in terms of
cost, efficiency, and appropriateness; :

(3) if new construction is proposed, alternatives such as
modernization or sharing arrangements considered and
implemented by the sponsor;

(4) problems that patients will experience in terms of
cost, availability, or accessibility in obtaining the
type of health care service being proposed in the
absence of the proposed new service; and,

(5) if the project involves an existing facility, the
facility's conformance or nonconformance to current
licensure or certification standards.

5. Any assistance in developing an application by the health
systems agency or State Agency in no way implies approval or
disapproval of the application.

II. Application Process

There is one application form required for all sponsors. The State
Agency will supply the form and instructions for projects which require a
Certificate of Need. There are 12 application cycles each year, each
beginning on the second Monday of each month.

A, Submission of Application
l. All applications must be completed in accordance with the
format and content requirements as specified in Sections Twelve

and Thirteen of this manual.
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2. The State Agency must receive three copies of the application
by the beginning of the application cycle in which the sponsor
wishes the application reviewed (i.e., the second Monday of the
month). Additional copies (up to a maximum of 20) must be sub-
mitted to the appropriate health systems agency, as requested.

Review for Completeness and Filing of Applicatioms

When the State Agency and the health systems agency receive a
Certificate of Need application, the first step is to review the
submitted materials for completeness. The purpose 1s to determine
whether the application contains the information necessary to reach
findings: concerning the review objectives and criteria set forth in
Section Seven.

l. Before an application is filed for review, the State Agency
shall determine whether it is complete. The State Agency shall
consult with the appropriate health systems agency prior to
making this determination.

2. Applications determined to be complete as submitted shall be
filed on the 15th day of the applicable application cycle,
i.e., on the fourth Monday of the month.

3. If an application is determined to be incomplete as submitted:

a. the State Agency shall request the specific information
required to complete the application;

b. the sponsor shall submit requested information simultane-
ously to the health systems agency and State Agency;

Ce if the additional information satisfies the request made
by the State Agency, the application shall be filed in the
first application cycle beginning after the date omn which
the additional information was received;

d. if the additional information does not satisfy the request
made by the State Agency, the procedure described 1in this
gsubsection for applications determined incomplete shall be
repeated until the application is deemed complete and
filed by the State Agency; and,

e. if, after three months, a sponsor has not responded to a
request for additional information, the State Agency may
notify the sponsor that the application is considered
withdrawn. When the State Agency fails to receive addi-
tional information within three months of the date on
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which the request was made, it will contact the sponsor in
writing to determine the status of the project. An
application will not be withdrawn provided that the
sponsor intends to submit the additional information in a
timely manner.

Review Process

There are two parts to the review process: the health systems agency
conducts a review and submits recommendations, and the State Agency
conducts a review and makes a decision.

A.

The filing of an application by the State Agency on the fourth
Monday of the month shall begin the 90-day review period.

1. The State Agency shall notify the sponsor and appropriate
health systems agency that the application has been filed. A
copy of the filed application will be included with a notice to
the health systems agency conducting the review. '

2. The State Agency shall promptly publish notice of each appli~-
cation filed. Such notices shall be published in newspapers of
general circulation in the geographical areas to be served by
the projects, and in the Kansas Register.

3. The health systems agency conducting the review shall notify
all directly affected persons that the application has been
filed. '

All completed applications reviewed in the same cycle which pertain
to similar types of services, facilities, or equipment affecting the
same health service area as determined by the State Agency shall
be considered in relation to each other. Those services which shall
be considered in relation to each other shall include at least the
following: general medical-surgical, psychiatric, obstetric, pedia—-
tric, skilled nursing, and intermediate care.

The health systems agency shall review applications in accordance
with its procedures established pursuant to K.S.A. 65-4807 and shall
submit its record of the review proceedings, findings, and recom-
mendations to the State Agency in accordance with K.A.R. 28-42-7(a)
within 60 days of the filing date of the application.

The State Agency shall review the application and the review record
submitted by the health systems agency, in accordance with K.S.A.

1. A public hearing may be conducted by the State Agency for good
cause shown as specified in K.A.R. 28-42-7(d).
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within 90 days of the filing date of the application, the State
Agency shall issue an order to approve, approve subject to
modification, or deny the application.

If the State Agency does not issue its decision within 90 days
of the filing date of the application, the sponsor may bring an
action in the appropriate State Court to require the State
Agency to approve, modify, or disapprove the application.

If the State Agency's decision differs from the recommendation
of the health systems agency, the State Agency shall submit to
the appropriate health systems agency a statement of 1its rea-
sons for making such decision.

Any Certificate of Need decision 1issued within the 90-day review
cycle shall not become effective until 30 days after the decision is
issued. During the 30~day period, requests for reconsideration of
the decision, or appeals of the decision, may delay the effective
date of the Certificate of Need decision. (see Section Five of this
manual).
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SECTION FOUR
PROGRAM PROCEDURES FOR AREAS WITHOUT
A DESIGNATED HEALTH SYSTEMS AGENCY

Preapplication Process

The preapplication process includes project planning, submission of a
Letter of Intent to the State Agency, and conference(s) with the State
Agency if a Certificate of Need is required. All preapplication activi-
ties shall be identical to those specified in Section Three (I.), except
that representatives from the State Agency will assume all responsibili-
ties formerly carried out by the health systems agency. (See Appendix C
for health service areas without a designated health systems agency.)

Application Process

All application procedures shall be identical to those as specified in
Section Three (II.), except that no representatives of the health systems
agency will participate in this process. In addition, the State Agency
may request as many as 20 copies of an application.

Review Process

A. The filing of an application by the State Agency on the fourth
Monday of the month shall begin the 90-day review period.

1. The State Agency shall notify the sponsor and all directly
affected persons that the application has been filed.

2. The State Agency shall promptly publish notice of each appli-
cation filed. Such notices shall be published in newspapers of
general circulation 1in the geographical areas served by the
projects, and in the Kansas Register.

3. All other review procedures shall be as those specified in
Section Three III.A. and B.; the following shall apply in lieu
of items III.C. and D.

B. The State Agency may conduct a public hearing during the review
period either on its own motion or upon the request of any directly
affected person. If a hearing is to be conducted, the following
procedures shall apply.

1. The State Agency shall provide notice of the public hearing to
directly affected persons. Notification shall be received by
all parties at least 15 days in advance of the hearing date.
Public notices of the hearing shall be placed in the Kansas
Register and those newspapers in which notification was placed
at the initiation of the review period.

KDH&E 9-1-82



2.

-11-

Prior to the notification date of the public hearing, a staff
report shall be prepared by the State Agency. The report shall
include a written analysis of the proposal as it relates to the
review objectives and criteria adopted by the Statewide Health
Coordinating Council. A copy of the staff report shall be sent
to the sponsor, as well as to any other party upon request.

A designated staff member of the State Agency shall conduct the
public hearing, which will allow participation by all directly
affected persons.

The hearing shall be recorded by a certified shorthand reporter
in accordance with K.A.R. 28-42-6.

Following the public hearing, the State Agency shall review the
application, the staff report and recommendations, and any oral
and/or written testimony received at the public hearing. The
State Agency shall then either approve, approve subject to
modification, or deny the application within 90 days of the

filing of the application.
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SECTION FIVE
RECONSIDERATION PROCESS AND APPEAL PROCESS

Reconsideration Process

Any person may request the State Agency to reconsider its decision to
approve, modify, or deny a Certificate of Need. Requests for reconsi-
deration shall be received by the State Agency no later than 15 days
after the date of the State Agency's decision and shall be granted only
if good cause is demonstrated pursuant to K.A.R. 28-42-9,

If the State Agency finds that good cause has been shown for conducting a

public hearing to reconsider its decision, it shall conduct the hearing

within 30 days of the request and render its decision upon reconsi-
deration within 45 days of the hearing (K.A.R. 28-42-9).

Appeal Process

In accordance with K.S.A. 65-4809, any Certificate of Need decision
issued by the State Agency shall take effect 30 days following 1its
issuance unless appealed to the appropriate State Court by: 1) a
sponsor, 2) the appropriate health systems agency, or 3) a health
facility which believes 1its interests are adversely affected by the
decision. Such appeals shall operate to suspend and stay the State
Agency's Certificate of Need decision pending the disposition of the
appeal.

A. Parties to the Appeal

Parties to any appeal proceedings shall be limited to the applicant,
the State Agency, the health systems agency, and the potentially
affected health facility.

B. Filing of the Appeal

All appeals of State Agency decisions shall be filed with the Clerk
of the District Court in the county 1in which the project is to be
located. The notice of the appeal shall also be served wupon all
parties to the appeal within ten days of filing with the District
Court.
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SECTION SIX »
CERTIFICATE OF NEED EXEMPTION PROCEDURES

Projects involving health maintenance organizations, and proposals increasing
capacity at a health facility may be exempt from Certificate of Need
requirements under the following specific conditioms.

bed

I. Health Maintenance Organizations

II.

A.

D.

Requests for exemptions for health maintenance organizations
(HMO's), under the provisions of K.A.R. 28-42-10, must be submitted
at least six months prior to the planned implementation date of the
proposed project, in order to allow time for a Certificate of Need
review to be conducted in the event that the project is not found to
qualify for an exemption. All requests must be made on the Exemption
Request Form in Section Twelve and submitted to the State Agency
and, if appropriate, the health systems agency.

Within 30 days after the Exemption Request is received, the State
Agency (after consultation with the health systems agency) will
determine if the project requires a Certificate of Need and will
notify the sponsor (and the health systems agency) of its decision.

In the event that a Certificate of Need is required, the Exemption
Request shall be considered a Letter of Intent.

Projects involving HMO's which are not exempt from review shall be
reviewed in accordance with procedures outlined in Section Three or
Four. The decision of the State Agency shall be based on the
factors outlined in K.A.R. 28-42-10(c).

Additional Bed Capacity to Health Facilities

A.

Requests for additions to bed capacity, under K.S.A. 65-4805(a)(2),
must be filed with the State Agency (and the appropriate health
systems agency). The Exemption Request Form 1s found in Section
Twelve.

Exemptions for additional beds may be granted under the following
conditions.

1. The request would add no more than ten beds, or ten percent of
the facility's licensed bed capacity in any two-year period.

2. The facility currently meets all applicable licensure stan-
dards.

3. The additional beds and rooms would meet all applicable
licensure standards.
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4. The proposed project would not meet any of the other Certifi-
cate of Need thresholds as specified in K.S.A. 65-4801, et seq.

When the State Agency receives an exemption request for additional
bed capacity, it shall notify the Office of Health Facilities to
determine whether: 1) the health facility meets all appropriate
licensure requirements of the State of Kansas; and 2) the proposed
addition will be designed to meet all appropriate licensure require-
ments of the State of Kansas, The State Agency will issue its
decision within 30 days after receipt of the exemption request.
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SECTION SEVEN
CERTIFICATE OF NEED REVIEW OBJECTIVES AND CRITERIA

The following general review objectives and criteria are to be used by the
Department of Health and Environment and the health systems agencies for the
_review of all Certificate of Need applicatioms. Each review objective 13 a
statement regarding the determinations which must be made in approving an
application for a Certificate of Need. Criteria related to each review
objective specify measurable factors to be evaluated.

The Community Need review objective is a primary concern and 1its criteria
must be satisfied if a Certificate of Need application is to be approved,
regardless of the findings on the remaining objectives and criteria. This
does not imply that a Certificate of Need must be issued if the Community Need
criteria are satisfied. ' ’

T. COMMUNITY NEED: To determine that the project is needed to correct or
alleviate a specific problem of a defined population. This does not mean
the needs of a particular health facility unless the needs of the health
facility represent needs of the service area population.

A. Service Area

The service area of the project is appropriately defined in terms of
relevant demographic, geographic, socioeconomic, and epidemiologic
factors. :

B. Problem

An assessment of the service area population demonstrates that
needed health services are unavailable or that problems exist in the
current delivery of needed health services.

C. Health Care System

An analysis of existing health care facilities and services demon-
strates that the defined problem can be most effectively corrected
by implementation of the project.

D. State and Local Health Plans

The project is consistent with the State Health Plan and appropriate
health systems agency plans.

E. Sponsor's Long—Range Plan

The project is consistent with the long-range development plan of
the sponsor.
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Special Projects

1. Those entities which provide a substantial portion of their
gervices and/or resources to individuals not residing within
the health service area shall be given special consideration.

2. Projects which present new and innovative approaches to
solving or alleviating specific problems shall be given
special consideration.

3. Biomedical and behavioral research projects which are designed
to meet a national need and for which local conditions offer
special advantages shall be given special comsideration.

4, In the case of projects proposed by osteopathic facilities,
consideration shall be given to the need for and availability
of osteopathic services in the proposed service area.

5. In the case of projects affecting health professional training
programs, the extent to which the project meets the needs of
these programs shall be comsidered.

II. QUALITY OF CARE: To determine that the sponsor will provide and

effectively manage appropriate resources required to assure high-quality
patient care.

A.

B.

Facilities

The physical plant (existing and proposed) is designed and con-
structed to comply with existing building and life safety codes
and meets all appropriate licensure and certification standards
required for the project.

EguiEment

The proposed equipment is appropriate for the project and meets all
applicable 1licensure and certification standards required for
operation.

Patient Care and Support Personnel

Adequate numbers of qualified patient care and support personnel are
available to staff the project, in accordance with appropriate
licensure and certification standards, without prejudicing the
manpower needs of other health care providers.
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D.- Continuity of Care

Tangible links to all appropriate levels of care (preventive,
maintenance, acute, and rehabilitative) are sufficient to assure the
opportunity for complete continuity of care.

COMMUNITY SUPPORT: To determine that the involvement of appropriate

providers, consumers, and local units of government is adequate to
support full implementation of the project.

A. Consumers

Individual consumers and representative consumer groups are effec-
tively involved in plapning the project.

B. Providers -

Individual providers and representative provider groups are effec—
tively involved in planning the project. '

C. Local Units of Government

Representatives of local units of government are effectively
involved in planning the project.

FINANCING: To determine the financial feasibility of the project.

A. Capital Resources

The sponsor holds reasonable commitments for all sources of capital
financing necessary to complete the project.

B. Financial Feasibility

Projected appropriate utilization and revenue are sufficient to
sustain the project and meet the financial obligations of the
Sponsor.

COST CONTAINMENT: To determine that patient charges and costs of health

care services in general are not unnecessarily increased by the project.

