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Sec. 24. Minnesota Statutes 1978, Section 474.10, Subdivision 3, is amended to
read:

Subd. 3. Tax increments with respect to any industrial development project shall be
segregated and specially accounted for by the county treasurer until all bonds issued to
finance the project have been fully paid; but the county treasurer shall remit the same to
the municipality or redevelopment agency only in the amount certified o him to be
required for any of the purposes stated in subdivision 2. The amount so needed shall be
certified annually to the county auditor and treasurer by the municipality or
redevelopment agency on or before October 1. Any tax increment remaining in any year
after such remitiance shall, when collected, be distributed among all of the taxing districts
levying taxes on the project area, in proportion to the amounts so levied by them,
respectively. The provisions of this subdivision shall not apply to a project, certification of
which is requested subsequent to the effective date of the Minnesota tax increment

Sec. 25. REPEALER. Minnesota Statutes 1978, Sections 458.192, Subdivision 12;
472A.02, Subdivision 3; 472A.07, Subdivision 4; and 472A .08, are repealed.

Approved June 5, 1979.

CHAPTER 323—H.F.No.260

An act relating to health; providing for health planning; requiring certificates of need
Jor construction or madification of certain health care facilities and services; amending
Minnesota Siatutes 1978, Chapter 144, by adding a section; repealing Minnesota Statutes
1978, Sections 145.71 10 145.831.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Section 1. [145.832] PURPOSE; CITATION. Subdivision 1. The legislature finds
that the unnecessary construction or modification of health care facilities increases the

avoid unnecessary duplication by ensuring that only those health care facilities and
services which are needed will be developed; and to provide an orderly method of
resolving guestions concerning the necessity of construction or modification of health care
facilities.

modification of health care facilities “should be based on the maximum possible
participation on the local {evel by consumers of health care and elected officials, as well
as the providers directly concerned.
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Subd. 2, “Health care facility” means any facility licensed under Minnesota
Statutes, Sections 144.50 o 144.36, or anv nursing home licensed under Minnesota
Statutes, Sections 144A.02 to 144A.11; but does not include any facility licensed under
Minnesota Statutes, Sections 245.781 to 245.813 or 252.28, unless the facility is a vendor
of medical care under Minnesota Statutes, Section 256B.02, Subdivision 7, and is certified
as any type of intermediate care facility or skilled nursing facility or is operated by the
commissioner of public welfare as a state hospital. ““Health care facility” alsg includes any
facility in which services are provided primarily for the treatment of kidney diseases.

Subd. 3. "Health services” means all clinically related services, diagnostic,
treatment or rehabilitative, that are cost centers utilized by a health care facility for its
accounting purposes. The cost center shall conform 1o definitions of cost centers

center definitions utilized in reports of the facility, or organization 1¢ any other state
agency or propram. The cost centers include alcohol, drug abuse and mental heaith
services.

expenditure in excess of $150.000 or if the predevelopment activity involves any
arrangement of commitment for financing the offering or development of a new
institutional health service.

Subd. 5. “Construction or modification” means:

(a) Any erection, building, alteration, reconstruction, modernization, improvement,

extension, lease or other acquisition, or any purchase, lease or other acquisition of
diagnostic or therapeutic equipment, by or on behalf of a health care facility which:

{1} Requires, or would require if purchased, a total capital expenditure in excess of
$150,000, and which, under generally accepted accounting principles, is not properly
chargeable as an expense of operation and maintenance; ot

percent of the licensed bed capacity, whichever is less, over a two year period;

(b) Any expansion or extension of the scope or type of existing health services
rendered by a health care facility if expansions or extensions of the scope or type of
existing health services requires a capital expenditure in excess of $50,000 during any
continuous 12 month period for that service;
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by or on behalf of a health care facility which may result in a proposal reviewable
according to sections 1 to 14;

{d} Any establishment of a new institutional health service, excluding home health
services, by a health care facitity which is to be offered in or through a health care facility
and which was not offered on a regular basis in or through that facility within the 12

(e) The purchase, lease or other acquisition of diagnostic or therapeutic equipment
by a licensed medical doctor, a group of licensed medical doctors, or a professional
corporation of licensed medical doctors orgamized pursuant to Minnesota Statutes,
Chapter 319A, which requires, or would require if purchased, a capital expenditure in

excess of $150.000 for any one item of equipment and is determined by the state

Subd. 6. “Certificate of need” means a certificate issued in accordance with
sections | to 14.

