Assembly Bill No. 203

CHAPTER 188

An act to add Section 13343 to the Government Code, to amend
Sections 1250.8, 1266, 1279, 1280.1, 1280.3, 1324.21, 1324.23,
1324.28, 1324.29, 1324.30, 1422, 101317, 101320, 120955, 124910,
124977, and 130542 of, and to add Section 1204.5 to, the Health and
Safety Code, to amend and repeal Section 12693.981 of the Insurance
Code, to amend Sections 4640.6, 4643, 4648.4, 4681.5, 4691.6, 4781.5,
10020, 10022, 10024, 14011.6, 14043.1, 14043.15, 14043.2, 14043.26,
14043.27, 14043.28, 14043.36, 14043.46, 14043.47, 14043.61,
14043.62, 14043.65, 14043.7, 14087.305, 14087.5, 14088, 14088.14,
14088.25, 14089, 14091.21, 14100.95, 14105.2, 14105.3, 14105.45,
14105.47, 14105.8, 14105.85, 14110, 14124.70, 14124.76, 14124.78,
14124.89, 14124.90, 14124.94, 14125, 14125.2, 14125.8, 14126.027,
14126.033, 14132.100, 14134.5, 14166.4, 14199.2, 14199.3, 14464.5,
14495.10, 14499.5, 16809, and 24005 of, to add Sections 4474.4,
4474.5,4474.8,4781.6, 14011.65b, 14105.475, 14124.785, 14124.792,
and 14301.1 to, to amend and repeal Section 14262 of, and to repeal
and add Section 14043.45 of, the Welfare and Institutions Code, relating
to health, making an appropriation therefor, and declaring the urgency
thereof, to take effect immediately.

[Approved by Governor August 24, 2007. Filed with
Secretary of State August 24, 2007.]

LEGISLATIVE COUNSEL’S DIGEST

AB 203, Committee on Budget. Health.

Existing law prescribes various duties and responsibilities of the Depart-
ment of Finance with respect to the preparation of the annual state budget.

This bill would require the department and the State Department of
Public Health to provide specified budget information concerning desig-
nated programs administered by the State Department of Public Health.

Existing law prescribes the procedures for the licensure and regulation
of clinics, including primary care clinics, by the State Department of
Public Health.

This bill would authorize pimary care clinics to submit verification of
certification to the Licensing and Certification Division of the State De-
partment of Public Health for specified purposes.

Existing law provides for the licensure and regulation of health facilities
by the State Department of Public Health.

Existing law contains ratesetting provisions governing fees for the li-
censure of health facilities by the State Department of Public Health.
Existing law requires that the Licensing and Certification Division of the
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department be supported entirely by federal funds and special funds no
later than the beginning of the 2009-10 fiscal year, unless specified by
law or unless funds are appropriated from the General Fund for that pur-
pose.

This bill would specify that for the 200708 fiscal year General Fund
support shall be provided in an amount of not less than $2,782,000, and
would prescribe additional requirements to be used in calculating licensure
fees.

Existing law requires periodic inspection of health facilities by the de-
partment as part of licensing and certification of those facilities. Existing
law specifies that the department shall inspect for compliance with state
law and regulations during a state or federal periodic inspection.

This bill would, instead, require inspections for compliance with state
law and regulations to occur during a state periodic inspection or at the
same time as a federal periodic inspection.

Existing law authorizes the department to assess a licensee of a general
acute care hospital, an acute psychiatric hospital, or a special hospital an
administrative penalty not to exceed $25,000 if the licensee receives a
notice of deficiency constituting an immediate jeopardy to the health or
safety of a patient and is required to submit a plan of correction.

Existing law provides, however, that, upon the adoption of specified
regulations, the administrative penalty for such a violation shall be up to
$50,000, and that, if the violation does not constitute such an immediate
jeopardy violation the penalty may be up to $17,500, except that no
penalty shall be assessed for a minor violation.

Existing law, as a condition of licensure, requires every hospital to
maintain written policies about discount payment and charity care for
qualified patients.

This bill would, upon the effective date of the regulations referred to
above, expressly provide that the penalties for a violation that is not an
immediate jeopardy violation, apply to the provisions relating to discount
payment and charity care policies.

Existing law provides that inspections and investigations of long-term
health care facilities that are certified by the Medicare Program or the
Medicaid Program shall determine compliance with state law and federal
standards.