A. Cost~Effective Alternatives

Less costly and/or more efficient alternatives for correcting or
alleviating the defined problem do not exist or are not practicable.
The proposed project utilizes the most cost-effective financial
resources available for capital and operating needs. In the case of
new construction projects, alternatives to new construction (e.g.,
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modernization, sharing arrangements, wmergers, and consolidations)
have been considered and implemented to the maximum extent practic-
able. ‘

Energy Conservation

In the case of projects entailing new construction, renovation, and
remodeling, appropriate energy conservation measures have been
considered and implemented to the maximum extent practicable.

Patient Charges

The planned impact of the project om patient charges is reasonable,
cost effective, and will not have an unnecessary inflationary effect
on patient charges in the health care industry.

Comgetition

If services included in the proposed project are those for which
competition can appropriately allocate supply, implementation of the
project will strengthen the effect of competition in the local
health system.

ACCESSIBILITY: To determine that the project is accessible to all

residents of the service area.

A.

Underserved Persons

In comparison to their percentage of the service area population, a
substantial portion of medically underserved persons (e.g., low
income, racial and ethnic minorities, women, handicapped, and
elderly), Medicare, Medicaid, and medically indigent patients cur-
rently utilize the sponsor's services. :

Federal Obligations

The sponsor substantially satisfies its obligation under any appli-
cable federal regulations requiring provision of uncompensated care,
community service, or access by minorities and handicapped persons.

Range of Access

If practicable, the sponsor offers a range of means by which a
person will have access to its services (e.g., outpatient services,
admission by house staff, and admission by personal physician).

SHCC 1-27-82
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Statewide Health Coordinating Council's
Policy Statement Concerning
Certificate of Need Review of Projects
for Inpatient Acute Care

1. Sponsors of inpatient acute care projects shall take into consideration
the National Health Priorities (P.L. 96-79, Section 1502) and the National
Health Planning Guidelines published pursuant to Section 1501 of P. L.
96~79 in planning projects and preparing applications for Certificate of
Need. Sponsors should include in their applications an explanation of the
project's relevance to the National Health Priorities and should provide a
rationale where a project 1is not consistent with an applicable National
Health Planning Guideline.

2. Sponsors of inpatient acute care projects shall coordinate the project
with other providers of the same or similar services in the project's
defined servica area. This coordination should occur in the planning of
the project and should be documented in the application. Coordination
efforts should be aimed at achieving the most cost—effective provision of
needed services to the service area population. Sponsors should determine
the specific methods to be used in coordinating a project, however, pro
forma letters of awareness or support should not by themselves be
considered as evidence of effective coordination. Health systems agencies
should provide assistance to sponsors in planning and coordinating their
projects within the limits of available resources.

The intent of these policy statements is that the health systems agencies and

the State Agency may consider them in the review of projects, but should not
apply them as standards.

SHCC 7-26-78
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SECTION EIGHT
AMENDMENTS OR MODIFICATIONS OF
APPLICATIONS UNDER REVIEW

When the sponsor wishes to amend a project (and thus the application) during
the review process, the State Agency, after consultation with the advisory
agencies, will decide whether or not the amendment constitutes a new
application.

Procedures

If a sponsor proposes to change a project during the review process, a request
shall be submitted simultaneously to the State Agency and the appropriate
health systems agency detailing the proposed modifications. The State Agency
will consider the proposed modifications, consult with the health systems
agency, and notify the sponsor as to whether a new application review will be
necessary.

KDH&E 9-1-82
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SECTION NINE
EXTENSIONS OF CERTIFICATE OF NEED AUTHORITY

Certificate of Need approval shall expire 12 months after its effective date
unless construction has commenced pursuant to K.A.R. 28-42-12 or a request for
an extension is filed by the sponsor and approved by the State Agency. In the
case of a project not involving construction, approval shall expire 12 months
after its effective date unless implementation of the project has commenced
and is being diligently pursued, or an extension request has been submitted
and approved.

Certificate of Need approval may be extended beyond the initial expiration
date if the sponsor demonstrates that substantial and continuing progress
toward commencement of construction or implementation of the project has been
made. K.S.A. 65-4815(b) permits one extension with a maximum 12-month time
limit.

Procedures

The sponsor must submit to the State Agency and, if appropriate, to the health
systems agency, an extension request at least 60 days prior to the expiration
date. The extension request shall contain the following information.

1. An explanation why construction or implementation has not commenced and
why an extension is necessary.

2. Documentation of progress toward commencement of construction or imple-
mentation, including the present status of construction or implementation
plans, the intentions on securing necessary financing, and whether other
approvals such as building permits have been received.

3. A schedule for the proposed construction or implementation, including
obtaining the necessary approvals, securing financing, and commencing
construction or implementation.

. After receiving an extension request, the State Agency will request the health

systems agency and/or other advisory agencies to review and comment on the
requested extension. The State Agency will decide whether or not to grant an
extension after receiving these comments and recommendations.

KDH&E 9-1-82
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SECTION TEN
REVOCATION OF CERTIFICATE OF NEED AUTHORITY

In accordance with K.S.A. 65-4815 and K.A.R. 28-42-16, the State Agency may
revoke a Certificate of Need at any time if, after a hearing, the Secretary
determines that its approval was based upon evidence later found to be false,
misleading, or misrepresented.

The hearing shall be scheduled by the State Agency either upon its own motion,
or in response to a complaint filed by any person, if reasonable grounds exist
to believe that the Certificate of Need may have been approved on the basis of
such evidence,

Hearing Procedures

Notice of the hearing shall be served upon the sponsor by certified mail,
setting a hearing date at least 20 calendar days following the date upon which
the notice was mailed to the sponsor. The notice shall also outline the
reasons why the State Agency believes that the Certificate of Need may have
been based upon false, misleading, or misrepresented evidence.

A hearing officer shall be appointed to preside at the hearing and shall make
a recommendation to the Secretary that the State Agency either uphold or
revoke the Certificate of Need in question. The Secretary shall render a
final decision which shall take effect 20 calendar days following the date on
which it was mailed to the project's sponsor.

KDH&E 9-1-82
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SECTION ELEVEN

PROGRESS REPORTS AND SUBSTANTIAL COMPLIANCE WITH CERTIFICATE OF NEED AUTHORITY

I. Progress Reports

A.

' Sponsors of approved projects shall submit periodic reports of prog-

ress toward completing the project until the project is operational.

Procedures

1. Progress reports shall be submitted at least once a year,
through the completion date of the project, One of these
progress reports must be submitted at the design development
phase of the project, prior to construction bid letting. A
progress report shall also be submitted 60 days prior to each
anniversary of the certificate's effective date.

2. Reports shall be submitted to the State Agency and, if
appropriate, the health systems agency. ’

3. The reports shall include the following.
a. An overview of the implementation status of the project.

be. Adherence to original construction plans and time sched-
ule, and an explanation of any changes or delays.

C. Any changes in services to be offered.

d. Any changes in project costs with explanations.

II. Substantial Compliance

A.

The State Agency shall utilize the progress reports in determining
whether or not a project is in substantial compliance with Certifi-
cate of Need authority. A project is in substantial compliance with
Certificate of Need authority when:

1. the final project cost does not exceed the estimated project
cost by more than 20 percent, exclusive of inflationary
increases which can be documented by the sponsor; and,

2. there 1s no change in the scope of the project which, in
itself, meets or exceeds one or more of the thresholds for
Certificate of Need review, as set forth in K.S.A. 1980 Supp.
65-4805(a) (1), (2), (3), (5), (6), (7), and (8).

When a project is not in substantial compliance with Certificate of
Need authority, the State Agency will take appropriate action.

KDH&E 9-1-82
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SECTION TWELVE
CERTIFICATE OF NEED PROGRAM SAMPLE FORMS

Letter of Intent
Exemption Request for Health Maintenance Organizations
Exemption Request for Additional Bed Capacity

Certificate of Need Application Cover Page

KDH&E 9-1-82
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LETTER OF INTENT

This Letter of Intent is made in accordance with provisions of K.S.A. 65-4801, et seq., and

procedures adopted by the Kansa

s Department of Health and Environment. I hereby certify that

the statements made in this letter are correct to the best of my knowledge and belief.

Signature and Title of Responsible Officer

Telephone Date

Name of Facility, Service, or Project

9. Estimated Cost of Project: $§

ber of New Beds (net):

2.

Address (Location) of Project

County:

Legal Name of Sponsor

(
(
( ) Kianey Disease Treatment Center
( ) Drug Abuse Treatment Facility
.5\ ( Alcoholism Treatment Facility
Intermediate Care Facility
) Intermediate Care Facility for the
Mentally Retarded
( ) Skilled Nursing Facility
N ( ) Health taintenance Organizacion
( ) Community Mental Health Center

Address of Sponsor

N

( ) Intermediate Personal Care Facility
( ) other, specify: ¢

11. Medicare Provider #

Rt ——
X

5. This 1s a: ( ) Corporatiomn 12. Medicaid Provider #
( ) Indi al
( ) Partfpershi
( ) othe ciN: 13. Type of Project: (check all that apply)
( ) New Facility ( ) New Equipment
6. If incorporated, - ( ) New Service(s) ( ) Renovation
in which state: Date: ( ) Enlarge Facility ( ) Replace Equipleac
( ) Replace Facility
7. List names and titles of principal corporation ( ) Other, specify:

officers. If not incorporated, list names of

partners or controlling organization.

14. Approximate Date for Conmencing Project

15. Approximate Date for Project Completion

Facility will be operated by:

( ) Sponsor ( ) Employed Administrator

( ) Lessee ( ) Purchaser
( ) Other, specify:

16. Attach a brief (no more than five pages)
narrative description of the project io-

cluding the information specified on the
reverse side of this form.

KDH&E

9-1-82
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REQUIRED INFORMATION FOR NARRATIVE DESCRIPTION
A. Type and description of proposed construction.
B. Type and description of proposed major equipment.

C. Identify each health service or program to be added or affected. If the
proposal is a new health facility service, provide an estimate of the
annual operating expenditures of the proposed new service and include a
verification by a certified public accountant.

D. Identify the major elements in the project and estimate the cost of each
element, Specify the proposed method of financing, as well as the
“individual or organization incurring the financial obligation for the
project. List the fair market value of any acquisitions to be leased or
donated.

E. Type of license(s) and/or certification(s) required before the proposed
project can become operational. Specify the licensing agency(ies).

F. Identify the proposed service area for the project. If the project
consists of major medical equipment which will not be located in a health
facility, describe in detail the patient population to be served by the
equipment,

G. Summarize the problems or needs that this proposed project seeks to
alleviate.

H. Summarize the reasons why these problems or needs cannot be met with
existing resources of the sponsoring organization or by other
organizations in the community.

Tis If the proposed project requires new construction or new inpatient
services, describe the alternatives considered, e.g., modernization,
shared service arrangements, mergers, and consolidations.

* % % % %

All completed Letter of Intent forms should be returned to the State Agency at
the following address.

Kansas Department of Health and Environment
Office of Health Planning

6700 South Topeka Avenue, Building 321
Topeka, Kansas 66620

Sponsors whose proposals originate in either Health Service Area ITI or III
should also submit a copy of the completed form to the appropriate health

systems agency (see Appendix C for Kansas health service area designations).

KDH&E 9-1-82
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KeSeA. 65-4805(d) and K.A.R. 28-42-10.

CERTIFICATE OF NEED EXEMPTION REQUEST
FOR HEALTH MAINTENANCE ORGANIZATIONS

This Certificate of Need Exemption Request is made in accordance with the provisions of
I hereby certify that the statements made in this
Certificate of Need Exemption Request are correct to the best of my knowledge and belief.

Signature and Title of Responsible Officer

Telephone Date

l. Name of Facility, Service or Project

facility 1is not a Health Maintenance
anization, is it controlled by or leased
0 aJlealth Maintenance Organization?

8. T

2. Address (Location) of Project

County:

3. Legal Name of Sponsor

to a Health Maintenance Organi-
zation ¥ specify the mmber of years re~-
maining on the lease: :

Wm Address of Health Maintenance
anization

4, Address of Spounsor

Phone:,

10. Medicare Provider #

11. Madicaid Provider #

5. If incorporated,
in which state: Da

12. Type of Project: (check all that apply)
) New Facility ( ) New Equipment
) New Service(s) ( ) Renovation

~ S

6. List names and titles\f p

partners or controlling organizgtion.

pal corporation
officers, If not inco ted,§ list names of

( ) Enlarge Facility ( ) Replace Equipmen|
) Replace Facility
( ) Other, specify:

~~

13. Approximate Date for Commencing Project

7. of Facility: (check all that apply)
Hospital

Ambulatory Surgical Facility
Kidney Disease Treatment Center
Drug Abuse Treatment Facility
Alcoholism Treatment Facility
Intermediate Care Facility
Intermediate Care Facility for the
Mentally Retarded

Skilled Nursing Facility

Health Maintenance Organization
Community Mental Health Center
Intermediate Personal Care Facility
Other, spacify:

-]

PNSNNN N AAAA’\AA‘?
o Nt NSNS Nt N Nt o Nt N o D

l4. Approximate Date for Project Completion

15. Estimated Cost of Project: $

Number of New Beds (net):

16. Attach a brief narrative description of the
project including the information specified
on the reverse side of this form.

KDH&E 9-1-82
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REQUIRED INFORMATION FOR NARRATIVE DESCRIPTION
TypeJand description of proposed comstructiom.
Type and description of proposed major equipment.
Identify each health service or program to be added or affected.
Identify the major elements in the project and estimate the cost of each
element. Specify proposed method of financing, as well as the individual
or organization incurring the financial obligation for the project. List

the fair market value of any acquisitions to be leased or donated.

Type of licemse(s) and/or certification(s) required before the proposed

project can become operational. Specify the licensing agency(ies).

Identify the proposed service area for the project.

If applicant facility is controlled by a health maintenance organizationm,
specify the nature of the relationship.

Document the current number of enrollees in the health maintenance organi-
zation(s) and specify the number expected when the project becomes opera-
tional.

Document that at least 75 percent of those who shall receive the services
proposed in this project shall be enrollees of the health maintenance
organization(s).

Document that the enrollees will have access to the proposed services with
respect to travel time, architecture, and transportation.

Summarize the problems or needs that this proposed project seeks to
alleviate.

Summarize the reasons why these problems or needs cannot be met with
existing resources of the sponsoring organization or by other organiza-
tions in the community.

If the proposed project requires new comstruction or new inpatient
services, describe the alternatives considered, e.g., modernization,
shared service arrangements, mergers, and consolidations.

* k k k&

All completed Exemption Request for Health Maintenance Organizations forums
should be returnmed to the State Agency at the following address.

