HOUSE BILL No. 5871

HOUSE BILL No. 5871

April 10, 2002, Introduced by Rep. Gosselin and referred to the Committee on Health Policy.

A Dbill to amend 1978 PA 368, entitled
"Public health code,"
by anendi ng sections 2612, 20101, 20145, 20161, 20164, 20165,
20166, 21420, 21551, and 21563 (MCL 333.2612, 333.20101,
333. 20145, 333.20161, 333.20164, 333.20165, 333.20166, 333.21420,
333. 21551, and 333.21563), section 2612 as added by 1990 PA 138,
sections 20101 and 20166 as amended by 1988 PA 332, section 20145
as anended by 1993 PA 88, section 20161 as anended by 2000
PA 253, section 20164 as anended by 1990 PA 179, section 20165 as
anended by 1998 PA 108, section 21420 as anmended by 1982 PA 245,
section 21551 as anended by 1990 PA 331, and section 21563 as
added by 1990 PA 252; and to repeal acts and parts of acts.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
Sec. 2612. (1) The departnent may establish with M chigan

state university and other parties determ ned appropriate by the
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departnent a nonprofit corporation pursuant to the nonprofit

corporation act, —Act—No—162of thePubt+ec—-Aets—of—1982—betng

secttonrs—4562161+to0 4563192 of theMechtgan—Conpttetd—taws— 1982
PA 162, MCL 450.2101 TO 450.3192. The purpose of the NONPROFI T

corporation —shatH+—be— IS to establish and operate a center for
rural health. In fulfilling its purpose, the NONPROFI T cor pora-
tion shall do all of the follow ng:

(a) Develop a coordinated rural health programthat
addresses critical questions and problens related to rural health
and provides nechani snms for influencing health care policy.

(b) Perform and coordinate research regarding rural health
I ssues.

(c) Periodically review state and federal |aws and j udici al
deci sions pertaining to health care policy and anal yze the inpact
on the delivery of rural health care.

(d) Provide technical assistance and act as a resource for
the rural health conmunity in this state.

(e) Suggest changes in medical education curriculumthat
woul d be beneficial to rural health.

(f) Assist rural comunities with all of the foll ow ng:

(7)) Applications for grants.

(it) The recruitment and retention of health professionals.

(i) Needs assessnents and planning activities for rura
health facilities.

(g) Serve as an advocate for rural health concerns.

(h) Conduct periodic semnars on rural health issues.
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(i) Establish and inplenment a visiting professor program
(j) Conduct consuner oriented rural health education

prograns.

(2) The incorporators of the NONPROFIT corporation shal

—seteet— APPO NT a board of directors consisting of a representa-
tive fromeach of the follow ng organizations:

(a) The Mchigan state medical society or its successor
ORGANI ZATI ON. The representative appointed under this subdivi-
si on —shatH+— MUST be a physician practicing in a county with a
popul ati on of not nore than 100, 000.

(b) The M chi gan osteopathic physicians' society or its suc-
cessor ORGANI ZATI ON. The representative appointed under this
subdi vi si on —shatt+— MUST be a physician practicing in a county
with a popul ation of not nore than 100, 000.

(c) The M chigan nurses association or its successor
ORGANI ZATI ON. The representative appointed under this subdivi-
si on —shatH+— MUST be a nurse practicing in a county with a popu-
| ation of not nore than 100, 000.

(d) The M chigan hospital association or its successor

ORGANI ZATI ON. The representative sel ected under this subdivision
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—shatH— MJST be froma hospital LOCATED in a county with a
popul ati on of not nore than 100, 000.

(e) The Mchigan primary care association or its successor
ORGANI ZATI ON.  The representative appoi nted under this subdivi-
si on —shatHH— MJUST be a health professional practicing in a county
with a popul ation of not nore than 100, 000.

(f) The M chigan association for |ocal public health or its
successor ORGANI ZATION. The representative SHALL BE appoi nted
froma county health departnment for a county with a popul ati on of
not nore than 100,000 or froma district health departnent with
at least 1 nenber county with a popul ati on of not nore than
100, 000.

(g) The office of the governor.

(h) The department of —pubHt— COVMMINITY health

(i) The departnent of —eorreree— CONSUMVER AND | NDUSTRY
SERVI CES.