This bill would provide that those inspections and investigations shall
determine compliance to the extent that California law provides greater
protection to residents or is more precise than federal standards.

Existing law requires the department to impose a uniform quality assur-
ance fee on each skilled nursing facility, with certain exceptions, in accor-
dance with a prescribed formula. The formula is based on the determina-
tion of the projected net revenues of skilled nursing facilities. The fee
will cease to be assessed and collected on and after July 31, 2008.

This bill would extend the assessment and collection of the uniform
quality assurance fee until July 31, 2009, and change the percentage to
5.5% effective January 1, 2008. The bill would make other conforming
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changes. It would also modify the manner in which the maximum aggre-
gate amount of the fee is determined.

Existing law establishes procedures and requirements to govern the al-
location to, and expenditure by, local health jurisdictions and treatment
facilities, designated pursuant to a federally approved plan, of federal
funding received for the prevention of, and response to, bioterrorist attacks
and other public health emergencies. Existing law requires a local health
jurisdiction receiving funds under these provisions to deposit the money
in a special Local Public Health Preparedness Trust Fund. These provisions
provide that federal funding received by the State Department of Public
Health for bioterrorism preparedness and emergency response is subject
to appropriation in the annual Budget Act. These provisions become in-
operative on September 1, 2007, and are repealed as of January 1, 2008.

This bill would extend the inoperative and repeal dates to September
1, 2010, and January 1, 2011, respectively. It would also modify reporting
provisions with which local public health districts must comply.

Existing law requires the development of a list of drugs to be provided
under the AIDS Drug Assistance Program, which is administered by the
State Department of Public Health.

This bill would require the list to be developed in consultation with the
AIDS Drug Assistance Program Medical Advisory Committee, would
exempt changes to the list from the Administrative Procedure Act, and
would require the department to make a prescribed notification concerning
these changes to the fiscal and policy committees of the Legislature.

Existing law requires each licensed primary care clinic that applies to
the department for funds for the delivery of medical services to demon-
strate that it is an active Medi-Cal provider by having a Medi-Cal provider
number.

This bill would, instead, require the applicant to demonstrate that it is
an active Medi-Cal provider by being enrolled in Medi-Cal for a period
of 3 months.

Existing law, the Birth Defects Monitoring Program, requires the Direc-
tor of Health Services to maintain a system for the collection of prescribed
information on birth defects and other activities. The program is funded
by prenatal screening fees which are deposited in the continuously appro-
priated Genetic Disease Testing Fund.

This bill would, instead, require that those fees be deposited in the
Genetic Disease Testing Fund, except for moneys to fund activities related
to the Birth Defect Monitoring Program, which would be deposited in the
Birth Defects Monitoring Fund, to be created by the bill, and that would
be available for expenditure upon appropriation by the Legislature.

Existing law establishes the California Discount Prescription Drug
Program Fund for the deposit of all payments under that program and
makes money available to the department when appropriated by the
Legislature for the purposes of the program.

This bill would provide that the fund is continuously appropriated to
the department without regard to fiscal year for the purpose of providing
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payment to participating pharmacies and administrative costs of the pro-
gram, thereby making an appropriation.

Existing law establishes the Healthy Families-to-Medi-Cal Bridge
Benefits Program to provide any person enrolled for coverage under the
Healthy Families Program who meets certain criteria with a 2 calendar-
month period of health care benefits to provide the person with an oppor-
tunity to apply for Medi-Cal. The program is administered by the Managed
Risk Medical Insurance Board.

This bill would provide for the repeal of this program on the date that
the Director of Health Care Services executes a declaration stating that
implementation of the presumptive Medi-Cal eligibility program, which
the bill would create, has commenced. It would provide that this presump-
tive eligibility program would apply to children meeting specified criteria,
with the program to be implemented to the extent that federal financial
participation is available. Because each county is required to administer
the eligibility process, and the bill would require additional duties to be
performed in this regard, it would create a state-mandated local program.

Existing law requires the board, if a federal waver is obtained, to expand
eligibility under the Healthy Families Program, to include uninsured
parents of children enrolled in the Healthy Families Program or, under
certain circumstances, the Medi-Cal program.

Existing law requires, to the extent that federal financial participation
is available, that the department implement an option provided for under
the federal Social Security Act for a program for accelerated enrollment
of children into the Medi-Cal program. The department is, however,
prohibited from implementing this option unless the federal waiver for
expansion of Healthy Families Program benefits to uninsured parents, as
described above, is obtained.