Kansas Department of Health and Environment
Office of Health Planning

6700 South Topeka Avenue, Building 321
Topeka, Kansas 66620

Sponsors whose proposals originate in either Health Service Area II or III
should also submit a copy of the completed form to the appropriate health

systems agency (see Appendix C for Kansas health service area designations).

KDH&E 9-1-82



SRS CERTIFICATE OF NEED EXEMPTION REQUEST
FOR ADDITIONAL BED CAPACITY

o
-

\
LIl

This Certificate of Need Exemption Request is made 1n accordance with the provisions of
K.S.A. 65-4805(a)(2). I hereby certify that the statements made in this Certificate of
Need Exemption Request are correct to the best of my knowledge and belief.

Signature and Title of Responsible Officer Telephone Date

1. Name of Facility, Service, or Project ar Facility was Licensed:
ds Currently Licensed:
2. Address (Location) of Project - Number of New Beds (net):
\\Vf Beds Requested:
County: 2 EStimated Cost of Project: $
3. Legal Name of Sponsor 10. Type of Facility: (check all that apply)
4 ( ) General Hospital
( ) Psychiatric Hospital
( ) Intermediate Care Facility
4, Address of Sponsor ( ) Intermediate Care Facility for the
Mentally Retarded
( ) Skilled Nursing Facility
Phone ( ) Personal Care Home
( ) Health Maintenance Organization
5. This is a: ( ) Corporation ( ) Other, specify:
( ) Individ
( ) Partnegbhip L1. Medicare Provider #
( ) other, ye
6. If Incorporated, 12, Medicaid Provider #
in which state: Date:
7. List names and titles of principal corporation [l3. Approximate Date of Commencing Project
officers. If not incorporated, 1list names of
partners or controlling organization,.
14, Approximate Date of Completion
8. Facility will be operated by:
( ) Sponsor
( ) Lessee
( ) Employed Administrator 1S. Attach a brief narrative description of the
( ) Purchase project including the information specified
( ) other, specify: on the reverse side of this form.

KDH&E 9-1-82
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REQUIRED INFORMATION FOR NARRATIVE DESCRIPTION

A. Identify the major elements in the project and the cost of each element.
Include the type and description of any proposed construction, as well as
any acquisitions to be purchased, leased, or donated.

B. Document that the facility currently meets all applicable 1licensure and
certification standards.

C. Summarize the problems or needs that this project seeks to alleviate.

D. Provide line drawings of any space to be used as patient care rooms, and
“indicate their square footage. Provide 1line drawings of any other
building modifications to result from the project.

Fi ATk AR

All completed Exemption Request for Additional Bed Capacity forms should be
returned to the State Agency at the following address.

Kansas Department of Health and Environment
Office of Health Planning

6700 South Topeka Avenue, Building 321
Topeka, Kansas 66620

Sponsors whose proposals originate in either Health Service Area II or III

should also submit a copy of the completed form to the appropriate health
systems agency (see Appendix C for Kansas health service area designations).

KDH&E 9-1-82
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APPLICATION FOR A CERTIFICATE OF NEED

This form is to be completed by applicants for a Kansas Certificate of Need, and included
as the cover page of all Cartificate of Need applicacions. The Narrative Sectiocn of the
Certificate of Need application i{s to be completed 1in accordance with the information
requirements specified in Section Thirteen of the Kansas Certificate of Need Program Manual

for Applicants.

This application for a Certificate of Need 13 made in accordance with provisioms of K.S.A.
65-4801 et seq., and procedures adopted by the Kansas Department of Health and Environment.
I hereby certify that the statements made in this application are correct to the best of ay

knowledge and belief.

Signature and Title of Responsible Officer

Telephone Dace

V4

Name of Facility, Service, or Project

8.

2.

Address (Locatiom) of Project

3‘

County:
Legal Name of Sponsor

Facilitywgfll be operaced Dby:
( ) Spomsor ( ) Employed Administrator

( ) Lessee ( ) Purchaser
) gher, specify:

9.

5

Address of Sponsor V
_ ps::f'.\\
g
-’

This is as { ) Corporation
( ) Individual

( ) Partnership
(

) Other, specify:

Append copies of pertinent documents showing
proof as to type of legal entity.

Estimated Cost of Project: §
Numbar of New Seds (net):

——————————————

Type of Facility: (check all cthac apply)
) Hospital

Ambulatory Surgical Facility

Kidney Disease Treatment Center
Drug Abuse Treatment Facility
Alcoholism Treatment Facility
Intermediate Care Facility
Intermediate Care Facility for the
Mentally Rectarded

Skilled Nursing Facility

Health Maintenance Organization
Community Hental Health Cencer
Intermediate Personal Care Facility
Other, specify:

P e Yo
N Nt N Nt s

P Yt ta el
N N e s

6'

Tist names and titles of principal corporation
officers. 1f not incorporated, list nanes of
partners or controlling organization. Append
a complete list of the Board of Directors and
their affiliations, as well as a list of the
members of any consumer ot comounity oriented
advisory groups which have been constituted to
.assist in the planning and/or operation of the

proposed facility or service.

of Project: (check all that apply)

11. Type
( ) New Facility ( ) New Equipment
( ) New Service(s) ( ) Renovation
( ) Enlarge Facility { ) Replace Equipment
( ) Replace Facility
( ) Other, specify:
12. Approximate Date for Commencing Project

13.

Approximate Date for Project Complation

14.

If incorporated, in which
state: Date:

Medicare Provider #

15.

Medicaid Provider ¢

KDH&E 9-1-82
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Send three copies of the completed application to the State Agency at the
following address.

Kansas Department of Health and Environment
Of fice of Health Planning

6700 South Topeka Avenue, Building 321
Topeka, Kansas 66620

Sponsors whose proposals originate in either Health Service Area II or III
should also submit to the appropriate health systems agency the number of
completed applications requested by that agency (up to 20 copies may be
requested). See Appendix C for Kansas health service area designationms.

KDH&E 9-1-82
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SECTION THIRTEEN
CERTIFICATE OF NEED APPLICATION
NARRATIVE INFORMATION REQUIREMENTS

I. General Guidelines for Completing the Certificate of Need Application

1I.

A.

D.

The information requirements for the Narrative Section must be
completed in the format in which they are presented. The questions
on the following pages should be summarized in order, with the
gsponsor's response to each item following the summary of the
question. Pages should be numbered consecutively.

It is the applicant's responsibility to provide all information
necessary to determine whether the review objectives and criteria
are met by the project. However, efforts should be made to keep the
application concise.

Information supplied should be factual in nature and subject to
independent verification. Data sources must be cited and opinions
and value judgments should be identified as such.

Only summary data which is necessary for the discussion need appear
in the narrative. Extensive supporting data which would tend to
interrupt the narrative should be placed in an appendix.

The copy should be continuous (without blank pages) and the material
should be readily reproducible.

Applications for Certificates of Need are to include a clear state-
ment with appropriate supporting documentation and evidence regard-
ing each item. If an item is not applicable to the application
being prepared, please so state and explain why it does not apply.

Project Summary

A.

Description of Project

1. Describe the service or services to be provided, including at
least the following.

a. The extent of each proposed service identified by:
(1) the space allocated to the service (in square féet);
(2) a list of specialized equipment; and/or,
(3) the number of units of service (i.e., tests, eiami-

nations, procedures, and operations).

KDH&E 9-1-82
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b. A comparison of proposed services with existing services,
discussing additions, deletions, or modifications.

Description of Sponsor

l.

3.

Describe the existing and proposed bed configuration of the
facility, including at least the following.

a. The current licensed bed capacity.

b. The current number of beds which are staffed and ready for
use.

Ce The allocation of licensed and staffed beds by service.
d. The proposed changes in:
D) the total bed capacity of the facility; and,

(2) the allocation of beds by service.

e. Any other proposed modifications of bed use.

Provide a brief description of any proposed new construction or
remodeling. (Please note that line drawings, as well as a more
detailed description, are requested in II.(A).)

Describe  briefly any components of the proposed project not
included in the above categories.

III. Community Need

As

Service Area

Identify the area and the population to be served by this project.

i.

2.

A geographical service area must be described and the rationale
for 1ts boundaries documented.

State and federal population data must be wused to describe
population trends, age/sex breakdowns, and other characteris-
tics pertinent to the rationale for need.

The population to be served should, as appropriate, be defined
according to the special needs of:

a. patients requiring specialized care (e.g., heart, cancer,
kidney, and alcoholism);

KDH&E 9-1-82
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b. subscribers and/or enrollees of a health care plan;
¢c. users of a recognized school or theory of medical care; or,

d. persons belonging to particular religious and/or ethunic
groups.

Problem

Identify the problem(s) in the community which the services to be
provided or affected by the project seek to alleviate or correct.
Specify how the project will alleviate the problem(s).

Health Care System

1. Identify (by name and mailing address) any existing comparable
services within the service area and/or generally utilized by
the defined population. Describe any special factors affecting
utilization, dincluding accessibility and acceptability. Desg-
cribe the probable effect of the proposed project omn other
community resources, and explain how each proposed service will
or will not complement existing similar services.

2. Describe the anticipated utilization of the services on which
the project is based and the method by which this projection
was derived. This should include: evidence of the numbers of
persons from the service area population who are now wusing the
services and who will continue to use the services; or evidence
of the number of persons who will begin to use services which
are not now avallable, accessible, or acceptable to the service
area population. Utilization trends for the past three years
should be reported for an existing facility. If a change in
utilization is projected, 1list and explain the factors which
will cause the change.

3. State the relevance of the project to changing trends in
service delivery and community health service needs for the
next ten years.

State and Local Health Plans

State the relationship of the project to the State Health Plan,
health systems plan, and other local planning efforts.

Sponsor's Long-Range Plan

State the relationship of the project to the sponsor's long-range
development plan(s). Include a copy of the plan(s) with this
application,

KDH&E 9-1-82
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F. Special Projects

If the sponsor desires this project to receive consideration as a
special project (as described in Criterion I.(F)), describe in
detail those aspects of the proposed project which would qualify it
for consideration wunder this category. Special projects listed
under Criterion I.(F) are as follows.

1. Those entities which provide a substantial portion of their
services and/or resources to individuals not residing within
the health service area.

2. Projects which present new and innovative approaches to solving
or alleviating specific problems.

3. Biomedical and behavioral research projects which are designed
to meet a national need and for which local conditions offer
special advantages.

4, Projects proposed by osteopathic facilities.

5. Projects affecting health professional training programs.

G. Other Information

State any other information which may be pertinent to establishing
community need for the project.

IV. Quality of Care

A. Facilities

1. Provide a detailed description of both the real property and
the tangible assets to be purchased, leased, or constructed.

a. Describe the construction site.

(1) Include a site plan showing the exact location and
relationship to other structures (single line drawing
on 8 1/2” x 11" paper).

(2) Provide documentation of site ownership or option to
lease or purchase site. Show that supportive ser-
vices such as utilities and sewers are availlable for
use by the facility and are both appropriate and
accessible to the site.

KDH&E 9-1-82
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(3) Provide documentation that zoning requirements are,
or can be met. State the zoning conditions which
currently exist for the proposed site.

b. Provide a floor plan of the existing facility and any
proposed new construction (single line drawing on 8 1/2" x
11" paper) showing its functional relationship to other
services and equipment. Drawings shall also depict cur—
rent and proposed uses of existing space (if changes are
anticipated).

Co Provide a detailed timetable for construction and indicate
the estimated opening date.

2. Describe all licénsure/certification requiremehts and document
that they are or will be met.

a. Identify the 1license(s) or certification(s) required
before the project can become operational. This includes
all federal, state, and local licenses or certifications.
provide evidence that all such requirements will or can be
met.

b. For existing facilities, provide evidence that all appro-
priate licensure and certification standards are being
satisfied or that existing deficiencies will be corrected
by the project or other planned corrective actionms.
Attach copies of the following, as applicable.

(1) The most recent licensure and Medicare/Medicaid
survey report forms.
(2) The most recent Joint Commission on Accreditation of
Hospitals Accreditation Survey Report.
(3) Copies of any plans developed to correct deficien—
cies identified by these surveys.
Equipment
1. List items of equipment costing over $50,000 or resulting in
the provision of a new service. Identify each item by cost,
manufacturer(s) and expected delivery time(s).
2. TIdentify any applicable licensure or certification requirements

pertaining to equipment in the proposed project and document
that these requirements will be met.

KDH&E 9-1-82
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Patient Care and Support Personnel

1. Provide a projected inventory of personnel needs including
projected salaries. List type and number of professional,
technical, and supportive personnel needed both in numbers and
in full—-time equivalents. Describe method of determining
manpower requirements.

2. Provide manpower/patient ratios for medically related programs
or services.

3. Identify all sources of manpower and provide evidence that
there is sufficient qualified manpower in the area to fulfill
the applicant's needs adequately without prejudicing the man-
power needs of ‘other existing health care providers in the
service area.

4, Describe any manpower training programs (including continuing
education) that are either presently active or proposed in the
area that will be utilized by the project personnel and, if
applicable, the facilities to be used for such training. 1f
specialized staff are required for specialized services, indi-
cate, arrangements made for their training.

5. List the specialties of physicians on the medical staff. For
each specialty, indicate: the number of physicians on the
gtaff, their status (e.g., active, courtesy, etc.), and, for
physicians who do not base their practice where the project is
to be located, the location of their practice and the amount of
time they spend in the vicinity of the project.

6. Identify any licensure or certification requirements applicable
to numbers and qualifications of patient care and support
personnel for the proposed project and document that these
requirements will be met.

Continuity of Care

Identify existing working relationships with hospitals, nursing
homes, and other resources serving the service area population. The
discussion should include cooperative planning activities, sharing
of services, and transfer agreements. Copies of relevant agreements
must be attached.

Other Information

State any other information which may be pertinent to establishing
the quality of care provided by the project and describe any factors
which would result in improved quality of care.

KDH&E 9-1-82
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V. Commuhity Support

A.

Consumers

Provide evidence that consumer organizations are aware of and
support the proposed project. Describe any participation by con=-
sumer organizations in the development and design of the project.

Providers

Provide evidence that other components of the health industry
(including existing health care facilities providing similar ser-
vices) are aware of and support the proposed project. Describe any
participation by provider organizations in the development and
design of the project.

Local Units of Government

Provide evidence that local wunits of government are aware’ of and
support the proposed project. Describe any participation by local
units of govermment in the development and design of the project.

Other Information

State any‘other information which may be pertinent to establish~
ing community support for the project.

VI. Financing

A.