(j) The Mchigan senate. The individual selected under this
subdi vi si on —shatH+— MJST be froma district |ocated at least in
part in a county with a popul ation of not nore than 100, 000.

(k) The M chigan house of representatives. The individual
sel ected under this subdivision —shat— MJST be froma district
| ocated at least in part in a county with a popul ati on of not
nore than 100, 000.

(3) The board of directors of the NONPROFI T corporation
APPO NTED UNDER SUBSECTI ON (2) shall appoint an internal manage-

ment commttee for the center for rural health. The | NTERNAL
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managenent conmmittee

of the follow ng:

(a) The
uni versity.
(b) The
uni versity.
(c) The
(d) The
uni versity.
(e) The
uni versity.

(f) The

Sec. 20101.

col | ege

col | ege

col | ege

col | ege

5

shal | consist of representatives from each

of human nedi ci ne of M chigan state

of osteopathic nedicine of Mchigan state

of nursing of Mchigan state university.

of veterinary medicine of Mchigan state

cooperative extension service of Mchigan state

departnent of —pubHe— COVMUIN TY heal th

(1) The words and phrases defined in sections

20102 to 20109 apply to all parts in this article —except—part

222— and have the neanings ascribed to themin those sections.

(2) I'n addition,

article 1 contains general definitions and

principles of construction applicable to all articles in this

code.

Sec. 20145.

construction

erni zati ons,

pr oj ect

or conversions of a health facility or agency with a

(1) Before contracting for and initiating a

i nvol ving new construction, additions, nod-

capi tal expenditure of $1,000,000.00 or nore, a person shal

obtain a construction permt fromthe departnment. —Fhepermt

b e o " | . | | s
hotd i Lo : i e : v

L od ¢ | : .
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(2) To protect the public health, safety, and welfare, the
departnment may pronulgate rules to require construction permts
for projects other than those described in subsection (1) and the

subm ssion of plans for other construction projects to expand or

change service areas and services provided.

(3) 49— If a construction project requires a construction

permt under subsection (1), —but—does—not—regquire—a—certifecate
of—rheed—under—part—222,— t he departnent shall require the appli-

cant to submt information on a 1-page sheet, along with the
application for a construction permt, consisting of all of the
fol | owi ng:

(a) A short description of the reason for the project and
t he fundi ng source.

(b) A contact person for further information, including
address and phone nunber.

(c) The estimated resulting increase or decrease in annual
operating costs.

(d) The current governing board menbership of the

appl i cant.
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(e) The entity, if any, that owns the applicant.
(4) —5— The information filed under subsection —(4)— (3)
shall be made publicly avail able by the departnent. —-bythe—sare

(5) —6)— The review and approval of architectural plans and

narrative shall require that the proposed construction project is
desi gned and constructed in accord with applicable statutory and
ot her regul atory requirenents.

(6) AH— The departnent shall promulgate rules to further
prescri be the scope of construction projects and other alter-
ations subject to review under this section.

(7) —8)y— The departnent may waive the applicability of this
section to a construction project or alteration if the waiver
will not affect the public health, safety, and welfare.

(8) 99— Upon request by the person initiating a construc-
tion project, the department may review and i ssue a construction
permt to a construction project that is not subject to
subsection (1) or (2) if the departnment determi nes that the
review w || pronote the public health, safety, and welfare.

(9) 36— The departnent shall assess a fee for each review
conducted under this section. The fee —shatH—be— IS .5% of the
first $1,000,000.00 of capital expenditure and .85% of any anopunt
over $1, 000, 000.00 of capital expenditure, up to a maxi mum of
$30, 000. 00.