Subd. 7. “Health systems agency” means an agency designated pursuant to the
National Health Planning and Resources Development Act, 42 U.S.C., Section 300k, et
seq,; provided that in the metropolitan area the health systems apency shall be the
metropolitan council, if it has appointed a health board to advise it which meets the

requirernents of section 14,

Subd, 8, “Consumer” means any person other than a person:

(a) Whose occupation involves, or before his retirement involved, the
administration of health activities or the providing of health services within the 12 months
previous 1o appoiniment;

(b) Who is, or ever was, employed by a health care facility within the 12 months
previous to appoiniment, as a licensed professional; or

(¢) Who has, or ever had, a material financial interest in the rendering of heaith
‘service within the 12 months previous 1o appointment.

Subd. 9. “Health service areas” means those areas established pursuant to 42
U.S.C., Section 3001,

Subd. 10. “Health systems plan” means the plan developed by the health systems
agency pursuant to the requirements of 42 U.S.C., Section 3001-2,

Subd. !l. “Annual implementation plan” means the plan developed annually by
the health systems agency pursuant to the requirements of 42 U.S.C., Section 3001-2
which relate to the implementation of the health systems plan.

Subd. 12. “Develop™ means to undertake those activities which on their completion
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will result in the offering of a new institutional health service or the incurring of a
financial obligation in relation to offering the service.

Subd. 13, “Offer” means that the health care facility holds itself out as capable of

providing or as having the means for the provision of a specified health service.

Subd. 14. “Person” means an individual, a trust or estate, a partnership, a
corporation (including associations, joint stock companies, and insurance companies). a
state or political subdivision or instrumentality (including a municipal corporation} of the
state.

Sec. 3. |145.834] CERTIFICATE OF NEED REQUIRED. No construction or
modification of or predevelopment activities by a health care facility, whether public,
nonprofit, or proprietary, shall bg commenced or offered unless a certificate of need has

administrative authority for the National Health Planning and Resource Development
Act of 1974, 42 US.C,, Section 300k, et seq. shall enter into an agreement with the
commissioner of health under which the commissioner shall promulgate rules governing

activities and other rules necessary to implement, enforce and administer sections | to 14.
All rules heretofore promulgated by the siate planning agency pursuant to certificate of
need shall remain in effect until modified or repealed by the rules of the commissioner of
health.

Sec. 4. |145.835] NOTICE TO HEALTH SYSTEMS AGENCY. Subdivision 1.
PRECONSTRUCTION NOTICE. No health care facility, or person, group, corporation
or association inténding to embark upon a propram of construction or modification of a
health care facility, shall engape architectural, professional consultation, other
predevelopment actjvities, or fund raising services with respect to construction or
modification until it has notified the health systems agency of its intention 1o e¢ngage such
services or activities, The notice shall state simply the nature of the architectural,
professional consultation. other predevelopment activities, or fund raising services ¢ be
engaged and the napure of the construction or modification contemplated. Upon receipt

of notice under this section, the health systems agency shall promptly notify the

Subd. 2. DETERMINATION OF APPLICABILITY. Any person directly affected
by the proposed construction or modification may, at the time of submission of the notice
to the health systems agency, request a written determination by the commissioner of
health as to whether the construction or medification is subject o the provisions of
sections ] to 14 and whether a certificate of need must be obtained. Upon receipt of a
request, the health systems apency shall within 30 days submit a recommendation to the
commissioner of health as 1o whether a certificate of need is required. The applicant shall

30 days afier the receipt of the request from the health systems agency. No health systems
agency shall be required to accept or act upen a certificate of need application if the
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construed to limit in any way the right to engage architectural, professional consultation,
other predevelopment activities, or fund raising services except as provided by subdivision
1

Subd. 3. PHYSICIANS; NOTICE OF ACQUISITION OF EQUIPMENT. A
licensed medical doctor, a group of licensed medical doctors, or a professional
corporation of licensed medical doctors organized pursuant to Minnesota Statutes,

diagnostic or therapeutic equipment which require a capital expenditure in excess of

$150,000 shall, prior to purchasing or acquiring the equipment, notify the health systems
agency and the commissioner of health of the proposed acquisition or purchase.