This bill would repeal the requirement that the accelerated enrollment
program be implemented only if the Healthy Families Program waiver
for the inclusion of uninsured parents is obtained.

Existing law establishes various state developmental centers, including
Agnews Developmental Center, for the care of developmentally disabled
persons.

This bill would require the Secretary of California Health and Human
Services to verify that the State Department of Developmental Services
and the State Department of Health Care Services have established proto-
cols for the provision of services to people with developmental disabilities
transitioning from the Agnews Developmental Center. The bill would
provide that, subject to the receipt of federal financial participation, ser-
vices rendered to Medi-Cal beneficiaries transitioning from Agnews De-
velopmental Center to the community shall be provided by Medi-Cal
managed care plan. The bill would also require the State Department of
Developmental Services to continue the operation of the Agnews Outpa-
tient Clinic until the department is no longer responsible for the property.

Existing law, the Lanterman Developmental Disabilities Services Act,
requires the State Department of Developmental Services to allocate funds
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to private nonprofit regional centers for the provision of community ser-
vices and support for persons with developmental disabilities and their
families and sets forth the duties of regional centers in that regard. Existing
law requires the department to develop a plan for the proposed closure
of any developmental center. Existing law also authorizes the department
to engage in activities that will meet the goal of an orderly closure of
Agnews Developmental Center.

Existing law requires through June 30, 2007, that contracts between
the department and regional centers for persons with developmental dis-
abilities specify certain coordinator-to-consumer ratios.

This bill would extend that requirement to June 30, 2008.

Existing law provides for the assessment of certain individuals for
whom benefits are provided by regional centers. Existing law provides
that if assessment is needed, prior to July 1, 2007, the assessment shall
be performed within 120 days following initial intake, and requires that
assessments after that date shall be performed within 60 days following
intake.

This bill would extend the 120-day assessment requirement until July
1, 2008.

Existing law limits the rate of payment a regional center may pay a
provider for specified services to a rate that is in effect on or after July 1,
2006, except as provided.

This bill would, instead, apply that limit to the 2007-08 fiscal year, and
would limit the rate to that in effect on or after July 1, 2007, subject to
the specified exception.

Existing law provides that, during the 200607 fiscal year, no regional
center may approve any service level for a residential service provider if
the approval would result in an increase to be paid to the provider that is
greater than the rate in effect on July 1, 2006.

This bill would make that limitation applicable during the 2007-08
fiscal year, and would base the limitation on the rate in effect on June 30,
2007.

Existing law prohibits, during the 200607 fiscal year, the State Depart-
ment of Developmental Services from establishing any permanent payment
rate for a community-based day program or in-home respite care agency
that has a temporary payment rate in effect on July 1, 2006, or making
other specified changes or adjustments that would result in a rate increase.

This bill would base that prohibition for the 2007—08 fiscal year on the
rate in effect on or after July 1, 2007.

Existing law provides that, for the 200607 fiscal year, a regional center
may not expend any purchase of service funds for the startup of any new
program unless certain criteria are met, except as specified.

This bill would provide that, for the 2007-08 fiscal year only, a regional
center shall not expend any purchase of service funds for the startup of
any new program unless the expenditure is necessary to protect the con-
sumer’s health or safety or because of other extraordinary circumstances
and the department has granted prior written authorization.
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The bill would also require the State Department of Developmental
Services to develop a plan of options to better control regional center
costs of operating and providing state-supported services. The bill would
require the department to submit the plan to the Joint Legislative Budget
Committee and the fiscal and policy committees of the Legislature no
later than October 1, 2007.

Existing law provides that no person having private health care cover-
age, as defined, is entitled to receive the same health care furnished or
paid for by a publicly funded health care program.

This bill would redefine private health care coverage for purposes of
these provisions.

Existing law entitles publicly funded health care programs that furnish
or pay for health care for a person having private health care coverage to
be subrogated to the rights the person has against the carrier of that private
health care coverage within 3 years of rendering the service.

This bill would require that an entity providing private health care
coverage, as a condition of doing business in the state, accept the state’s
right of recovery, as specified.

Existing law provides for the Medi-Cal program, administered by the
State Department of Health Care Services, under which basic health care
services are provided to qualified low-income persons.