(10) 33— As used in this section, "capital expenditure”

nmeans —that—termas—definetd—+n——sectton—22263(2)—except—that—+t
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dees—rnot—nectude—the—cost—of—egutprent—that—+snot—fixed
egtprrent— AN EXPENDI TURE FOR A SI NGLE PRQJIECT, | NCLUDI NG COST OF
CONSTRUCTI ON, ENG NEERI NG, AND EQUI PMENT THAT UNDER GENERALLY
ACCEPTED ACCOUNTI NG PRI NCI PLES IS NOT PROPERLY CHARGEABLE AS AN
EXPENSE OF OPERATI ON. CAPI TAL EXPENDI TURE | NCLUDES A LEASE OR
COVPARABLE ARRANGEMENT BY OR ON BEHALF OF A HEALTH FACI LITY BY
WH CH A PERSON OBTAINS A HEALTH FACI LI TY OR LI CENSED PART OF A
HEALTH FACI LI TY OR EQUI PMENT FOR A HEALTH FACI LI TY, THE EXPENDI -
TURE FOR WHI CH WOULD HAVE BEEN CONSI DERED A CAPI TAL EXPENDI TURE
UNDER THI' S PART | F THE PERSON HAD ACQUI RED | T BY PURCHASE.

CAPI TAL EXPENDI TURE | NCLUDES THE COST OF STUDI ES, SURVEYS,
DESI GNS, PLANS, WORKI NG DRAW NGS, SPECI FI CATI ONS, AND OTHER
ACTI VI TI ES ESSENTI AL TO THE ACQUI SI TI ON, | MPROVEMENT, EXPANSI ON,
ADDI TI ON, CONVERSI ON, MODERNI ZATI ON, NEW CONSTRUCTI ON, OR
REPLACEMENT OF PHYSI CAL PLANT AND EQUI PMENT, EXCEPT THAT I T DCES
NOT | NCLUDE THE COST OF EQUI PMENT THAT IS NOT FI XED EQUI PVENT.
Sec. 20161. (1) Fees for health facility and agency

i censes —antd—<certt+i+ecates—of—need— shall be assessed on an
annual basis by the departnent as provided in this act. Except
as otherwi se provided in this article, fees shall be paid in
accordance with the followi ng fee schedul e:

(a) Freestanding surgical out-
patient facilities............... $ 238.00 per facility.

(b) Hospitals.................. $ 8. 28 per licensed bed.

(c) Nursing hones, county nedi-
cal care facilities, and hospital

long-termcare units............. $ 2.20 per licensed bed.
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(d) Hormes for the aged......... $ 6. 27 per licensed bed.
(e) dinical |aboratories...... $ 475.00 per | aboratory.
(f) Hospice residences......... $ 200.00 per license survey;

and $20.00 per licensed bed.

(2) If a hospital requests the departnment to conduct a cer-
tification survey for purposes of title XVIIIl or title XIX, —of
the—soetat—seeurt+ty—act— the hospital shall pay a license fee
surcharge of $23.00 per bed. AS USED IN TH S SUBSECTI ON, "TI TLE
XVIT1" AND "TITLE XI X* MEAN THOSE TERMS AS DEFI NED | N SECTI ON
20155.

(3) 4— If licensure is for nore than 1 year, the fees

described in subsection (1) shall be multiplied by the nunber of
years for which the license is issued, and the total anmount of
the fees shall be collected in the year in which the license is
i ssued.

(4) —5)y— Fees described in this section are payable to the

departnent at the tinme an application for a license — OR permt
—ot—eertif+eate— is submtted. |If an application for a license
—— OR permt ——eor—certif+eate— is denied or if a license — OR
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permt —eofr—~cert+f+eate— is revoked before its expiration date,
the fees paid to the departnment shall not be refunded.

(5) —6)— The fee for a provisional |icense or tenporary
permt shall be the sane as for a license. A license may be
i ssued at the expiration date of a tenporary permt wthout an
additional fee for the balance of the period for which the fee
was paid if the requirenents for licensure are net.

(6) A— The departnent may charge a fee to recover the
cost of purchase or production and distribution of proficiency
eval uation sanples that are supplied to clinical |aboratories
pursuant to section 20521(3).

(7) €8)y— In addition to the fees inposed under subsection
(1), a fee of $25.00 shall be subnmitted to the departnment for
each rei ssuance during the licensure period of a clinical |abora-
tory license.

(8) 99— Except for the licensure of clinical |aboratories,
not nore than half the annual cost of |icensure activities as
determ ned by the departnent shall be provided by license fees.

(9) 36— The application fee for a waiver under
section 21564 —shat—be— | S $200. 00 plus $40. 00 per hour for the
prof essi onal services and travel expenses directly related to
processing the application. The travel expenses shall be cal cu-
| ated in accordance with the state standardi zed travel regula-
tions of the departnent of management and budget in effect at the

time of the travel
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(10) (33— An applicant for licensure or renewal of
i censure under part 209 shall pay the applicable fees set forth
in part 209.