The commissioner of health shall within 60 davys of receipt of the notice determine
whether or not the proposed acquisition or purchase is designed o circumyent the
provisions of seciions | to 14. A hearing shall be held if requested by the applicant or the
health systems ggency. The commissioner of health shall notify the applicant and the
health systerns agency in writing of its determination. If the commissioner of health
determines that the proposed acquisition or purchase is not designed lo circumvent the

provisions of sections 1 to 14, no certificate of need shall be required of the applicant. If

the commissioner of health determines thay the proposed acguisition or purchase s
designed to circumvent the provisions of sections 1 to 14, the applicant must obtain a
certificate of need.

Subd. 4. WAIVERS. A proposed construction or modification may be granted a
waiver from the requirements of section 3 by the commissioner of health if, based on the
recommendation of the health systems agency, the commissioner determines that:

(a) The proposed capital expenditure is less than three percent of the annual
operating budget of the facility applying for a waiver, and the expenditure is required
solely to meet mandatory federal or state requirements of law: or

such as parking Jots, sprinkler systems, heating or air conditioning equipment, fire doors,
food service equjpment, building maintenance, or other constructions or modifications of
a like nature,

The commissioner of health, after consultation with the state planning agency and
the health systems agencies, may by rule provide for the granting of waivers under other
sitvations the commissioner of health deems appropriate and not inconsistent with

health, but the recommendation shall not be binding on the commissioner of health. The
commissioner of health shall notify the applicant and the health systems agency of the
decision {0 grant or deny the waiver within 30 days of receipt of the recommendation
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from the health systems agency.

Subd, 5. EMERGENCY WAIVERS. An emergency waiver may be granted by the

necessitates repair, The commissioner of health and the health systems agencies shall
establish procedures to expedite waivers under these conditions.

Sec. 5. [145.836] APPLICATION FOR CERTIFICATE OF NEED. Subdivision 1.

the health systems agency serving the area in which the proposed construction or
modification is to take place. Prior to acting on the application and within ten days of

either complete or incomplete. The commissioner of health shall determine that the

application is initially complete or incomplete within ten days of receipt of a
recommendation from a health systems agency. If the application is incomplete, it is not

considered complete,

Subd, 2. CONTENT OF APPLICATIONS. Each application for a certificate of

contain information concerning the following:

{a) The geographic area to be served;

{b) The population 1o be served;

{¢) The reasonably anticipated need for the facility or service to be provided by the
proposed construction or modification and identification of the factors which create the
need;

{d) A description of the construction or medification, including:

(1) The capital budget contemplated;

(2) The estimated annual operating cost, including the anticipated salary cost and

five years;

{3) The anticipated effect of the construction or modification on the per day and
per admission or per outpatient visit cost charges by an existing health care facility and
the general financial sclvency of the applicant; and

(4} The availability and manner of financing of the propgsed comstruction or
modification and the estimated date of commencement and completion of the

construction or modification.
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(e) Alternatives which were considered and found not 10 be acceptable as a
substitute for the proposed construction or modification;

or propose lo offer, the same or simjlar service, the extent of utilization of existing
facilities or services; and the anticipated effect that the construction or modification will
have on existing facilities and services;

{g) The projected utilization of the proposed construction or modification for at
least the first five years; and

(h) The relationship of the proposed construction or medification 1o the health
system plan and the annual implementation plan.

Subd. 3. APPLICATION REVISION. A proposed construction or modification
may be revised by the health care facility, health systems agency or commissioner, during
the review of the application, provided, that the revision is within the scope of the

health systems agency and the health care facility.