Under existing Medi-Cal provisions “business address” is defined as
the location where an applicant or provider provides services, goods,
supplies, or merchandise to a Medi-Cal beneficiary. The business address
of a vehicle or vessel owned, operated, and used to provide Medi-Cal
services and other items is either the applicant or provider’s pay-to-address
or the business address location for which a separate provider number is
issued.

This bill would delete the business address location for which there is
a separate provider number and, instead, use the business address location
listed on the provider’s application as the location where similar services
and items would be provided.

Existing law requires information about Medi-Cal providers, or appli-
cants to be providers, for enrollment purposes, submission of claims, and
similar purposes to include the provider’s number.

This bill would, except as provided, eliminate the requirement for sep-
arate provider numbers for each business address of the provider and
would make conforming changes.

This bill would also eliminate various references to the need for a
provider number in order to obtain Medi-Cal reimbursement, and instead,
refer in this regard to enrollment in the Medi-Cal program.

Existing law permits the Director of Health Services to issue a Medi-
Cal provider a unique identification number or numbers notwithstanding
the National Provider Identifier (NPI) issued by the federal government.

This bill would, instead, authorize the department to require a Medi-
Cal applicant or provider to submit an NPI number, or to issue a unique
identification number or numbers for transactions not identified as covered
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transactions under the rules of the Health Insurance Portability and Ac-
countability Act of 1996.

Under existing law, the department is authorized to contract for the
provision of Medi-Cal services through certain managed health care op-
tions.

Under existing law, each Medi-Cal beneficiary or eligible applicant is
required to be provided with information as to these health care options
in receiving Medi-Cal benefits, including certain provider information.

This bill would revise the provider information to be provided, including
specifying that it be for the geographic area in which the beneficiary or
applicant resides through a specialized provider directory for the benefi-
ciary or applicant to be implemented as a pilot project in 2 counties, as
specified.

Existing law provides the California Medical Assistance Commission
with the authority to negotiate exclusive contracts with county organized
health systems to provide health care services under the Medi-Cal program.

This bill would provide, on and after the effective date of this bill, that
the State Department of Health Care Services rather than the commission
has exclusive authority to negotiate those contracts. The bill would require
the department to disclose those contracts upon request as public records.

Existing law requires the department to enter into demonstration con-
tracts with manufacturers of medical supplies for 4 items of its own selec-
tion of medical supplies existing on the pharmacy claims processing sys-
tem to establish rebates or other cost-saving mechanisms and to report to
the Legislature on the outcomes of the contracts no later than January 1,
2007.

This bill would require the department to evaluate the products and
execute the contracts pursuant to specified criteria and would require the
report to be made no later than January 1, 2009.

Existing law authorizes the department to enter into exclusive or
nonexclusive contracts on a bid or negotiated basis with manufacturers,
distributors, dispensers, or suppliers of appliances, durable medical
equipment, medical supplies, and other product-type health care services
and with laboratories for clinical laboratory services, as specified.

Existing law contains provisions governing the reimbursement of
hearing aids under the Medi-Cal program.

This bill would require the department, on or before June 30, 2008, to
enter into exclusive or nonexclusive contracts, on a bid or negotiated basis,
for purchasing hearing aid appliances.

Existing law requires the department to reimburse Medi-Cal pharmacy
providers for legend and nonlegend drugs pursuant to specified criteria
including the average sales price of a drug calculated by certain factors.

This bill would delete the term “average sales price” and substitute the
term “average manufacturer’s price,” as defined and make related changes.

Existing law permits the department to enter into contracts with manu-
facturers of enteral formulae for Medi-Cal patients whose condition pre-
cludes the full use of regular food.
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This bill would, instead, permit contracts with the manufacturers of
enteral nutrition products and specify the criteria those products shall
meet.

The bill would also modify various procedures, including ratesetting
provision, governing the provision of medical supplies under the Medi-
Cal program.

Existing law authorizes the director, as well as the Attorney General,
and other specified officials, to bring an action to recover the reasonable
value of benefits provided or that will be provided to a Medi-Cal recipient
against a 3rd party, including an insurance carrier, because of any injury
for which the 3rd party is liable.

Existing law contains procedures governing these actions, as well as
provisions pertaining to the director’s right to claim reimbursement when
the claim against a 3rd party is brought by another person, including the
recipient. Existing law prohibits the director’s claim for exceeding one-
half of the beneficiary’s recovery after deducting fees and costs.