(11) —%2)y— The fees collected under this section shall be
deposited in the state treasury, to the credit of the general
fund.

Sec. 20164. (1) A license, certification, provisional
license, or limted license is valid for not nore than 1 year
after the date of issuance, except as provided in section 20511
or part 209. —eor—216— A license for a facility licensed under
part 215 —shatt—be— IS valid for 2 years, except that provisional
and limted licenses may be valid for 1 year.

(2) Alicense — OR certification —oer—eertifiecate—of

fneed— is not transferable and shall state the persons, buildings,

and properties to which it applies. —AppHeations—for—tHecensure
e . I : : : " ol
hioi e I I . ot
o .  ded—of . o .

(3) I'f ownership is not voluntarily transferred, the depart-
ment shall be notified i mediately and the new owner shall apply
for a license —antd— OR certification, OR BOTH, not |ater than 30
days after the transfer.

Sec. 20165. (1) Except as otherw se provided in this sec-
tion, after notice of intent to an applicant or |icensee to deny,
limt, suspend, or revoke the applicant's or licensee's |icense
or certification and an opportunity for a hearing, the departnent

may deny, limt, suspend, or revoke the |license or certification
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or inpose an adm nistrative fine on a licensee if 1 or nore of
the follow ng exist:

(a) Fraud or deceit in obtaining or attenpting to obtain a
license or certification or in the operation of the |icensed
health facility or agency.

(b) Aviolation of this article or a rule promul gated under
this article.

(c) False or msleading adverti sing.

(d) Negligence or failure to exercise due care, including
negl i gent supervision of enployees and subordi nat es.

(e) Permtting a license or certificate to be used by an
unaut hori zed health facility or agency.

(f) Evidence of abuse regarding a patient's health, welfare,
or safety or the denial of a patient's rights.

(g) Failure to conply with section 10102a(7).

hy—Faid it et o

gt : e : w I I ,
both—

(H —|+H)— Aviolation of section 20197(1).

(2) The departnent may deny an application for a |icense or
certification based on a finding of a condition or practice that
woul d constitute a violation of this article if the applicant
were a |icensee.

(3) Denial, suspension, or revocation of an individual ener-
gency nedi cal services personnel |icense under part 209 is gov-

erned by section 20958.
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(4) If the departnment determ nes under subsection (1) that a
health facility or agency has viol ated section 20197(1), the
departnent shall inpose an admi nistrative fine of $5, 000, 000.00
on the health facility or agency.

Sec. 20166. (1) Notice of intent to deny, limt, suspend,
or revoke a license or certification shall be given by certified
mai | or personal service, shall set forth the particular reasons
for the proposed action, and shall fix a date, not |ess —that
THAN 30 days after the date of service, on which the applicant or
| icensee shall be given the opportunity for a hearing before the
director or the director's authorized representative. The hear-
ing shall be conducted in accordance with the adm nistrative pro-
cedures act of 1969 and rules pronul gated by the departnent. A
full and conplete record shall be kept of the proceedi ng and
shall be transcri bed when requested by an interested party, who
shall pay the cost of preparing the transcript.

(2) On the basis of a hearing or on the default of the
applicant or licensee, the departnent may issue, deny, limt,
suspend, or revoke a license or certification. A copy of the
determ nation shall be sent by certified mail or served person-
ally upon the applicant or licensee. The determ nation becones
final 30 days after it is mailed or served, unless the applicant
or licensee within the 30 days appeals the decision to the cir-
cuit court in the county of jurisdiction or to the Ingham county
circuit court.

(3) The departnent nmay establish procedures, hold hearings,

adm ni ster oaths, issue subpoenas, or order testinony to be taken

06393' 01



© 00 N oo o~ wWw N P

NN RN NN NN R R R R R R R R R R
N~ o O DN W N RBR O © 0 N o 00 A W N P O

14
at a hearing or by deposition in a proceeding pending at any
stage of the proceeding. A person nmay be conpelled to appear and
testify and to produce books, papers, or docunments in a
pr oceedi ng.