Capital Resources

l. Project's Estimated Capital Expenditure Budget: State the
basis wupon which the estimation of the proposed capital
expenditure was made and describe inflation factors used in
calculating the projected costs.

a. General Conmstruction . $
b. Site Worke « o o ¢ o o $
Ce Off"'Site Work- s o o $
d. Total Construction CoSte « o o o o o o3
e. Architectural and Engineering Costs. .$

f. Equipment Costs:

(1) Movable. ¢ o « ¢ ¢« ¢ o o « o o oS
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(2) Fixed o o« o o o o o o o o o o o8
g. Purchase of Lande « o« o « ¢ o o o o o8
h. Other (specify) « « « o o ¢ o o o o o8

i. Total Development Costs
(Linesd.-h.)..........o.....$

j. Interest During Construction Based

on Months at Z on a

S Loan LN 2 L] . L L] L] * L] L) L L] L] .$
k. Total Estimated Project COSt.s o« o o o ¢ o o o o 9
l . To tal Financed L] L] . L] L] L] L] L] L] L] * . L] - L] L] L] $
Me Total Cash NeedEd e & 8 e e ® o & & o s 5 o s » $
N, Approximate Total Square Feet « « o« o ¢ o « o &

O. Costs per Square Foot and per Bed:

(1) Total Construction Cost per
: Square Foot (Lines de/ne)e ¢ ¢ ¢ o o o o o §

(2) Total Development Cost per
Square Foot (Lines 1./ne)e o o o ¢« o o o o $

(3) Total Project Cost per
Square Foot (Lines ke/me)e o ¢ o o o o o o §

(4) Total Project Cost per Bed
(Linek./#beds).....-.......$

Allocate Total Project Cost (Line k., above) by major depart-
ment/service or component of the project.

Attach documentation of preliminary commitments from all
sources of capital (loan, bond issue, grant, gifts, etc. )
necessary to complete the project, If the project is to be
funded with cash on hand, indicate the source of the funds.

Provide a debt amortization schedule.

Financial Feasibility

Evidence that the project 1is financially feasible shall follow
generally accepted accounting principles. The following shall be
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submitted for the entire facility and for the proposed project if it
involves a revenue—-producing service. If the proposed project does
not involve a revenue—producing service, submit the following for
the entire facility and indicate the effect of the proposed project

~on Items IV.(B)(1)(b) and (c).

1. A detailed operating budget, capital budget, and cash-flow
budget for the three fiscal years following completion of the
project. Describe any inflation factors used in calculating the
projected budgets.

a. Indicate the anticipated period of deficit operation
before the facility is utilized at a break—even point.

be Indicate per diem charges and/or charge per unit of
service.

C. Indicate per diem charge and/or charge per unit of service
for debt service and depreciation. )

d. Indicate projected utilization rates.

2. A detailed operating budget, capital budget, and cash-flow
budget for the preceding three fiscal years.

a. Indicate per diem charges and/or charge per unit of
service,

b. Indicate the per diem charge and/or charge per unit of
service for debt service and depreciation.

Ce Indicate actual utilization rates.

State any other information which may be pertinent to establishing
the financial feasibility of the project.

»C. Other Information
Cost Containment
A.

Cost-Effective Alternatives

1. Describe, in depth, the alternatives to the project and evalu-
ate the relative merits of each. Demonstrate that the project,
as proposed, is the most effective use of community health care
resources among the available alternatives.

2. Describe, in depth, the alternative financial resources avail-
able for funding the project and evaluate the relative merits
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of each. Demonstrate that the financial resource chosen is the
most cost effective among the available alternatives.

3. Describe any design or construction economies which would be
utilized in this project and/or any factors which would result
in increased efficiency or productivity as a result of the
project.

4, Explain any increased use of cost-effective services such as
ambulatory care, preventive health care services, and home
health care resulting from the project.

5. Describe any cooperative planning achievements that would
result from the project.

"B. Energy Conservation

Describe all energy conservation measures and considerations
utilized in the design of the proposed project.

c. Patient Charges

1. If the project is to be funded with cash on hand, explain the
anticipated effect of replenishing these funds on patient
charges.

2. Explain the anticipated effect of the project on patient
charges of other health care facilities or services in the
service area. (Please note that historical and projected
patient charges of the sponsor have already been requested
under Item IV.(B).)

D. ComEetition

Describe the anticipated effect of any proposed wmodification in
gservices on the competition between other health care facilities in
the service area.

Ee Other Information

State any other information which may be pertinent to establishing
the objective of cost containment.

VIII. Accessibility

A. Underserved Persons

1. Identify the patient mix for the preceding three fiscal years
and the anticipated patient mix for the three fiscal years
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following completion of the project. Specify the percentage of
total discharges and patient days by the following reimburse-
ment categories.

a. Medicare

b. Medicaid

c. Other Govermment (specify)
d. Commercial Insurance

e. Blue Cross/Blue Shield

£. Private Pay.

g. Other (specify)

Provide the number and percentage of medically underserved
persons (e.g., low income, racial and ethnic minorities, women,
handicapped, and elderly) and medically indigent patients
served by the sponsor during the past three fiscal years.

Provide the number and percentage of medically underserved
persons (e.g., low income, racial and ethnic minorities, women,
handicapped, and elderly), Medicare, Medicaid, and medically
indigent patients residing in the service area of the project.

Describe the effect of the proposed project on the ability of
medically underserved persons (e.g., low income, racial and
ethnic minorities, women, handicapped, and elderly), Medicare,
Medicaid, and medically indigent patients to obtain the spon-
sor's services, including:

a. appropriate architectural provisions for the handicapped
and aged; and,

b. special transportation provisions for the handicapped and
aged, and/or proximity to public transportation.

Federal Obligations

Describe any obligations imposed upon the facility for providing
uncompensated care, community service activities, or assuring acces-
sibility of services for minorities and handicapped persons.
Document that the facility has and will continue to meet applicable
obligations.
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Range of Access

Describe all mechanisms (e.g., outpatient services, admission by
house staff, and admission by personal physician) by which a person
can obtain access to the sponsor's services.

"Other Information

State any other information which may be pertinent to establishing
the accessibility of the project.
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APPENDIX A
CERTIFICATE OF NEED LAW

Article 48.—HEALTH FACILITIES

Crocs References to Related Sectionss
Adult care homes, licensing, see 39-823 et seq.
Alcoholism treatment facilities, licensing, see 63«
4001 et soq.
Drug sbuse trestment facilities, licensing, see 65-
4601 et seq.
Family planning centers, see 23-501 and 23-502.
Health meintensuce orgasizatioss, see 40-3201 et
Medical care facilities, licensing, ses 65425 et seq.
Mental heslth facilities and facilities for the mentally
retasded, licensing, see 75-3307b.

63.-4861. Definitions. As used in this
act, unless the context clearly requires oth-
erwise: (a) “Licensing agency” means the

department of health and environment with

reference to facilities licensed pursuant to
K.S.A. 1980 Supp. 39-927 and K.S.A. 65428,
the department of social and rehabilitation
services with reference to facilities licensed
pursuant to K.S.A. 1980 Supp. 75-3307Db,
exclusive of facilities for the mentally re-
tarded, community mental health centers
and facilities serving other handicapped
persons, and the commissioner of insurance
with reference to organizations granted cer-
tificates of authority pussuant to K.S.A. 1980
Supp. 40-3204. ,

(b? “Yealth facility’”” means medical care
facility as defined in K.S.A. 65-425; psychi-
atric hospital; health maintenance organiza-
tion as defined in K.S.A. 1980 Supp. 40-
3202; adult care home, which term shall be
limited to skilled nursing home, intermedi-
ate nursin%lcare home and intermediate per-
sonal care home as said terms are defined in
K.S.A. 1980 Supp. 36-923; and kidney dis-
ease treatment center, including centers not
located in a medical care facility.

(c) “State agency” means the secretary of
health and environment. -

(d) “Health systems agency” means an
agency designated under section 1515 of
public law 93-641 (42 U.S.C: 3001-4), and
amendments .thereto,.. and shall..include
health systems agencies conditionally des-
ignated under such section.

(e) “Health service area” means the area
for - which 2 health systems agency is. res
sponsible. . : A '

(f) “Review agency”. means the state-
wide "health coordinating council or other
agency designated by the governor.

(®) “Ap liéation"’ means an applicatio

for a cﬁtié)we of need made to ghe statz
agency and shall be in such form and shall
contain such information as the state agency

' m?g)prescn'be..

“Health facfliw service means a -

 clinically related service, including, but not

limited to, a disgnostie, curstive or rehabili-
mﬁv&sewicevpmvidgdim@rthmugha
heelih facility and the entities in or through
which such services axe provi
(3) *“Person” means the state of Kansas or
any political subdivision or instumentality
thereof, any individual, firm, partnership,
corporation, company, association, or joint
stock association, and the legal successor
thereof.
) “To offer” when used in connection
with health facility services means that the

~ health facility holds itself out as capable of

providing, or as having the-means for the

‘ g
- provision of, specified health facility sex-

vlmﬂ
(k) “Major medical equipment” means
medical equipment which custs in excess of
one hundred fifty thousand dollars
($150,000), except such term shall not in-
clude medical equipment acquired by or on
behalf of a clinical laboratory to provide
clinical laboratory services if the clinical
laboratory is independent of an office of a
Eerson licensed to practice a branch of the
ealing arts, is independent of a health fa-
cility, and has been determined under title
XVIII of the federal social security act to

 meet the requirements of paragraphs (10)

anfl (11) of subsection (s) of section 1861 of
said act (42 U.S.C. 1395x). In determining

whether medical equipment has a value in

excess of one hundred fifty thousand dollars
(8150,000), the value of studies, surveys,
designs, plans, working drawings, specifi-
cations and other activities essential to the
acquisition of such equipment shall be in-

"cluded. )

() “Health maintenance organization™
shall be defined for purposes of this act in
the same manner.as said term is defined in
K.S.A. 1980 Supp. 40-3202.

History: L. 1976, ch. 280, § 1; L. 1977,
ch. 224, § 1; L. 1978, ch. 260, § 1; L. 1978,

.ch. 261, § 1; L. 1979, ch. 191, § 1; L. 1980,

ch. 197, § I; July 1.
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CASE ANNOTATIONS )

L Statewide hesalth coordinsting council is review
agency for issuance of certificates of need, unloss
emnor designates another pursuant to subsection (f) of
65-4801; state corporation commission so designated by
Executive Order 78-35. Suburban Medical Center v.
Olathe Community Hosp., 226 K. 320, 332, 597 P.2d

654..

92, Statewide health eoord!nlﬁnicouncd reviewing
_certificate of need for health facilities is performing
guui-iudicill function; fairness requirements speci-

ed. Suburban Medical Center v. Olaths Community
Hosp., 226 K. 320, 321, 322, 332, 597 P.2d 654 -.

3. Certificate of nead under this article necessary to
meet requirements of 19-18,128; cestificate from. re-
gionalphnningagamyinsuﬁdml’nnv.Bmdof
Thomas County Coram’rs, 2268 K. 333, 340, 341, 342,
597 P.2d 664, n

65-4802. Certificate of. need required..
hall un-

to undertake project. No person s

dertake a project described in K.S:A. 65-
4805, or make - any arrangement or commit-
ment for financing the offering or

- development of a project described in K.S.A. -

65-4805, unless a certificate of need has been
' obtained «under the -provisions of this act.
. History= L. 1976, ch. 280, § 2; L. 1978,
ch. 260, § 2;..1.“1979', ch.. 191, § 2; L. 1980,
ch. 198, § 1; April 23.
. CASE ANNOTATIONS
- L General abligation bonds may not baissued under
19-18,128 prior to proper licensing as required by this
section. Pratt v. Board of Thomas County Comm'rs, 226
X. 333, 337, 340, 343, 344, 597 P.2d 664,

2. Mentioned in affirming trial court’s determination
that no certificate of need required for cardiac surgery
unit. State ez rel. Metzler v. St. Francis Hosp. & Medi-
cal Center, 227 K. 53, 53, 603 P.2d 100. '

853-4803. Applications for certain new
licenses to inciude: certificate of- need;
forms. (a) Except as otherwise provided in
subsection (d) of X.S.A. 654805 and in this
subsection, an application to the licensing
agency for a new license which is not the
renewal of a valid license shall include a
certificate of need issued by the state agency.
The provisions of this su%section (a) shall
not apply to an application to the licensing
agency for a new license solely because of
the transfer of ownership of an existing
health facility. o
- (b) An application to the licensing
agency from an existing health facility for
licensure of facilities or services of a project
requiring a certificate of need as set forth in
K.S.A. 654805 shall include a certificate of
need issued by the state agency.

(c) The certificate of need forms shall be
developed by the state agency.

History: L. 1976, ch. 280, § 3; L. 1978,
ch. 260, § 3; L. 1979, ch. 191, § 3; L. 1980,
ch. 197, § 2; July L. :

CASE, ANNOTATIONS
1. Application for license must includs a certificate

of need. Pratt v. Board of Thomas County Comm'rs,
2251;.333.340.343.5971’.2&664. :

B e Sethontes Rosding
presequisite to granting ce ificates i
ofneed.Acertiﬁcateofneedmaybagmnteﬁ
only after an opportunity has been given to
the appropriate health systems agency to
review the project proposal,-in accordance
with. procedures._established .in X.S.A. 65-
4807, and the state agency has determined
that, on the basis of evidence in the record

with respect to community need as reflected

" ‘in the state health ‘plan _or other criteria
specified by the statewide health coordi-

nating council until a state health plan is
developed "and approved, there is a suffi-
cient need:for the propused project.
_History: L.-1976, ch. 280, § 4; L. 1979,
ch. 191, § 4; July 1. - n

65-43035. - Projects requiring certificate
of need befors undertaking; “capital ex-
penditure” defined; estimated costs, appli-
cation; exempting certain. HMQ's from cer-
tificate of need requirements. (a)-Except as
otherwise provided in subsection (d), proj-

ects requiring a certificate of need before

they are undertaken 'include, and shall be
limited to, the following: |

.(1) The construction, development or
other establishment of a new health facility.

(2) The "construction, development or
other establishment of additional bed -ca-
pacity in a health facility.

(3) The offering of a health facility ser-
vice which was not offered on a regular basis
within the twelve-month period prior to the
time-such service is proposed to be offersd.

(4) Any capital expenditure, as_defined
irr subsection (b), made by or on behalf of 2
health facility;, community mental .health
center required to be licensed pursuant to
K.S.A. 1980 Supp. 75-3307b, treatment fa-
cility for-drug abusers required to be li-
censed pursuant to- KX.5.A. 654601, or a
treatmenc facility for aicoholics required to
be licensed pursuant to-K.S.A. 654012, ex-
cept that this subsection (a)(4) shall not
apply to-expenditures solely for: (i) site ac-
quisitions;-or (ii) the termination or reduc-
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tion of beds or services which prsviously
had been provided in the facility. .