This bill would define the term “lien” as the director’s claim for recov-
ery, from a beneficiary’s tort action or claim, of the reasonable value of
benefits provided on behalf of the beneficiary. This bill would limit recov-
ery of the director’s lien from an injured beneficiary’s action or claim to
what the beneficiary receives after deducting attorney’s fees and litigation
costs of a settlement, judgment, or award.

Under existing law, when benefits are provided or will be provided to
a Medi-Cal beneficiary because of an injury for which another person or
carrier is liable, the director may recover from that person or carrier the
reasonable value of benefits so provided. In connection with that recovery,
existing law requires insurers to provide specified information upon re-
quest of the department.

This bill would redefine “insurer” for these purposes.

Existing law establishes a formula for provider reimbursement rates
for incontinence medical supplies covered by the Medi-Cal program.

This bill would revise that formula and would specify the criteria for
evaluating products for the department’s list of incontinence medical
supplies. It would also permit the department to enter into contracts, as
specified, for the purchase of these supplies.

Under existing law, in order to qualify for Medi-Cal coverage an incon-
tinence medical supply product shall be in general retail distribution.
General retail distribution includes when the product is on display and
available for purchase at retail outlets.

This bill would, instead, specify that the product is on display and
available for purchase at licensed pharmacies or licensed medical supply
dealers within California.

Existing law, the Medi-Cal Long-Term Care Reimbursement Act, re-
quires the department to implement a facility specific ratesetting system
for facilities providing long-term care services. The director may imple-
ment the act by provider bulletins until July 31, 2007, by which time the
director shall have adopted regulations.
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This bill would change that date to July 31, 2008.

Existing law provides that, beginning with the 2007-08 rate year, the
maximum increase in the weighted average Medi-Cal reimbursement rate
required for purposes of these provisions shall not exceed 5.5% of the
weighted average Medi-Cal reimbursement rate for the proceeding fiscal
year, adjusted as prescribed.

This bill would extend that rate through the 2008-09 rate year.

Existing law, administered by the department, provides for the
HIV/AIDS Pharmacy Pilot Program, as described, to evaluate the provision
of medication therapy management services, as defined, for people with
HIV/AIDS. Existing law provides for the repeal of these provisions on
January 1, 2008.

This bill would authorize the department to seek federal financial par-
ticipation under specified conditions and would extend the repeal date of
the HIV/AIDS Pharmacy Pilot Program to June 30, 2008.

Existing law specifies the procedures by which the department deter-
mines prospective per capita rates of payment of services for Medi-Cal
beneficiaries enrolled in a prepaid health plan.

This bill would require that, for rates established on or after August 1,
2007, the department shall pay capitation rates to health plans participating
in the Medi-Cal managed care program, and permit the department to
utilize a county and health plan specific rate methodology to develop
Medi-Cal managed care capitation rates for contracts between the depart-
ment and case management plans, county health systems, and a geographic
managed care pilot project.

It would require the department and the commission to report to the
Legislature, through budget subcommittee hearings to be convened in
2008, regarding changes implemented in the 2007-08 fiscal year regarding
Medi-Cal Managed Care reimbursement rates negotiated under the Geo-
graphic Managed Care model concerning the use of health plan specific
encounter and claims data, and the application of actuarial methods.

Existing law defines actuarial methods and related terms for purposes
of these Medi-Cal prepaid health plan provisions.

This bill would make these provisions inoperative on August 1, 2007,
and repeal them on January 1, 2008.

Existing law requires the department to impose annually, until January
1, 2009, a quality improvement fee on each Medi-Cal managed care plan
in the amount of 6% of the plan’s total operating revenues, as defined, to
be deposited in the General Fund, with the revenue derived from this fee
to be used to increase Medi-Cal managed care plan capitation rates.

This bill would extend the provisions pertaining to the fee until October
1, 2009, and would provide that the amount of the fee shall be up to 6%
of the plans total operating revenue.

Existing law requires the department to establish a pilot program to
provide continuous skilled nursing care as a benefit under the Medi-Cal
program when those services are provided pursuant to a federal waiver.
This provision is repealed as of January 1, 2008.
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This bill would extend the repeal date to January 1, 2010.

Existing law, relating to the operation of a pilot program in Santa Bar-
bara County for the delivery of Medi-Cal services, among other things,
authorizes the California Medical Assistance Commission to negotiate
exclusive contracts and rates with the Santa Barbara Regional Health
Authority and requires the contracts to be approved by the Department
of Finance.