Sec. 6. |145.837] REVIEW OF APPLICATIONS, Subdivision 1. CRITERIA FOR
REVIEW. The commissioner of health shall, after consulting with the state planning
agency and the health systems agencies, promulgate rules governing the health systems
agencies in their determinations whether certificates of need are required and in their

health system plan and annual implementation plan;

(b) The relationship of the construction or medification being proposed to the long
range development plan of the health care facility requesting the certificate of need;

(d) The availability and adequacy of other less costly or more effective health
services in the area which may serve as alternates or substitutes for the whole or any part

of the service to be provided by the proposed construction or modification;

(e) The relationship of the propgsed construction or modification to the existing
health care system of the area, including the possible economies and improvement in
service that may be derived from operation of joint, cooperative, or shared health care
resources;

(f} The avaifability of resources, including health care providers, management
personnel, and funds for both capital and operational needs for the provision of the
services proposed tg be provided and the availability of alternative uses of such resources
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for the provision of other health services;

{2} The immediate and long-term financial feasibility of the proposed construction
or modification, as well as its probable impact on the operational costs and charges of the
health care facility;

(h) The relationship, including the organizational relationship, of the health services
proposed to be provided to ancillary or support services;

{i) The special needs and circumstances of medical teaching, research facilities and
referral facilities which provide a substantial portion of their services or resources, or
both, to individuals outside of the health service area;

{ij) The special needs and circumstances of biomedical and behavioral research

construction, including the costs and methods of energy provision and the probable

impact of the construction project reviewed on the costs of providing health services by
the person proposing the project;

(1) The special needs of hospitals to convert excess hospital beds to long-term care
or other alternate functions, but only if the hospitals terminate all acute care services; and

(m) The special requirements of health maintenance organizations to meet the

Subd. 2. REVIEW PROCEDURES. [n reviewing complete applications, the health
systems agency shall:

(1) Hold a public hearing;

(2) Provide notice of the public hearing by publication in a legal newspaper of

such hearing and notily affected persons which shall include at least the applicant and
other persons subject to review, contiguous health systems agencies, the health care

and the rate review agency;

(3) Allow any interested person the opportunity to be heard, to be represented by

opposing witnesses at the public hearing;

(4) Provide a transcript of the hearing at the expense of any individua!l requesting
it, if the transcript is requested at least three days prior to the hearing;

(5) Make written findings of fact and recommendations concerning the application.
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shall address the criteria specified in section 6, subdivision 1, and the provisions of the
National Health Planning and Resources Development Act, 42 U.S.C., Section 300k, et

Minnesota Statutes, Sections 15.0411 1o 15,052, which it deems appropriate.

Within 60 days after the commissioner has determined the application to be
complete, the health systems agency shall make its recommendation to the commissioner

detail.

Subd. 3. EXTENSION OF REVIEW PERIOD. Any of the time periods specified
by sections 1 to 7 may be extended for a specific period of time upon mutual agreement
among the commissioner of health, the health systems agency and the health care facility.

Sec. 7. [145.838] DETERMINATION. Subdivision }. Within 30 days alter receiving

review the recommendations and make one of the following decisions based upon the
rgcord developed by the health systems agency:

(a) 1ssue a certificate of need;
(b) Deny the certificate of need; or

(¢) Remand the application o the health systems agency with comments and
instructions for further consideration and recommendations. A remanded application

certificate of need. .

Subd, 2. If the decision of the commissioner of healih is contrary to the
written findings as required in section 6, subdivision 2, and the provisions of the Natipna}
Health Planning and Resources Development Act, 42 U.S.C., Section 300k, et seq. and
submit this to the health systems agency. Within 30 days of receipt of this decision, any

hearing shall be held, The commissioner shall determine whether the request:

(a) presents significani, retevant information not previously considered by the
commissignher; or

(b} demonstrates that there have been significant changes in the factors, criteria or
circumstances relied upon by the commissioner in reaching his decision; or
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{c} demonstrates that the commissioner has materially failed to follow his ruies in
reaching his decision; or

constitutes good cause, The commissioner may by rule establish procedures for the
reconsideration process.