.-(5) An acquisition made by or on behalf
of a health facility under lease or compara-
ble arrangement, or through donation,
which would have required a certificate of
need if the -acquisition had been by pur-
chase. .

(6). Any expenditure made by or on be-

half of 2 health facility in excess of onse
hundred E&s; th?husmog dollars S?ISOI,OOO). in
preparation for the ofxering or cevelopment
of a project which would requirs a cexstifi-
cate of need under this subsection (a).
- (7) The permanent redistribution of bed
capacity among different licensure cate-
garies in a health facility, exce&)t for any
redistribution resulting from a decision of
the state agency which is responsible for
certification under title XIX of the federal
social security act.

(8) The acquisition of major medical
equipment by any person, if such equip-
ment will be used to provide health facility
services to persons admitted to a health fa-
cility.

(b) As used in this section, “capital ex-
penditiire’” means an expenditure, including
an expenditure for a constructior project
undertaken by the facility as its own con-
tractor, which, under generally accepted ac-
counting principles, is not properly charge-
able as an expense of operation and
maintenance and which exceeds one hun-
dred fifty thousand dollars ($150,000). The
total individual project cost shall be limited
to all depreciable assets to be owned or used
by the health facility as a result of the project
and which would normally be capitalized
Ender generally accepted accounting proce-

ures. :

(c) Where the estimated costs of a pro-
posed project, including cost escalation fac-
tors appropriate to the area in which the
project is located, is certified and filed with
the state agency, within sixty (60) days be-
fore the date on which the obligation for
such expenditure is incurred, by a registered
architect or licensed professional engineer
to be one hundred fifty thousand dollars
(8150,000) or less, such expenditure shall be
deemed not to exceed -one hundred fifty
thousand dollars ($150,000) regardless -of
the actual ‘costsof such project. If the state
agency finds the estimate to be substantially

in error and that the project will cost in
excess of one hundred fifty thousand dollars
(8150,000), the state agency may require that
a certificate of need be obtained. Where the
actual cost of the gmi’ecs exceeds one hun-
dred fifty thousand dollars ($150,000), the
health facility on whose behalf such’ ex-
penditure is made shall provide written no-
tification of such cost to ths state agency not
more than thirty (30) days after the dats on
t\;flhich the h&ltfh faglity becomes aware th%
the actual cost for the proposed project wi
exceed such amount.

(d) ~ Comsistent with the provisions of
subsection (b) of section 117 of the act of
Congress entitled, “planning and rescurces
development amendments.of 1979 (Pub. L.
22-79);;1113 asl:ée agency shafll cigvelop and

opt rules regulations for the purpose
of exempting certain health maintenance or-

izations from the requirements of ob-
taining certificates of need pursuant to
K.S.A. 654801 et seq., and amendments
thereto, for those instances specified in sub-
section (b) of said section 117.

Bistory: L. 1976, ch. 280, § 5; L. 1978,
ch. 260, § 4; L. 1979, ch. 191, § 5; L. 1980,
ch. 197, § 3; July L.

b CASE ANNOTATIONS

1. Construed; po certificats of need required for pro-

posed cardiae surgery umits estimated costs certified

- below statutory limit. Staie e rel. Metzler v. St. Francis

Hosp. & Medical Center, 227 K. 33, 53, 56, 57, 58, 605
P2d 100. :

65-48306. Submission of certificates of
need applications; adoption of regulations;
establishment of review cycles; contents of
application; public document; copies;
amendment or withdrawal; notice of filing.
(a) Applicants who are required to apply for
a certificate of need under K.S.A. 65-4805
shall submit an application to the state
agency and to the appropriate health sys-
tems agency in accordance with procedures
established in rules and regulations duly
adopted by the state agency. The state
agency shall adopt rules and regulations es-
tablishing - review cycles for the efficient
management of applications for certificates
of need. Applications for certificates of need
shall be submitted to the state agency only
‘during such times as are prescribed in rules
and regulations: establishing review cycles.

(b) Each application include at
least the-following information:
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. (1) The geographical area and the popu-
lat(io)n to begs?rvedp‘sinthe project, as wegfas
rojections o ion
P (é?m The anlri,gipated g?mand for the
health care service or services to be pro-
vided. o
- (3) - A description of the service or ser-
vices to be provided.

(4) Theuse,adequacy and availability of
existing facilities and services within the
area to be served offering the same or similac
health care services. .

(5) Projected ‘cost estimates of capital
expenditures and, operaﬁng expenses,

(6) Projected staffing o the service.

- (7) Schematic plan if construction is in-
cluded in the application. ‘

(8) The henefit to the community which
would result from the development of the
project, as well as the anticipated impact on

other health providers offering the same or

similar health care services in the geograph-
‘ical. area to be served by the applicant.

(9) Other information which may be re-

ired by:the state agency.

(c) An application shall be deemed filed
when it contains all required information
and is received by the state agency. A filed
application shall be a public document and
shall be- available for inspection at the of-
fices of the health systems agency and the
state agency. A copy thereof shall be fur-
nished to any person upon request and pay-
ment of a fee established by the state agency
or the health Kstems agency in an amount

_approved by the director of accounts and
reports under K.S.A. 1980 Supp. 45-204. A
completed application may be amended or
withdrawn by the applicant at any time
‘without prejudice, but any amendment to an
application, except as the state agency and
the applicant may otherwise agree, shall
cause the amended application to be treated
as a new application for purposes of the time
limits of this act. .

(d) If the state agency determines that
the application is incomplete, it shall notify
the apolicant and the &ppropriate health
systems agency within fifteen (15) days of
the receipt of the application advising the
applicant that additional information is re-

nired. After- such notice the application
not be deemed filed until a completed
application is received by the state agency.
the notice that the application is incom-

plete is not given within fifteen (15) days,
the application be deemed complete

 and the state agency shall thereupon pro-

ceed with its review. When the application
is filed the state agency shall promptly pub-
lish notice of its filing in a newspaper of
general circulation in the geographical area
to be sexrved by the project.

i + L. 1976, ch. 280, § 6; L. 1978,

ch. 347, § 13; L. 1980, ch. 198, § 2; April 23.

65-4807. Review of application by
health systems agency; finding and recom-
mendations to state agemey. At the same
time the application is submitted to the state
agency, a copy shall be submitted to the
appropriate health systems agency. The

systems agency s review, in ac-
cordance with procedures .established pur-
suant to section 1532 of public law 93-641

. (42 U.S.C. 300n-1), and comment upon the

application and submit its record of the re-
view p ings, findings and recommen-
dations to the state agency within sixty (60)
days of the receipt of the completed appli-
cation.

History: L. 1976, ch. 280, § 7; L. 1978,
ch. 260, § 5;.L. 1979, ch. 191, § 6; July L.

CASE ANNOTATIONS '

1. Applications reviewed and report made thereon to

secretary of health and environment. Suburban Medical

Center v. Olathe Community Hosp., 226 K 320, 322,
597 P.2d 634.

65-4308. State agency review of appli-
cation; public hearings; approval, medifica-
tion or denial; effect of failure to act; notice
to health systems agencies of diferences;
reconsideration. (a2) The state agency shall
review, in accordance with procedures es-
tablished pursuant to section 1532 of public
law 93-641 (42 U.S.C. 300n-1), and either
approve, approve subject to modification or
deny an application within ninety (90) days
of receipt of the completed application. The
state agency may conduct public hearings'in
the course of review of applications if the
state agency determines that a public hear-
ing is necessary for good cause shown, as
defined in rules and rr{gulations adopted by
the state agency. :

(b) - If the state agency does not issue its
decision within ninety (80) days after the
receipt of a completed application, it shall
be deemed that the state agency has disap-
proved the application for a certificate of
ne
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(c) If the state agency’s decision differs
from the recommendations of the health
systems agency, the state agency shall sub-
mit to the appropriate health systems agen
a statement of its reasons for making su
decision.

(d) The state agency may adopt rules and
regulations which establisb procedures for
reconsideration by the state agency of a state
agency decision under subsections (a) or (b).

() The siate agency's decision under

subsections (a) or (b) shall cemstitute the
final decision of the state agency under this
section- éxnless reconsx,gm@n of the stats
agency decision is un pursvant to
subsection (d). If such recomsideration is
undertaken, the state agency's decision
under subsection (d) shall constitute the
final decision of the state agency under this
section. . E .

History: L. 1976, ch. 280, § 8; L. 1978,
ch. 260, § 6; L. 1979, ch. 191, § 7; July 1.

CASE ANNOTATIONS -

L. Secretary of health and envircnment makes deei-
sion on issusnce of cextificates of need for health facil.
ities 2and conditions thezeon. Suburban Medica} Center
gégkthe Community Hosp., 226 K. 320, 222, 587 P.2g

653-4809. Effective date of fimal deci-
sion; hearing, whens stay of decision pend-
ing hearing and entry of final decision. Any
final decision of the state agency issued
pursuant to K.S.A. 654808, shall take effect
thirty (30) days following its issuance unless
within such time an applicant requests in
writing z hearing by the review agency, or a

written protest is filed by the appropriate
i e review -

health systems agency with
agency requesting a hearing by the review
agency or a health facility which believes its
interests are adversely affected by the deci-
sion requests in writing a hearing by the
review agency.
. Theapplicant’s or health facility’s written
request for a hearing or the filing of a written
protest by the appropriate health systems
agency shall operate to suspend and stay the
state agency’s certificate of need decision
pending the hearing and entry of a final
decision by the review agency.” .
History: L. 1976, ch. 280, §-9; L. 1879,
ch. 191, § 8; July 1. ' '

- L Stetewids beelth

CASE ANNOTATIONS
cosrdinating comncil is review
agamey for isswance of cextifiesies of noad, unless
emnor desigasies snather pursunst 10 subsection (g of
653-4801; state corporation commission so desi by
Executive Order 78-35. Suburban Medical Center v..
Olsthe Community Hosp., 228 XK. 320, 322, 325, 332,

597 P24 654,
had standing to challenge is-

2, Cited: taxpayers
‘suance of general obligetion bonds vnder 18-18,128 ini

‘absemee of propee caitificene of nsed, Pratt v. Boasd of

&3@& Ceunty Cosmen'rs, 226 K. 333, 337, 597 P2d

684816, Heering within 30 days of re-
quest or protesis plsce of hesxing: notice,
contents. As soon a3 a written request for a
hearing on a final decision' issued pursuant
to K.S.A. 654808, is received from the ap-
plicant, the advmelﬁ affected health facility
or the appropriate health systems agency,
the review agency shall set a hearing date
within a reasonable time but not more than .
thixty. (30) days of the date the request for
hearing or protest was received. The place of
heaxing shall be within the aff health
service area reasonably convenient to
the site of the project. The review agency
shall cause to be published, at least gfi@e@
(15) days prior to the hearing, a notice sum-
marizing the application and the state
a%ency's recommendation, with such partic-
ulars as the review agency mav deemn neces-
sary, including but not limited to the name

 and address of the applicant, the type of
| gro}'ect, and the date, time and place of the

earing, in a newspaper of general circula-
‘tion in the geographical area to be served by
the project, L

History: L. 1976, ch. 280, § 10; L. 1979,
ch. 191, § 9; July 1.

CASE ANNOTATIONS

1. Procedure set forth in this section is consistent
with due process; determination is quasi-judicial. Sub-
urban Medical Center v. Olathe Community Hosp., 226
K. 320, 329, 597 P.2d 654.

65-4811. Parties to review proceedings.
Parties to the review proceedings shall %se
the applicant, the state agency, the health
systems agency filing 2 written protest or
requesting to be a party to a hearing re-
quested by another -and the potentially
adversely affected health facility filing a
written request for a hearing or requesting to.
be a party to a hearing requested by another -
party.
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History: L. 1976, ch. 280, § 11; L. 1978,
ch.260,§ 7 July L
CASE ANNOTATIONS

L “Fotentially adversely affected bealth facility™

construed; proper or appeal determined. Sub-
urban Medical Center v.-Olathe Community Hosp., 226
K ag0, 325, 426, 597 P2d 654.. - .

65-4812. Hearing held by review
agency or hearing officer; hearing on record
and not de novo; location of hearing; ad-
ministration of oaths or-affirmations. The
hearing may be held by the review agency or
a hearing officer, as ordered by the review
agency. The hearing shall be on the record
and shall not be a ds novo hearing. Every
hearing shall be held within the affected
health. service ares and shall be presided
- gver by the review agency or by a hearing
officer assi by the review agency. The
hearing officer shall have the power and
authority to conduct such a. hearin%in the
name of the review agency. In any hearing
conducted pursuant to this section, the re-
view agency or the hearing officer shall have
authority to administer oaths or affirma-
tions.

History: L. 1976, ch. 280, § 12; L. 1979,
ch. 191, § 10; July 1.

T o '%iiflﬂﬂNOﬂhJTONs ' . ,
- 1.. Hearing o appointed to conduct hearin
Suburban M%diml Centzrv. Olathe Community Hospg.:
226 K. 320, 323, 587 P.2d 654.

65-4813. Conduct of hearing; right to
counsel; depositions; transcripts; costs. (a)
At every hearing conducted pursuant to

‘&.S.A. 654812, each party shall have the
right to be repres by counsel.

(b) Depositions shall be taken in the
manner prescribed by law for the taking of
depositions in civil actions in district courts
of this state, ~ - :

(c) A transcript of the hearing shall be
available upon request to anyone who has
deposited with the review agency an amount
of money which the review agency has de-
termined to be necessary to reimburse such
agency for the costs of preparation of the
transcript.

- (d) The costs of the hearing shall be
taxed as such costs would be taxed in a
district court of this state.

" History: L. 1976, ch. 280, § 13; L. 1979,
ch. 191, § 11; July 1.

§3-4814. Decisions; contents; copies
to purties; effective date; approval upon

‘failure of review agency to act. (a) The de-

cision of the review agency shall set forth

‘the findings of fact and a determination of

the issue presented and may approve or dis-
approve the decision of ‘the state agency.
Any decision of the review agency directing
the state agency to issue a certificate of need
shall be subject to lawful conditions pre-

“scribed by the state agency which are made

applicable by rules and regulations of the
state agency to all certificates of need.

“(b) Copies of the decision shall be
) party to the hearing con-
ducted under X.S.A. 654812,

(c) The decision shall be effective thirty
(30) days after the date of issuance unless
otherwise provided in the decision or unless
stayed by a court on appeal.