(4) I'n case of disobedience of a subpoena, a party to a
hearing may invoke the aid of the circuit court of the jurisdic-
tion in which the hearing is held to require the attendance and
testinony of witnesses. The circuit court nay issue an order
requiring an individual to appear and give testinony. Failure to
obey the order of the circuit court may be punished by the court

as a contenpt.

regut+et—by—part—222—

Sec. 21420. Notw thstanding any other provision of this
—att— ARTI CLE, —aH+—hospteces——shatt—be— A HOSPICE | S exenpt from
i cense fees —angd—eert+f+eate—ofrneed—+Fees— for 3 years after the
first hospice is licensed under this article.

Sec. 21551. (1) A hospital licensed under this article and
| ocated in a nonurbani zed area may apply to the departnent to
tenporarily delicense not nore than 50% of its |icensed beds for
not nore than 5 years.

(2) A IF A hospital that is granted a tenporary delicen-
sure of beds under subsection (1) —+way—appty— APPLIES to the

departnment for an extension of THE tenporary delicensure, —fot
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those—beds— THE DEPARTMENT SHALL GRANT AN EXTENSI ON for up to an
additional 5 years to the extent that the hospital actually net

the requirenents of subsection (6) during the initial period of

del i censure. —granted—under—subsecton—{(1)—TFhedepartrent—shatt
. I " I . I I I

(3) Except as otherwi se provided in this section, —fer—=a
pert+ot—of—90—days—after—Jantvary—1+—3991— UNTIL APRIL 1, 1991, if

a hospital is located in a distressed area and has an annual

i ndi gent vol unme consisting of not |ess than 25% i ndi gent

patients, the hospital nmay apply to the departnent to tenporarily
del i cense not nore than 50% of its |licensed beds for a period of
not nore than 2 years. Upon receipt of a conplete application
under this subsection, the departnent shall tenporarily delicense
the beds indicated in the application. The departnent shall not
grant an extension of tenporary delicensure under this
subsecti on.

(4) An application under subsection (1) or (3) shall be on a
form provided by the departnent. The formshall contain all of
the follow ng information:

(a) The nunber and | ocation of the specific beds to be

del i censed.
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(b) The period of time during which the beds will be
del i censed.

(c) The alternative use proposed for the space occupi ed by
t he beds to be delicensed.

(5) A hospital that files an application under
subsection (1) or (3) may file an amended application with the
departnment on a form provided by the departnent. The hospital
shall state on the formthe purpose of the amendnent. |If the
hospital neets the requirenents of this section, the departnent
shall so anend the hospital's original application.

(6) An alternative use of space nmade avail able by the deli-
censure of beds under this section shall not result in a viola-
tion of this article or the rules promul gated under this
article. Along with the application, an applicant for delicen-
sure under subsection (1) or (3) shall submt to the departnent
pl ans that indicate to the satisfaction of the departnent that
t he space occupied by the beds proposed for tenporary delicensure
will be used for 1 or nore of the foll ow ng:

(a) An alternative use that over the proposed period of tem
porary delicensure would defray the depreciation and interest
costs that otherw se would be allocated to the space along with
t he operating expenses related to the alternative use.

(b) To correct a licensing deficiency previously identified
by the departnent.

(c) Nonhospital purposes including, but not limted to, com
munity service projects, if the depreciation and interest costs

for all capital expenditures that would otherw se be allocated to
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t he space, as well as any operating costs related to the proposed
alternative use, would not be considered as hospital costs for
pur poses of reinbursenent.

(7) The departnment shall relicense beds that are tenporarily
del i censed under this section if all of the foll ow ng require-
nments are net:

(a) The hospital files with the departnent a witten request
for relicensure not |ess than 90 days before the earlier of the
fol | owi ng:

(7)) The expiration of the period for which delicensure was
gr ant ed.

(ii)) The date upon which the hospital is requesting
relicensure.

(i) The last hospital license renewal date in the delicen-
sure peri od.

(b) The space to be occupied by the relicensed beds is in
compliance with this article and the rules pronul gated under this
article, including all licensure standards in effect at the tine
of relicensure, or the hospital has a plan of corrections that
has been approved by the departnent.