This bill would instead authorize the State Department of Health Care
Services to negotiate those contracts and would delete the requirement
of approval by the Department of Finance.

Existing law provides that the board of supervisors of a county that
contracted with the department pursuant to a specified provision of law
during the 1990-91 fiscal year and any county with a population under
300,000, as determined in accordance with the 1990 decennial census,
may, by adopting a resolution to the effect, elect to participate in the
County Medical Services Program for state administration of health care
services to eligible persons in the county. Existing law revises, for the
200607 fiscal year, state and county financial responsibilities for certain
increases in the County Medical Services Program.

This bill would further extend that provision to include the 2007-08
fiscal year.

This bill would reallocate certain amounts appropriated in the Budget
Act of 2007 from the Cigarette and Tobacco Products Surtax Fund, with
these revenues to be allocated to certain county health services programs.

This bill would require the State Department of Mental Health, in col-
laboration with the State Department of Health Care Services to provide
specified material to the fiscal and policy committees of the Legislature
regarding a prescribed State Department of Mental Health workplan and
materials concerning certain mental health programs in San Mateo
County.

This bill would require the State Department of Health Care Services
to issue an All County Welfare Directors Letter and a Medi-Cal Provider
Bulletin regarding the Conlan v. Shewry Beneficiary Reimbursement
process, as specified.

This bill would authorize the Managed Risk Medical Insurance Board
and the State Department of Health Care Services to adopt emergency
regulations to implement applicable provisions of the bill.

Existing law provides for the Early and Periodic Screening, Diagnosis,
and Treatment (EPSDT) Program, which provides certain mental health
and other medical services to Medi-Cal beneficiaries and other qualified
persons.

This bill would require the State Department of Mental Health to devel-
op a plan for the EPSDT Program, as provided, and would require the
department to, in developing the plan, provide program efficiencies while
protecting clients, to consult with counties, and to consider the role of
counties in providing services under the program. The bill would require
the department to submit the plan to the Joint Legislative Budget Commit-
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tee and the fiscal and policy committees of the Legislature no later than
March 1, 2008.

The bill would also require the department to work with the Legislature
to develop an appropriate administrative structure for the EPSDT Program
for implementation in the 2008-09 fiscal year.

The California Constitution requires the state to reimburse local agencies
and school districts for certain costs mandated by the state. Statutory
provisions establish procedures for making that reimbursement.

This bill would provide that, if the Commission on State Mandates de-
termines that the bill contains costs mandated by the state, reimbursement
for those costs shall be made pursuant to these statutory provisions.

This bill would declare that it is to take effect immediately as an urgency
statute.

Appropriation: yes.

The people of the Sate of California do enact as follows:

SECTION 1. Section 13343 is added to the Government Code, to read:

13343. (a) The Department of Finance shall revise the Governor’s
Budget documents display for the State Department of Public Health to
include a display of the supplemental local assistance appropriation
summary, including actual past year, estimated current year, and proposed
budget year expenditures for each branch in the department.

(b) No later than January 20 of each year, the State Department of
Public Health shall annually provide expenditure information for actual
past year, estimated current year, and proposed budget year for the follow-
ing:

(1) The Cigarette and Tobacco Products Surtax Fund and the accounts
contained therein as established by Proposition 99 as approved by the
voters at the November 8, 1988, statewide general election.

(2) Statewide AIDS/HIV programs.

(3) AIDS Drug Assistance Program.

(4) Title V Maternal, Child, and Adolescent Health Grant funds.

(5) Women, Infants, and Children Supplemental Nutrition Program.

(6) Federal Health and Human Services Hospital Preparedness Program
funds.

(7) Centers for Disease Control and Prevention Public Health Emergen-
cy Preparedness Grant funds.

SEC. 2. Section 1204.5 is added to the Health and Safety Code, to
read:

1204.5. Primary care clinics may submit verification of Joint Commis-
sion on Accreditation of Healthcare Organization (JCAHO) certification
to the Licensing and Certification Division within the State Department
of Public Health for entry into the electronic Licensing Management
System for purposes of data collection and extraction for licensing and
certification fee calculations.
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SEC. 3. Section 1250.8 of the Health and Safety Code is amended to
read:

1250.8. (a) Notwithstanding subdivision (a) of Section 437.10, the
department, upon application of a general acute care hospital which meets
all the criteria of subdivision (b), and other applicable requirements of
licensure, shall issue a single consolidated license to a general acute care
hospital which includes more than one physical plant maintained and
operated on separate premises or which has multiple licenses for a single
health facility on the same premises. A single consolidated license shall
not be issued where the separate freestanding physical plant is a skilled
nursing facility or an intermediate care facility, whether or not the location
of the skilled nursing facility or intermediate care facility is contiguous
to the general acute care hospital unless the hospital is exempt from the
requirements of subdivision (b) of Section 1254, or the facility is part of
the physical structure licensed to provide acute care.