(d) If the review agency does not issue a
decision within sixty (60) days of the close
of the hearing, the decision of the state
agency shall be deemed approved.

History: L. 1976, ch. 280, § 14; L. 1978,
ch. 260, § 8; L. 1979, ch. 191, § 12; July 1.

63-4815. Approval final, when appeal
rights exhausted; certificate of need; termi-
nation of approval, when; revocation of
certificate of need, procedure. (2) An ap-
proval, approval subject to modification or
disapp of an application shall become
final when all rights to appeal have been
exhausted. When a decision provided for in

. this act which has approved an application

without modification or approved an appli-
cation subject to modification becomes final,
the state agency shall issue a certificate of
need to the applicant.

(b) Approval shall terminate twelve (12)
months after the date of such approval un-
less the applicant has commenced construc-
tion, modemization or conversion to a dif-
ferent license category and is diligently
pursuing the same to completion as deter-
mined by the state agency; or unless the
approval is extended by the state agency for
an additional period of up to twelve (12)
months. upon the showing of good cause for
the extension.
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(c) A certificate of need may be revoked
by the state agency if the stats agency, after
giving notice to the person issu if-
icate of need and after a hearing, finds that
the application for the certificate of need or
the supporting docnments submitted by or
at the request of the person issued the cer-
tificate of need contained false or misleading
statements or misrepresented material facts,
The state agency shall prescribe by rules and

regulations the wre for the issuance of
notice and the conduct of hearings under
this subsection (c). The heaxing shall be
conducted by the state agency or by a hear-
ing officer aipointed by the state agency to
conduct the emﬁr;ﬁ The state agency or the
‘hearing officer s have authority to sub-
poena witnesses, administer o tes-
timony and make ml;x;g relating to the
" conduct of the hearing and the admissibility
of evidence at the hearing. The decision of
the state agency shall be in writing and shall
' specify the findings of facts and conclusions
of law upon which the decision is based.
History: L. 1976, ch. 280, § 15; L. 1979,
ch. 191, § 13; July 1.
CASE ANNOTATIONS
thié Certificate of szadﬁm& gge?s@ed fafx;gm
O mval; o
tion &yﬁﬁ? msm ﬁ Yo dem of Thomf@
&mc@mm'mmmmmm,ss‘? P.24 664,

65-4816. Appeal of review agency decis -

sion to district court; jurisdiction of coust;
notice of appeal; record filed with clerk of

" _ court. Any party to the hearing under K.S.A.

65-4812 may appeal the decision of the re-
view sgency to the district court of the
county in which the health facility is located
or is to be located or, if such health facility is
located or is to be located in more than one
county, to the district court in one of such
counties. The district court shall have the
jurisdiction to affirm, modify, vacate or re-
verse the decision of the review agency
being appealed. Notice of said appeal shall
be filed in the office of the clerk of the
district court, and a copy thereof served
upon the parties to the hearing under K.S.A.
65-4812 within ten (10) days thereafter. The
review agency, within twenty (20) days after
being served, shall file with the clerk of the
distriet. court the record upon which the
review agency based its decision.

History: L. 1976, ch. 280,.§ 16; L. 1978,
ch. 260, § 9; July 1.

‘ CASE ANNOTATIONS
I. “Potentinlly adversely affecied beelth facility™
construed; propec pasties for appeal determined. Sub-
urban Medical Centes v. Olaths Cosmmunity Hosp., 226
K. 320, 326, 332, 597 P.2d 654.

63.481%7. Replacement or repair of cer-
tain depreciable assets with certificate of
need. Depreciable assets that are destroyed
or made inoperable by a catastrophe, or a
disaster due to an act of nature or foxces
thereof, may be replaced, repaired or refus-
biihid without obtaining 2 cestificate of
n

Historys L. 1976, ch. 280, § 17; July L

6543 l%u Act inip licable t? cextain

rojects. This act s not apply to any
ﬁeaith facility project undexta&n prior’ to
the effective date of this act for which a
certificate of need was not required at the
time such project was undertaken or to a
health facility project granted a certificate of
need prior to the effective date of this act,
except that-the provisions of subsection (b)
of K.S.A. 65-4815 shall apply to any health
facility project granted a cestificate of need
less than twelve (12) months prior to the
efective date of this act or baving the ap-
proval of a certificate of need extended

. under the provisions of K.S.A. 65-2a08 for a

period of time terminating subsequent to the
effective date of this act.
'History: L. 1976, cb. 280, § 18; July 1.
CASE ANNOTATIONS
L Cited in review of procedure for issuance of bonds
for haspital under 19-18,128. Pratt v. Board of Thomas
ggéunty Comm’ts, 226 K. 333, 340, 341, 342, 597 P2d

65-48F5. ActL inapplicable to facilities
owned or htﬁlemted b{ federal government.
This act shall not apply to any health facility
that is owned or operated by the United
States government. _

History: L. 1976, ch. 280, § 19; L. 1978,
ch. 260, § 10; July 1. v

65-4820. Action to enjoin undertaking
project. The state agency may file a civil
action to enjoin: (a) Any person from under-
taking a project described in K.S.A. 654803
as requiring a certificate of need unless a
certificate of need has been granted under
this act: or(b) any person from undertaking
or conﬁnuinia project for which a certifi-
cate of need has been granted which signi-
ficantly differs from the project for which
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the certificate of need was granted origi-
nally; or (c) any person from undertaking or
continuing a project for which a’certificate
of need has been revoked pursuant to sub-
section (c) of K.S.A. 654815. =

History: L. 1976, ch. 280, § 20; L. 1979,
ch. 191, § 14; July L.

CASE ANNOTATIONS . -

1. No error by trial court in not issuing injunction

h - no certificate of need required. Stats ex rel

Metzler v. St. Francis Hosp. & Medical Center, 227 K.
53, 55, 57, 605 P.2d 100.

65-1821. Rules and regulations. (a) The
state agency, as such term is defined in
K.S.A. 65-4801, may adopt rules and a-
tions as are necessary to implement and ad-
. minister the provisiens of K.S.A. 654801 to
65-4820, inclusive, and acts amendatory
thereof and supplemental thereto.

(b) Anyrules and regulations adopted by
the state agency prior to the effective date of
this act to implement and administer the
provisions of K.S.A. 654801 to 654820, in-
clusive, shall remain in full force and effect
until amended, modified, suspended, re-
voked or nullified pursuant to. law.
 History: L. 1980, ch. 198, § 3; April 23.
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AMENDMENTS TO K.S.A. 65-4801, et seq., PASSED BY THE 1982 LEGISLATURE

CHAPTER 272
House Bill No. 2750

AN ACT relating to health facilities; concerning cestificates of need for $uch
facilities; providin for the expiration of the act; amending K.5.A. 65801,
65-4805, 651308, 554809. 65-4811, 65-4813 and 654816 and repealing the
existing sections; also repealing K..A. 654810, 65-4812 and 65-4813.

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

" Section 1. K.S.A. 654801 is hereby amended to read as fol-

lows: 65-4801. As used in this act, unless the context clearly
requires otherwise: (a) “Licensing agency” means the department
of health and environment with reference to facilities licensed
pursuant to K.S.A. 1680 Supe- 30-027 and %54 65428, and the
department of social and rehabilitation services with reference to
facilities licensed pursuant to K.S.A. 188¢ 1981 Supp. 75-3307b,
exclusive of facilities for the mentally retarded, community men-
tal health centers and facilities serving other handicapped: per-
sons; and the cemmissioner of insurenee with reference to orga-
nizations granted eertificates of autherity pursuant te k5 - 1080

(b) “Health facility” means a medical care facility as defined
in K.S.A. 65-425; psychiatric hospital; heelth meintenanee orge-
nﬁa&mwée&neéh&:&%:%@%@%%@%aduk care
home, which term shall be limited to skilled nursing home,
intermediate nursing care home and intermediate personal care
home as said such terms are defined in K.S.A. 1988 Supp- 39-923;
and kidney disease treatment center, including centers not lo-
cated in a medical care facility. ,

(c) “State agency” means the secretary of the department of
health and environment. :

(d) “Health systems agency” means an agency designated
under section 1515 of public law 93-641 (42 U.S.C. 300l-4), and
amendments thereto, and shall include health systems agencies
conditionally designated under such section.

(e) *“Health service area” means the area for which a health
systems agency is responsible.

{e} (/) “Application” means an application for a certificate of
need made to the state agency and shall be in such form and shall
contain such information as the state agency may prescribe.

&) (g) “Health facility service” means a clinically related
service, including, but not limited to, a diagnostic, curative or
rehabilitative service, provided in or through a health facility and
the entities in or through which such services are provided.

&) (h) “Person” means the state of Kansas or any political
subdivision or instrumentality thereof, any individual, firm,
partnership, corporation, company, association, or joint stock
association, and the legal successor thereof.

&) (i) “To offer” when used in connection with health facility
services means that the health facility holds itself out as capable
of providing, or as having the means for the provision of, speci-
fied health facility services.
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89 (j) “Major medical equipment’ means medical equipment
which costs in excess of eme Rfey the
(5150.600} $400,000, except such term shall not include medical
equipment acquired by er on behalf of a clinical laboratory to
provide clinical laboratory services if the clinical laboratory is
independent of an office of a person licensed to practice a branch
of the healing arts, is independent of a health facility, and has
been determined under title XVIII of the federal social security
act to meet the requirements of paragraphs (10) and (11) of
subsection (s) of section 1861 of said such act (42 U.S.C. '1395x).
In determining whether medical equipment has a value in excess
of ene hundred Gfty theusand deHers ($1506,668) $400,000, the
value of studies, surveys, designs, plans, working drawings,
specifications and other activities essential to the acquisition of
such equipment shall be included.

) (k) “Health maintenance organization” shall be defined for
purposes of this act in the same manner as said term is defined in
K.S.A. 1088 Supp- 40-3202.

Sec. 2. K.S.A.65-4805 is hereby amended to read as follows:
65-4805. (a) Except as otherwise provided in subsection (d),
projects requiring a certificate of need before they are undertaken
include, and shall be limited to, the following:

(1) The construction, development or other establishment of a
new health facility.

(2) The construction, development or other establishment of
additional bed capacity in a health facility, except the state
agency may exempt projects for additions of 10 beds or 10% of the
health facility’s licensed beds, whichever is less. Such exemption
shall be limited to projects proposed in any two-year period.

(3) The offering of a health facility service having an esti-
mated annual operating budget of more than $250,000 and which
was not offered on a regular basis within the twelve-month period
prior to the time such service is proposed to be offered.

(4) Any capital expenditure, as defined in subsection’ (b),
made by or on behalf of a health facility, community mental
health center required to be licensed pursuant to K.S.A. 1888
1981 Supp. 75-3307b and amendments thereto, treatment facility-
for drug abusers required to be licensed pursuant to K.S.A.
65-4601 and amendments thereto, or a treatment facility for alco-
holics required to be licensed pursuant to K.S.A. 65-4012 and
amendments thereto, except that this subsection (a)(4) shall not
apply to expenditures solely for: (i) Site acquisitions; or-{ii) the
termination or reduction of beds or services which previously had
been provided in the facility. :

(5) An acquisition made by or on behalf of a health facility
under lease or comparable arrangement, or through donation,
which would have required a certificate of need if the acquisition
had been by purchase. ~

(6) Any expenditure made by or on behalf of a health facility
in excess of eme hundred Riy theuwsend delars ($156;
$600,000 in preparation for the offering or development of a
project which would require a certificate of need under this
subsection (a).
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() The permanent redistribution of bed capacity among dif-
ferent licensure categories in a health facility, except for any
redistribution resulting from-a decision of the state agency which
is responsible for certification under title XIX of the federal social
security act.

(8) The acquisition of major medical equipment by any per-
son, if such equipment will be used to provide health facility
services to persons admitted to a health facility. '

(b) As used in this section, “capital expenditure” means an
expenditure, including an expenditure for a construction project
undertaken by the facility as its own contractor, which, undes
generally accepted accounting principles, is not properly charge-
able as an expense of operation and maintenance and which
exceeds ene hundred ffty theusend delars ($158;660} $600,000.
The total individual project cost shall be limited to all depreci-
able assets to be owned or used by the health facility as a result of
the project and which would normally be capitalized under
generally accepted accounting procedures.

(c) Where tge estimated costs of a proposed project, including
«cost escalation factors appropriate to the area in which the project
is located, is certified and filed with the state agency, within sixty
{86} 60 days before the date on which the obligation for such
- expenditure is incurred, by a registered architect es, licensed
_ professional engineer or a certified public accountant to be ewe

dellars ($155; e¢ less than the
amounts specified in subsaction (j) of K.5.A. 654801 and amend-
ments thereto, and subsections (a)(3), (a)(6) and (b} of K.S.A.
65-4805 and amendments thereto, such expenditure shall be
deemed not to exceed eme hundred £l theusand delless
{$150,000) such amounts regardless of the actual costs of such
project. If the state agency finds the estimate to be substantially in
error and that the project will cost in excess of ene Bty
, 505 such amounts, the state agency may
“'require that a certificate of need be obtained. Where the actual
cost of the project exceeds ene hundred ffty thousend delers
- such amounts, the health facility on whose behalf such
expenditure is made shall provide written notification of such
cost to the state agency not more than thirty (30} 30 days after the
date on which the health facility becomes aware that the actual
cost for the proposed project will exceed such amount.

(d) Consistent with the provisions of subsection (b) of section
117 of the act of Congress entitled, “planning and resources
development amendments of 1979” (Pub. L. 96-79), the state
agency shall develop and adopt rules and regulations for. the
purpose of exempting certain health maintenance organizations
from the requirements of obtaining certificates of need pursuant
to K.S.A. 65-4801 et seq., and amendments thereto, for those
instances specified in subsection (b) of said such section 117.

Sec. 3. K.S.A.65-4808 is hereby amended to read as follows:
65-4808. (a) The state agency shall review, in accordance with
procedures established pursuant to section 1532 of public law
93-641 (42 U.S.C. 300n-1), and either approve, approve subject to
modification or deny an application within ninety (68} 90 days of
receipt of the completed application. The state agency may con-
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Juct public hearings in the course of review of applications if the
state agency determines that a public hearing is necessary for
good cause shown, as defined in rules and regulations adopted by
the state agency. .

(b) If the state agency does not issue its decision within
ainety (09} 90 days after the receipt of a completed application, it
shell be deemed thet the state has &i the i
estion for a eertifieate of need: tie applicant may bring an action
in the appropriate state court to require the state agency to
approve or disapproce the application.