(8) If a hospital does not neet all of the requirenments of
subsection (7) or if a hospital decides to allow beds to becone
permanently delicensed as described in subsection (2), then al
of the tenporarily delicensed beds —shatH—be— ARE autonmatically
and permanently delicensed effective on the |ast day of the

period for which the departnent granted tenporary delicensure.
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(9) The department shall continue to count beds tenporarily
del i censed under this section in the departnent's bed inventory
—for—purposes—of—determning— | F THE DEPARTMENT CONTI NUES TO
DETERM NE hospital bed need I N THE SAME MANNER AS under FORVER
part 222 in the subarea in which the beds are |ocated. The
departnent shall indicate in the bed inventory which beds are
i censed and which beds are tenporary delicensed under this
section. The departnent shall not include a hospital's tenporar-
ily delicensed beds in the hospital's |icensed bed count.

f I et . I W :
beds—under—thts—seect+on—shaH—rnot—transter—the beds—to—-another
st+te—or—hospttat—wthout—F+rst—obtarnrrg—acert+F+ecate—ofrneed—

(10) 33— A hospital that has beds that are subject to a
hospital bed reduction plan or to a departnent action to enforce
this article shall not use beds tenporarily delicensed under this
section to conply with the bed reduction plan.

(11) 32— As used in this section:

(a) "Distressed area" neans a city that neets all of the
follow ng criteria:

(i) Had a negative popul ati on change from 1970 to the date
of the 1980 federal decennial census.

(7)) From 1972 to 1989, had an increase in its state equal -

i zed valuation that is |l ess than the statew de average.

(7)) Has a poverty level that is greater than the statew de
average, according to the 1980 federal decennial census.

(iv) Was eligible for an urban devel opnment action grant from

the United States departnment of housing and urban devel opnent in
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1984 and was listed in 49 F. R No. 28 (February 9, 1984) or
49 F.R No. 30 (February 13, 1984).

(v) Had an unenpl oynent rate that was higher than the state-
w de average for 3 of the 5 years from 1981 to 1985.

(b) "Indigent volunme" neans the ratio of a hospital's indi-
gent charges to its total charges expressed as a percentage as
determ ned by the EXECUTI VE DEPARTMENT FORMERLY KNOWN AS THE
departnment of social services after Novenber 12, 1990, pursuant
to chapter 8 of the EXECUTI VE DEPARTMENT FORMERLY KNOMWN AS THE
departnent of social services guidelines entitled "nedical
assi stance program nmanual ". THE EXECUTI VE DEPARTMENT FORMERLY
KNOWN AS THE DEPARTMENT OF SOCI AL SERVICES IS KNOWN AS THE FAM LY
| NDEPENDENCE AGENCY ON THE EFFECTI VE DATE OF THE AMENDATORY ACT
THAT ADDED THI S SENTENCE

(c) "Nonurbani zed area" neans an area that is not an urban-
i zed area.

(d) "Urbani zed area" neans that term as defined by the
office of federal statistical policy and standards of the United
States departnent of commerce in the appendi x entitled "general
procedures and definitions", 45 F.R p. 962 (January 3, 1980),
whi ch docunent is incorporated by reference FOR PURPOSES OF THI S
ARTI CLE.

Sec. 21563. (1) The departnent, in consultation with the ad
hoc advisory comm ttee appoi nted under section 21562, shal
pronul gate rules for designation of a rural community hospital,
maxi mum nunber of beds, and the services provided by a rural

community hospital. The director shall submt proposed rules,
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based on the recommendati ons of the AD HOC ADVI SORY committee,
for public hearing not later than 6 nonths after receiving the
report under section 21562(5).

(2) The designation as a rural community hospital shall be
shown on a hospital's license and shall be for the sane term as
the hospital license. Except as otherw se expressly provided in
this part or in rules pronul gated under this section, a rural
community hospital shall be licensed and regulated in the sane

manner as a hospital otherwi se |licensed under this article. —Fhe

hespttal—or—a—+urat—priary—care—hospital— This part and the

rul es promul gated under this part do not preclude the establish-

ment of differential reinbursenment for rural community hospitals,
essential access comunity hospitals, and rural primary care
hospitals.

Enacting section 1. Section 20143 and part 222 of the
public health code, 1978 PA 368, MCL 333. 20143 and 333. 22201 to
333. 22260, are repeal ed.
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