(b) The issuance of a single consolidated license shall be based on the
following criteria:

(1) There is a single governing body for all of the facilities maintained
and operated by the licensee.

(2) There is a single administration for all of the facilities maintained
and operated by the licensee.

(3) There is a single medical staff for all of the facilities maintained
and operated by the licensee, with a single set of bylaws, rules, and regu-
lations, which prescribe a single committee structure.

(4) Except as provided otherwise in this paragraph, the physical plants
maintained and operated by the licensee which are to be covered by the
single consolidated license are located not more than 15 miles apart. If
an applicant provides evidence satisfactory to the department that it can
comply with all requirements of licensure and provide quality care and
adequate administrative and professional supervision, the director may
issue a single consolidated license to a general acute care hospital that
operates two or more physical plants located more than 15 miles apart
under any of the following circumstances:

(A) One or more of the physical plants is located in a rural area, as
defined by regulations of the director.

(B) One or more of the physical plants provides only outpatient services,
as defined by the department.

(C) If Section 14105.986 of the Welfare and Institutions Code is imple-
mented and the applicant meets all of the following criteria:

(i) The applicant is a nonprofit corporation.

(i) The applicant is a children’s hospital listed in Section 10727 of the
Welfare and Institutions Code.

(iii) The applicant is affiliated with a major university medical school,
and located adjacent thereto.

(iv) The applicant operates a regional tertiary care facility.

(v) One of the physical plants is located in a county that has a consoli-
dated and county government structure.
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(vi) One of the physical plants is located in a county having a population
between 1 million and 2 million.

(vii) The applicantis located in a city with a population between 50,000
and 100,000.

(c) Inissuing the single consolidated license, the state department shall
specify the location of each supplemental service and the location of the
number and category of beds provided by the licensee. The single consol-
idated license shall be renewed annually.

(d) To the extent required by Part 1.5 (commencing with Section 437)
of Division 1, a general acute care hospital which has been issued a single
consolidated license:

(1) Shall not transfer from one facility to another a special service de-
scribed in Section 1255 without first obtaining a certificate of need.

(2) Shall not transfer, in whole or in part, from one facility to another,
a supplemental service, as defined in regulations of the director pursuant
to this chapter, without first obtaining a certificate of need, unless the li-
censee, 30 days prior to the relocation, notifies the Office of Statewide
Health Planning and Development, the applicable health systems agency,
and the state department of the licensee’s intent to relocate the supplemen-
tal service, and includes with this notice a cost estimate, certified by a
person qualified by experience or training to render the estimates, which
estimates that the cost of the transfer will not exceed the capital expendi-
ture threshold established by the Office of Statewide Health Planning and
Development pursuant to Section 437.10.

(3) Shall not transfer beds from one facility to another facility, without
first obtaining a certificate of need unless, 30 days prior to the relocation,
the licensee notifies the Office of Statewide Health Planning and Devel-
opment, the applicable health systems agency, and the state department
of the licensee’s intent to relocate health facility beds, and includes with
this notice both of the following:

(A) A cost estimate, certified by a person qualified by experience or
training to render the estimates, which estimates that the cost of the relo-
cation will not exceed the capital expenditure threshold established by
the Office of Statewide Health Planning and Development pursuant to
Section 437.10.

(B) The identification of the number, classification, and location of the
health facility beds in the transferor facility and the proposed number,
classification, and location of the health facility beds in the transferee fa-
cility.

Except as otherwise permitted in Part 1.5 (commencing with Section
437) of Division 1, or as authorized in an approved certificate of need
pursuant to that part, health facility beds transferred pursuant to this section
shall be used in the transferee facility in the same bed classification as
defined in Section 1250.1, as the beds were classified in the transferor
facility.

Health facility beds transferred pursuant to this section shall not be
transferred back to the transferor facility for two years from the date of
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