(c) If the state agency’s decision differs from the recommen-
dations of the health systems agency, the state agency shall
submit to the appropriate health systems agency a statement of its
reasons for making such decision.

(d) The state agency may adopt rules and regulations which
establish procedures for reconsideration by the state agency of a
state agency decision under subsections (@) or (b). .

" (e) The state agency’s decision under subsections (a) or (b)
shall constitute the final decision of the state agency under this
section unless reconsideration of the state agency decision is
undertaken pursuant to subsection (d). If such reconsideration is
undertaken, the state agency's decision under subsection (d) shall
constitute the final decision of the state agency under this section.

Sec. 4. K.S.A.65-4809 is hereby amended to read as follows:
65-1809. Any final decision of the state agency issued pursuant to, -
K.S.A. 654808 and amendments thereto, shall take effect thirty
(36} 30 days following its issuance unless within such time an
applicantreqaes&s%nw&biag&heaﬁﬂgbyéhereﬁewageney;‘ere
weitten protest is filed by the epprepriate, a health systems
agencyw&bh%hefeviewegeneyfeqae&éﬂgehee&ngbytherev&ew
eseney or a health facility which believes its interests are ad-
versely affected by the decision requests in writing e hearing by
the review ageney duly appeals such decision in accordance with
K.S.A. 65-4816 and amendments thereto. -

The apphieants o health faeility’s written request for e hearing
eﬁhe%&gef&w&&eﬁpfeée&&by%he&ppmpﬁeﬁehea%hsﬂ%em
ageney Such appeal shall operate to suspend and stay the state
agency’s certificate of need decision pending the heering and
entey T‘- e final deeisien by the review ageney disposition of the
appea » . .

Sec. 5. K.S.A.65-4811 is hereby amended to read as follows:
65-4811. Parties to the review any appeal proceedings shall be
limited to the applicant, the state agency, the health systems
agencyﬁhagawr&@pmée&berreq&esﬁ—ngéebeawtee
hearing by another party and the petentially and the-
potentially adversely affected health facility fling a written re--
q&es%ﬁef&he&riﬁgerfequesﬁﬂgéobeap&ﬁyte&heeﬁng

Sec. 6. K.S.A. 654815 is hereby amended to read as follows:
654815. (a) Ar epprevel; apprevel subjeet to meodifiestion or
disappreval of en applieation shall beecome finel when ot} richts
to appea} have been exhausted: When a decision provided for in
this act which has approved an application without modification
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es, approved an application subject to modification or approved
an application in accordance with subsection (b) of K.S.A. 65-
4808 and amendments thereto, becomes final, the state agency
shall issue a certificate of need to the applicant.

(b) Approval shall terminate twelve 412y 12 months after the
date of such approval unless the applicant has commenced con-
struction, modernization or conversion to a different license cat-
egory and is diligently pursuing the same to completion as
determined by the state agency; or unless the approval is ex-
tended by the state agency for an additional period of up to
wwelve 3} 12 months upon the showing of good cause for the
extension.

(c) A certificate of need may be revoked by the state agency if
the state agency, after giving notice to the person issued the
certificate of need and after a hearing, finds that the application
for the certificate of need or the supporting documents submitted
by or at the request of the person issued the certificate of need
contained false or misleading statements or misrepresented ma-
terial facts. The state agency shall prescribe by rules and regula-
tions the procedure for the issuance of notice and the conduct of
hearings under this subsection (c). The hearing shall be con--
ducted by the state agency or by a hearing officer appointed by the
state agency to conduct the hearing. The state agency or the
hearing officer shall have authority to subpoena witnesses, ad-
minister oaths, take testimony and make rulings relating to the
conduct of the hearing and the admissibility of evidence at the
hearing. The decision of the state.agency shall be in writing and
shall specify the findings of facts and conclusions of law upon
which the decision is based.

Sec. 7. K.S.A. 654816 is hereby amended to read as follows:
65-4816. Any party te the hearing under XS 651313 specified
under K.S.A. 654811 and amendments thereto, may appeal the
decision of the review state agency to the district court of the
county in which the health facility is located or is to be located or,
if such health facility is located or is to be located in more than
one county, to the district court in one of such counties. The
district court shall have the jurisdiction to affirm, medify; vacate

or reverse the decision of the review state agency being appealed.
Notice of seid such appeal shall be filed in the office of the clerk of
the district court, and a copy thereof served upon the parties te
the hesrins under X:S-A- 651812 within ten 9} 10 days there-
after. The review state agency, within twenty (30} 20 days after
being served, shall file with the clerk of the district court the
record upon which the review state agency based its decision.

New Sec. 8. The provisions of K.S.A. 65-4801 to 65-4821,
inclusive, and amendments thereto, shall expire on July 1, 1983. .

) Sec. 9. K.S.A. 65-4801, 65-4805, 65-4808 to 65-4813, inclu-
sive, 65-4815 and 65-4816 are hereby repealed. '

Sec. 10. This act shall take effect and be in force from and
after its publication in the statute book.
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APPENDIX B
KANSAS CERTIFICATE OF NEED PROGRAM REGULATIONS
K.A.R. 28-42-1: Definitions:
a. Sponsor
b. Predevelopment Activities
c. Directly Affected Persouns
d. Permanent Redistribution of Bed Capacity
e. Physical Construction
f. Schematic Phase
g. Design Development Phase
h. Estimated Project Cost
i. Final Project Cost
K.A.R, 28-42-2: Reserved for future use.
K.A.R. 28-42-3: Notification Before Application
K.A.R. 28-42-4: Conference Before Application
K.A.R. 28-42-5: Application for Certificate
K.A.R. 28-42-6: Public Hearing Requirements
K.A.R. 28-42-7: Review by State Agency
K.A.R. 28-42-8: Reserved for future use.
K.A.R. 28-42-9: Reconsideration of a State Agency Decision
K.A.R. 28-42-10: Exemptions for Health Maintenance Organizations
K.A.R., 28-42-11: Progress Reports
K.A.R. 28-42-12: Commencement of Comstruction
K.A.R. 28-42-13: Extensions of a Certificate of Need
K.A.R. 28-42-14: Transferability of Certificate
K.A.R. 28-42-15: Substantial Compliance with Certificate of Need Authority

K.A.R. 28-42-16: Revocation of a Certificate
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28-42-1. Definitions. (a) "Sponsor” means a person who notifies the state
agency of his or her intent to undertake a project which requires a
certificate of need, or a person who submits an application for a certificate
of need.

(b) "Predevelopment activities” means those activities in preparation for
the offering or development of a project which requires a certificate of need,
including architectural designs, plans, working drawings, and specifications.

(c) "Directly affected persons” means the sponsor, the health systems agency
serving the area in which the proposed project 1is to be located, health
systems agencies serving contiguous areas, members of the public who shall be
served by the proposed project, health facilities located in the health
service area of the proposed project which provide services gsimilar to those
of the proposed project, health facilities which have notified the state
agency formally of an intention to provide similar services in the future, and
any agency which establishes rates for health facilities in the health service
area of the proposed project.

(d) "Permanent redistribution of bed capacity” means a health facility's
conversion from one licensure category to another, of more than ten (10) beds
or ten percent (10%Z) of its total bed capacity, whichever is less, for a
period of over ninety (90) days. ,

(e) "Physical construction” means in the case of a new health facility or
lateral additions to an existing health facility, the excavation for the
foundation, or installation of foundation forms, pilings, or footings by the
contractor. In the case of vertical additions to an existing health facility,
“physical construction” means the construction of the structural framework by
the contractor, and in the case of renovation or alteration of an existing
health facility, "physical construction” means installation of fixtures 1in an
unfinished area, or removal of existing fixtures in an area in preparation for
new construction by the contractor.

(f) "Schematic phase” means that phase of a construction project during
which studies consisting of drawings and other documents illustrating the
scale and relationship of project components are developed.

(g) "Design development phase" means that phase of a construction project
during which drawings and other documents are produced which fix and describe
the size and character of the entire project as to structural, mechanical, and
electrical systems, materials and such other essentlals as may be appro-
priate.

(h) "Estimated project cost” means: (1) in the case of a construction
project, the total project cost as certified by a registered architect or
licensed professional engineer during the schematic phase of architectural
development; or

(2) in the case of a project which consists solely of equipment purchases, a
certified estimate of cost from the vendor of the equipment.

(1) "Final project cost" means: (1) in the case of a construction project,
the total project cost as certified by a registered architect or licensed
professional engineer at the design development phase; or

(2) in the case of a project which consists solely of equipment purchases,
the total cost of the equipment as specified in the purchase agreement.
(Authorized by K.S.A. 65-4704, 65-4805, 65-4806, 65-4808, 65-4815,
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65-4821; effective May 1, 1979; amended, E-81-7, March 12, 1980; amended May
1, 1980; amended, E-81-34, November 12, 1980; amended May 1, 1981.)

28-42~2. (Reserved for future use.)

28-42-3. Notification before application. Any person who intends to
undertake any project which may require a certificate of need shall notify the
state agency of that intent before he or she submits an application for a
certificate. The state agency shall be notified at least thirty (30) days
before the person submits an application according to procedures adopted by
the state agency. The state agency shall then determine whether the project
requires a certificate of need. If the applicant does not submit an
application within six (6) months of notifying the state agency, notification
may be withdrawn. (Authorized by K.S.A. 65-4806 and 65-4821; effective May
1, 1979; amended, E-81-34, November 12, 1980; amended May 1, 1981.)

28-42-4, Conference before application. After a sponsor has notified the
state agency of his or her intent to undertake a project which may require a
certificate of need, and the state agency has determined that a certificate of
need is required, the sponsor shall schedule a conference with the health
systems agency. The purpose of the conference shall be to provide the sponsor

with technical assistance in preparing the application and to review with the

sponsor the plans, criteria, and procedures applicable to the proposed
project. The health systems agency shall promptly inform the state agency by
letter of the issues discussed and results of the conference. The conference
shall be held before the sponsor submits an application for a certificate of
need. (Authorized by K.S.A. 65-4806; effective May 1, 1979.)

28-42-5, Application for certificate. (a) There shall be twelve (12)
application cycles. A cycle shall begin on the second Monday of each month
and only those applications submitted in triplicate to both the state agency
and in the requested number (not to exceed twenty (20) copies) to the

" appropriate health systems agency by that date shall be considered by the

state agency during that particular application cycle. The state agency shall
review each application to determine if it is complete and shall notify the
sponsor by the fifteenth day of the applicable application cycle of whether
the application is complete. If so, the application shall be filed on the
fifteenth day of the applicable application cycle. If the application is
incomplete, however, the state agency shall notify the sponsor of the
additional information needed to complete the application. Incomplete appli-
cations will be reviewed again during the application cycle commencing after
the date upon which the information needed to complete the application is
submitted.

(b) If after three (3) months, the sponsor has not responded to the state
agency's request for additional informationm, the state agency may notify the
sponsor that the application is considered withdrawn.

(¢) The state agency shall mnot accept for review an application for a
certificate of need for a project which was previously denied unless the
appeal process relating to the denial has been exhausted.
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(d) All completed applications reviewed in the same cycle which pertain to
similar types of services, facilities, or equipment affecting the same health
service area as determined by the state agency, shall be considered in
relation to each other. (Authorized by K.S.A. 65-4704, 65-4806, 65-4808,
65-4821; effective May 1, 1979; amended, E-81~7, March 12, 1980; amended May
1, 1980; amended, E-81-34, November 12, 1980; amended May 1, 1981.)

28-42-6. Public hearing requirements. At every public hearing conducted by
a health systems agency or the state agency: (a) The hearing shall be
recorded by a certified shorthand reporter who shall also administer oaths and
affirmations.

(b) Oral evidence shall be taken only on oath or affirmation.

(c) Any person desiring to be heard shall be afforded an opportunity to
submit, either orally or in writing, as directed by the hearing officer, any
information which is relevant to the hearing.

(d) The sponsor, representatives of the health systems agency, representa-
tives of potentially adversely affected health facilities, and the hearing
officer may direct relevant questions to any person who testifies at the
hearing.

(e) Written evidence shall become part of the record if it 1is identified,
offered, and accepted as an exhibit. (Authorized by K.S.A. 65-4704, 65-4804,
65-4808; effective May 1, 1979; amended, E-81-7, March 12, 1980; amended May
1, 1980.)

. 28-42-7, Review by state agency. (a) The health systems agency shall
submit its record to the state agency, which record shall consist of at least
the following: (1) if a public hearing is held, (A) a tranmscribed copy of the
public hearing proceedings prepared by a certified shorthand reporter, along
with a statement indicating the cost of transcribing the record, which cost
shall be paid by the state agency;

(B) a summary of the hearing which specifies who testified and any exhibits
introduced, identified, and accepted;

(C) any written arguments or briefs submitted to the health systems agency
by any directly affected person. Such documents shall be delivered, within
three (3) days of its delivery to the health systems agency, to the sponsor
and any potentially adversely affected health facilities, representatives of
which appeared at the public hearing; '

(D) - the health systems agency's findings of fact regarding cach review
objective and criterion, established by the statewide health coordinating
council. and its recommendation concerning the project;

(E) a certified statement that the review complied with all relevant
statutes and regulations and that documentation of such compliance 1is
available; or

(2) if a public hearing is not held, subparts (C), (D), and (E) of section
(1), the health systems agency's analysis of the project, and any written
response by the sponsor to the health systems agency's analysis.

(b) 1In rendering its decision, the state agency shall consider evidence
contained in the application, record of the public hearing, if one is held,
written arguments or briefs, and the health systems agency's findings of fact
and recommendations.
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(c) If a.public hearing is not held by the health systems agency, the state
agency shall consider evidence contained in the application, the health
systems agency's analysis of the proposed project, any response by the sponsor
to the health systems agency's analysis, any written comments submitted to the
health systems agency, and the health systems agency's findings of fact and
recommendations.

(d) The state agency may find that there is good cause shown for conducting
a public hearing if: (1) significant, relevant information is not included in
the record submitted by the health systems agency; or

(2) there have been significant changes 1in the factors or circumstances
reflected in the record submitted by the health systems agency; or

(3) the health systems agency materially failed to follow established
procedures in compiling the information submitted to the state agency; or

(4) the state agency determines there are other bases which constitute good
cause for conducting a public hearing.

(e) Any evidence presented to the state agency relating to cause for holding
a public hearing shall be submitted on or before the seventieth (70th) day
following the date upon which the application was filed.