Following disposition of the reconsideration request, the health systems agency or
the group, organization, association or persons submitting the application may submit to

chief hearing examiner. The review shall be confined to the record, oral argument, and, if
requested by the hearing examiner, written briefs. The hearing for oral argument shall be
scheduled within 30 days of receipt by the commissioner of health of the request for
review; provided, however, that if the hearing examiner requests the submission of written

to demonstrate that the commissioner’s decision was not supported by the record as a
whole, The decision of the hearing examiner shall be in writing and shall be rendered

shall be the final administrative decision and subject to court appeal as provided for in
this section.

review in the manner provided for in sections 15.0414 to 15.0426; provided, however, that
the commissioner of health mav appeal the decision of the hearing examiner whenever the

Subd. 4. In order 10 effectively carry out the public policy of the certificate of need
law as expressed in section 1, the commissioner of health shall not be prohibited from
securing a review of any final order or judgment of the district court rendered pursuant to

expire if the construction or modification is not commenced within 18 months following
the issuance of the certificate.

commencement of the construction gr modification. Upon expiration of the certificate,
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the facility or other person required o obtain a certificate of need pursuant 10 sections |

to 14 shall present an updated application and the agency shall redetermine it

recommendation,

Sec. 9. |145.84) PERIODIC REPORTS. The commissioner of health shall, by rule,
require health care [facilities, upon completion of a construction or modification for which

costs of the construction or modification with those esgtimated costs used in the
application for a certificate.

Sec. 10. [145.841] EVASIONS. No health care facility shall separate portions of a
single proposed construction or modification into’components in order to evade the cost
limitations of section 2, subdivision 5.

alleged violation occurs shall have jurisdiction to enjoin violations of sections 1 to 14, At
the request of the commissioner of health, the attorney general may bring an action to
enjoin an alleged violation. At the request of a health systems agency, the county attorney
of the counly where an alleged violation occurs may bring an action to enjoin the aileped
violation. The commissioner of health shall not issue a license for any portion of a health
care facility in violation of section 3 until a certificate of need has been issued. No health
care facility in vielation of section 3 shall be eligible to apply for or receive public funds
under Minnesota Statutes, Chapters 245 to 256B, or from any other source, until a

proceedings pursuant to Minnesota Statutes, Section 144.55 or i44A.11 have been
initiated against a licensed health care facility. This section shall not apply lo proposed
construction of modification which is intended to correct the causes of the violations.

Sec. 13. [145.844] HEALTH MAINTENANCE ORGANIZATION. Sections } 10 12

organizalions.

Sec. 14, [145.845] HEALTH SYSTEMS AGENCIES; MEMBERSHIP. The
commissioner of health shall after consulting with the state planning apency promulgate
rules concerning the membership of health systems agencies. The rules shall:

(1) Comply with the provisions of the National Health Planning and Resources
Development Act, 42 U.S.C., Section 300k, et seq.;

(2) Provide that a majority of the membership be composed of consumers;

(3) Provide for representation of hospital and nursing home providers;
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(4) Provide [or representation of local boards of health;

(5) Provide for representation of licensed medical doctors and other health
professionals;

(1) Provide that members of a health systems agency shall not select their
SUCCESSOTS.

No existing health systems agency shall exercise the functions provided in sections

planning agency shall be exempt from utilizing the services of the hearing examiner,

Sec. 15, Minnesota Statutes 1978, Chapter 144, is amended by adding a section to
read:

shall periodically establish a percentage figure for an acceptable increase in hospital gross
acute care charges. Any hospital which files with the commissioner an abbreviated
projected operating statement and which represents in this statement that it anticipates a
percentage increase in annual gross acute care charges less than the figure established by
the commissioner shall be exempt from the review of projected annual revenues and
expenses authorized by section 144.701, subdivision 2.

Subd. 2. As part of the income statement in its annual financial report required by
section 144.698, each exempted hospital shall include a separate statement of its total
hospital gross acute care charges, If any exempted hospital exceeds the figure established
by the commissioner, it shall promptly file a rate review request pursuant to section
144.701 or 144.702.

Subd. 3. The available abbreviated projected operating statements of hospitals
which are exempted from rate review under this section shall be used in making
determinations of the reasonableness of all hospitals’ projected increases in revenues and

EAPENSES,

Sec. 16. REPEALER, Minnesota Statutes 1978, Sections 143.71; 145.72; 145.73;
145.74; 145.75; 145.751; 145.76; 145.761; 145.77; 145.78; 145.79; 145.80; 145.811;
145.812; 145.82; 145.83; and 145.831, are repealed.

Approved June 5, 1979.
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