(£) If the state agency conducts a public hearing based upon any of the
reasons stated in subsection (d), the complete transcript of that hearing
shall become part of the record upon which the state agency renders its
decision, and the state agency shall render its decision within ninety (90)
days of the date upon which the application was filed. (Authorized by K.S.A.
65-4704, 65-4807, 65-4808; effective May 1, 1979; amended, E-81-7, March 12,
1980; amended May 1, 1980.)

28-42-8, (Reserved for future use.)

28-42-9, Reconsideration of a state agency decision. (a) Any person may
request the state agency to reconsider its decision. Requests for recon-
sideration shall be received by the state agency no later than fifteen (15)
days after the date of the state agency decision and shall be granted only
upon good cause shown therefor.

(b) The state agency may find good cause for reconsideration of its decision
if a request for reconsideration: (1) presents significant, relevant infor-
mation not previously considered by the state agency;

(2) demonstrates that there have been significant changes 1in factors or
circumstances relied upon by the state agency in reaching its decision;

(3) demonstrates that the state agency has materially failed to follow its
adopted procedures in reaching its decision; or

(4) states other grounds which the state agency determines to constitute
good cause shown.

(¢) If the state agency finds that good cause has been shown, it shall
conduct a public hearing for reconsideration of the decision. The hearing
shall commence within thirty (30) days of the receipt of the request for a
reconsideration and the state agency shall render its decision wupon recon-
gideration within forty~five (45) days of the hearing.

(d) The state agency shall provide written notification of the hearing to
the person requesting the hearing, the sponsor, the health systems agency
which reviewed the project, and others wupon request. (Authorized by K.S.A.
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65-4704 and 65-4808; effective E—81-7, March 12, 1980; effective May 1, 1980.)

28-42-10. Exemptions for health maintenance organizations. (a) Projects
specified in K.S.A. 65-4805(a)(1l) shall not be reviewed for certificates of
need if exemption requests are filed with and approved by the state agency and
the state agency determines the sponsors to be health maintenance organi-
zations.

(b) Projects specified in K.S.A. 65-4805(a)(2) to 65-4805(a)(8) shall not be
reviewed for certificates of need if exemption requests are filed with and
approved by the state agency and the state agency determines the sponsors to
be: (1) a health maintenance organization or a combination of health
maintenance organizations which, (A) have in their service areas enrollments
of at least fifty thousand (50,000) individuals;

(B).shall offer the services in locations which are reasonably accessible to
the enrolled populations; and :

(C) demonstrate that at least seventy—-five percent (75%) of those who shall
receive the services shall be enrollees of the health maintenance organi-
zations; or

(2) health facilities which are or shall be controlled by health maintenance
organizations meeting the conditions set forth in (a), (B), and (C) of (b)(1)
of this regulation; or

(3) health facilities or portions of health facilities which are or shall be
leased to health maintenance organizations meeting the conditions set forth in
(A), (B), and (C) of (b)(1) of this regulation and which have at least
fifteen (15) years remaining in the term of the lease.

(c) Facilities or equipment receiving exemptioms pursuant to paragraph (b)
of this regulation shall not be sold or leased, nor shall control or wuse of
these assets be transferred to any other organizations unless: (1) the state
agency issues certificates of need approving their sale, lease, or acqui-
sition; or

(2) the state agency grants exemptions pursuant to paragraph (b) of this
regulation.

(d) Certificate of need applications submitted by health maintenance
organizations or by health care facilities controlled or leased by health
maintenance organizations for projects which are not exempt from review shall
be approved by the state agency 1f it is determined that: (1) the proposed
projects are required to meet the needs of the members of the health
maintenance organizations and of the new members which such organizations can
be reasonably expected to enroll; and

(2) the health maintenance organizations are unable to provide, through
services or facilities which can be reasonably expected to be available to the
organizations, their health facility services 1in a reasonable and cost-
effective manner which is consistent with the basic methods of operation of
the organizations and which make such services avallable on long—term bases
through physicians and other health professionals associated with them.

(e) Facilities or equipment receiving certificates of need pursuant to
paragraph (d) of this regulation shall not be sold or leased, nor shall
control or use of these assets be transferred to any other organizations
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unless certificates of need are issued by the state agency for their sale,
lease, or acquisition. (Authorized by K.S.A. 65-4805 and 65-4821; effective
November 12, 1980; amended May 1, 1981.)

28-42-11. Progress reports. Sponsors who have been issued a certificate of
need shall submit progress reports at least annually, according to procedures
the state agency shall specify, until the project is completed. The state
agency may require additional periodic reports. (Authorized by K.S.A.
65-4815; effective May 1, 1979.)

28-42-12. Commencement of construction. (a) The sponsor shall notify the
state agency when it commences construction and shall indicate the anticipated
completion date of the project.

(b) The sponsor has commenced construction when he or she has: (1) provided
the state agency with a copy of the comstruction contract which specifies the
date by which actual construction is scheduled to begin and the date by which
it is scheduled to be completed;

(2) provided evidence to the state agency demonstrating that the sponsor has
the funds available to complete the project; and

(3) provided documentation that physical construction has begun.

(¢) A certificate of need shall terminate twelve (12) months after its
effective date unless the sponsor has commenced construction or has requested
of, and received from the state agency, an extension of the certificate of
need, pursuant to K.A.R. 28-42-13. (Authorized by K.S.A. 65-4704, 654804,
65-4815, 65-4821; effective May 1, 1979; amended, E-81-7, March 12, 1980;
amended May 1, 1980; amended, E-81-34, November 12, 1980; amended May 1,
1981.)

28-42-13., Extensions of a certificate of need. The state agency will not
extend its approval of a project, unless the sponsor of the project submits,
at least sixty (60) days prior to the expiration date of the state agency's
original approval, a written request for an extension of such approval. The
secretary may waive the sixty (60) day requirement for good cause shown. No
extension of the state agency's approval will be granted unless the sponsor of
the project makes a showing of good cause for such extension. Further, no
extension exceeding twelve (12) additional months shall be granted. (Author-
ized by K.S.A. 65-4704, 65-4808, 65-4815; effective May 1, 1979; amended,
E-81-7, March 12, 1980; amended May 1, 1980.)

28-42-14, Transferability of certificate. The secretary may permit a
certificate of need to be transferred from the sponsor 1if the transferee
provides adequate written justification of his or her ability to satisfy the
requirements of the sponsor's certificate of need. (Authorized by K.S.A.
65-4802; effective May 1, 1979.)

28-42-15. Substantial compliance with certificate of need authority. (a) A
project is in substantial compliance with certificate of need authority when:
(1) the final project cost does not exceed the estimated project cost by more
than twenty percent (20%), exclusive of inflationary increases which can be
documented by the sponsor; and
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(2) there is no change in the scope of the project which, in 1itself, meets
or exceeds one or more of the thresholds for certificate of need review, as
set forth in K.S.A. 1980 Supp. 65-4805(a)(l), (2), (3), (5), (6), (7), and
(8)0

(b) The sponsor shall submit to the state agency periodic written reports of
progress toward completing the project until the project is operational. One
of these progress reports shall be a report at the design development phase of
the project, prior to comnstruction bid letting. (Authorized by K.S.A.
65-4704, 65-4820, 65-4821; effective E-81-34, November 12, 1980; effective May
1, 1981.)

28-42~16., Revocation of a certificate. (a) The state agency may revoke a
certificate of need at any time 1f, after a hearing, the secretary determines
that - the approval of the certificate was based wupon evidence found to be
false, misleading, or misrepresented. The state agency, either upon its own
motion, or upon a complaint filed therewith by any person, shall schedule a
hearing if there exist reasonable grounds to believe that the approval of any
certificate of need was based upon such evidence. The purpose of any such
hearing shall be to determine whether such approval was, in fact, based upon
such evidence. :

(b) Notice of any such hearing shall be served, by certified mail, upon the
certificate holder. The notice shall advise of the date, time, and place of
the hearing and shall state, with particularity, the grounds upon which the
agency bases its belief that approval of the certificate of need may have been
based upon false, misleading, or misrepresented evidence, No such hearing
shall be held less than twenty (20) calendar days from the date wupon which
notice of the hearing was sent to the certificate holder.

(¢) (1) 1If the hearing officer at any such hearing 1is other than the
secretary, subsequent to such hearing, the hearing officer shall make written
recommendations to the secretary, specifying the hearing officer's findings of
fact, conclusions of law, if any, and a suggested disposition of the matter.

(2) if the secretary presided at the hearing conducted pursuant to this
section, or following receipt by the secretary of the hearing officer's
written recommendations, the secretary shall comsider the matter and render a
final decision regarding the same, which decision shall state the secretary's
findings of fact, conclusions of law, if any, and the ultimate disposition of
the matter.

(d) A copy of the secretary's decision shall be sent by certified mail to
the certificate holder. The effective date of such decision shall be twenty
(20) calendar days following the date upon which the secretary's decision was
sent to the certificate holder. (Authorized by K.S.A. 65-4704, 65-4808, and
65-4815; effective E-81-7, March 12, 1980; effective May 1, 1980.)
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NOTE:

APPENDIX C
ADDRESSES OF STATE AGENCY AND ADVISORY AGENCIES
AND MAP OF HEALTH SERVICE AREAS

All requests for information and application forms should be directed
to the State Agency.

State Agency

Kansas Department of Health and Environment
0ffice of Health Planning

6700 South Topeka Avenue, Building 321
Topeka, Kansas 66620

(913) 862~9360, ext. 536

Health Systems Agencies

Health Systems Agency of Northeast Kansas (HSANEK)
1195 S.W. Buchanan, Suite 101

Topeka, Kansas 66604

(913) 233-3385

Health Systems Agency of Southeast Kansas (HSASEK)
Allied Building

355 North Waco, Suite 209

Wichita, Kansas 67202

(316) 264-2861

Please Note: There is no health syétems agency in Health Service Areas

T and 1V (see the map on Page C-2 for counties in each Kansas

health service area).

Department of Health and Environment

Office of Health Facilities

6700 South Topeka Avenue, Building 740
Topeka, Kansas 66620

(913) 862-9360, ext. 578

Commissioner of Insurance

Commissioner of Insurance

Kansas Insurance Department

State Office Building, First Floor
Topeka, Kansas 66612

(913) 296-3071
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Depaftment of Social and Rehabilitition Services

Mental Health and Retardation Services
State Office Building, Fifth Floor
Topeka, Kansas 66612

(913) 296-3774

Alcohol and Drug Abuse Services

2700 West Sixth Street, Biddle Building
Topeka, Kansas 66606

(913) 296-3825

KANSAS HEALTH SERVICE AREAS
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There is no health systems agency in operation in the health
" service area. :
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February 14, 1983

An Approach to Improving Services in Nursing Homes

House Public Hea%th and Welfare Committee

By Barbara J. Sabol

Secretary, Department of Health and Environment \

Over the past few years there have beenattempts at improving the quality
of care in Adult Care Facilities, but the balance between what is the best
for patients in care and what the nursing home industry is able or willing
to accommodate has been a delicate one and there is room for improvement.

The Department of Health and Environment has developed a strong program
to enforce the standards for the nursing home environment, services and proper
management. This program will continue to be strengthened. The Department has
promulgated standards of care up to the limits allowed by State statutes, and
from time to time we have recommended changes in the statutes. Last session
we began placing all persons responsible for operating nursing homes on the
license and supported Senate Bill No. 902 which required the inclusion of owners
to be a party to the license so that accountability for management could be
strengthened. This was passed resoundedly by the Legislature. This session
Senate Bill No. 10 would limit the number of corporations (persons) on the license
to three. We support its passage as well.

Today, I would like to bring another matter to your attention, namely, the
training required to achieve the basic skills of the nursing home staff who
provide the predominant day to day hands-on nursing services for the individuals
in these places. I speak to the nurse aides who feed, bathe, change bedding,
transfer patients and daily provide other services to elderly, frail and/or
handicapped people in adult care homes.

The situation here is becoming more strained. Our Kansas citizens are
becoming older, those in nursing homes are more impaired, and the need for
adequately trained staff is greater. The turnover of staff is great, 36%Z of
the aides providing care to people are untrained, yet our Kansas statutes do not
allow our agency to require that training be completed before an aide has been
employed for 90 days.

No other group giving such intimate and important care in our State can
do so without any training. This state of affairs does not serve our older
citizens well nor the State itself.

I would like to bring you a proposal in conceptual form for your consideration
and ask that you have a bill drafted for fuller deliberation of this matter this
session.

The concept is this: An aide can be employed by a nursing home without
having had any training, but the aide should not be allowed to perform any
"hands-on" services for a patient until that skill has been taught by individuals
capable of teaching the skill to acceptable standards and the skill has been
learned by the aide. The skills I speak of which require training are feeding
stroke victims, transferring patients with special needs and problems from bed
to wheelchair and wheelchair to bed, making beds with a patient in it, takiijbwﬁmdv
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pulse, blood pressure, and temperature and the like. There are many services an
aide can perform after employment which would not require special skills. Some
of these include moving a patient in a wheelchair, delivering meals to a patient,
taking water and answering a call light, etc.

A task force comprised of Secretaries and other officials of the Board of
Nursing, Social and Rehabilitation Services, Health and Enviromment, Education,
Aging, Human Resources, and the Board of Regents examined the issue of recruit-
ment and employment training for adult care home aides as directed by the 1980
Senate Concurrent Resolution No. 1673. The task force recommended implementation
of a forty-hour program of post-employment training for direct care staff, mandated
to be successfully completed within the first seven days of employment.

One proposal would be to take the existing ninety-hour course and divide it
so that a basic forty-hours is given to aides in the first one to two weeks of
employment, the remainder given later so that certification can be achieved as
soon as possible. There may be other approaches.

Another proposal would be a flexible program of phased training in which aides
would be trained one skill at a time after which they would be checked out by an
R.N. and then allowed to perform that nursing service. For example, an aide could
be taught how to bathe male and female patients and when proficient would be
allowed to perform that service, learn another skill and then perform it, etc.

There may be other workable possibilities any of which would provide training
of the skills needed to provide safe and efficient services to people in these
homes —- even though the program we invent to do this may not be perfect, it will
far excel the current situation of no training for ninety-days and 36% of the
aides being untrained.

In summary, the concept to be placed in the statute should be framed so that
aides may be employed, but may not provide services requiring a nursing skill without
training. Certification would come after completion of training for all the nursing
skills. The forty-hour proposal has been most studied and was found acceptable
by the leadership of all agencies involved.

We stand ready to assist the committee in exploring possibilities, developing
the new statutory language, and in implementing this policy should it become law.

Thank you for the opportunity to speak to this important issue today. I would
be happy to answer questions.






