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114th MAl E LEGISLATURE 

FIRST REGULAR SESSION .. 1989 

Legislative Document No. 920 

S.P.348 In Senate, March 27, 1989 

Reported by Senator GAUVREAU of Androscoggin for the Commission to Study 
the Regulation of Health Care Expenditures pursuant to Public Law 1987, chapter 440, 
section 5. 

Reference to the Committee on Human Resources suggested and ordered printed 
pursuant to Joint Rule 18. 

JOY J. O'BRIEN 
Secretary of the Senate 

STATE OF MAINE 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND EIGHTY-NINE 

An Act to Implement Recommendations Proposed by the Blue Ribbon Commission 
on the Regulation of Health Care Expenditures. 



1 Be it enacted by the People of the State of Marne as fonows: 

3 

5 

Sec. I. 2 MRSA §6-B, as enacted by PL 1983, c. 579, §l, is 
repealed and the following enacted in its place: 

§6-B. Salaries of cQmmil?J':Lioners~d certai:Q_J~.IDl?-loyees of 
7 the Maine Hospital Rate Setting Commission 

9 1. Chair. The salary of the chair of the commission shall 
be within salary range 91, step G for fiscal year 1989-90 and 

11 salary range 91, step H for fiscal year 1990-91 and annually 
thereafter. 

13 
2. Commission members. The salary of other members of the 

15 commission shall be wi thin salary range 90, step G for fiscal 
year 1989-90 and salary range 90; step H for fiscal year 1990-91, 

17 and annually thereafter. 

19 

21 

23 

25 

27 

29 

31 

33 

35 

37 

39 

41 

3. Otl).er employ.s:e.s:eCEsc....'--_=T~h~e'----"!s..!<a'-'!l'""ai-'r'""i"-l'e"-'s"-----"o'-'f~---"t"'h."e<----=f",oc:l""l"-,o,,-,w,,-,l,,,,' n",g':J. 
employees shall be within: 

A. Salary range 89: 

(1) Deputy directors; and 

B. Salary range 88: 

(I} General counsel. 

Sec. 2. 3 MRSA §507, sub-§8, tij[A, as repealed and replaced by PL 
1985, c. 763, Pt. A, §4, is amended to read: 

A. Unless continued or modified by law, the following Group 
D-l independent agencies shall terminate, not including the 
grace period, no later than June 30, 1986: 

(1) Maine Arts Commission; aBe 

(2) Maine State MuseumT; and 

(3} Maine Hospital Rate Setting Commission. 

43 Sec. 3. 5 MRSA §12004-JE, sub-§l, as enacted by PL 1987, c. 
786, §5, is repealed. 

45 
Sec. 4. 22MRSA§303,sub-§3-A, as enacted by PL 1983, c. 579, 

47 §6, is amended to read: 

49 3-A. Commission. "Commission" means the Maine EIea±t=:a-.c-a~-e 

~iBaBee Hospital Rate Setting Commission established pursuant to 
51 chapter lQ1 1701. 
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Sec. 5. 22 MRSA §303, sUIlb-§6-A, lr'UC and! D, as enacted by PL 
1981, c. 705, Pt. V, §4, are amended to read: 

C. For services commenced between January 1 and December 
31, 1985, $145,000 for the 3rd fiscal year, including a 
partial first year; aBa 

D. For services commenced after December 31, 1985, $155,000 
for the 3rd fiscal year, including a partial first yearTi and 

Sec. 6. 22 MRSA §303, sub-§6-A, ~E is enacted to read: 

E. For services commenced by providers other than hospitals 
after October L 1990, $155,000 for the 3rd fiscal year, 
including a partial first year. 

Sec. 7. 22 MRSA §303, sUIlb-§12-A, as enacted by PL 1981, c. 
705, Pt. V, §7, is amended to read: 

12-A.. Major medical equipment. "Major medical equipment" 
means a single unit of medical equipment or a single system of 
components with related functions which is used to provide 
medical and other health services and which costs $aGGTGGG 
$1,000,000 or more. ~Ris-teFm-Bee£-~~~~~~~~~~ 

aeqYiFea-~-e~--&n-~~--eE-~-€~J£J€~~--~a&&FaB&FY-~~-FFeviae 

e±iBiea±--±aBeFa~eFy--seFvieesT--iE--~Re--e±iBiea±--±aBeFa~eFy--is 

iBaeFeBaeB~-~-~-FRysieiaH~s-e~~J€€-~-a-He£FJtaJ-~~-BeeB 

ae~eFmiBea-~r-~£€--Yni~ea-~~~-SeeJaJ-~&F~&y-~?--~i~±e 

XVIIIT-~~~&-tRe-~~~~~~~-See~ieB-~~--~~r-FaFa~FaFRs 

±G-~£B-~~-~-&ha&-Ae~T In determining whether medical equipment 
costs more than $aGGTGGG $1,000,000, the cost of studies, 
surveys, designs, plans, working drawings, specifications and 
other activities essential to acquiring the equipment shall be 
included. If the equipment is acquired for less than fair market 
value, the term "cost" includes the fair market value. 

Sec.S. 22MRSA§303,SUIlb-§20, as enacted by PL 1977, c. 587, 
§1, is repealed. 

Sec. 9. 22 MRSA §304-A, sllIb-§2, as amended by PL 1987, c. 353, 
§§1 and 2, is repealed and the following enacted in its place: 

2. A.cquisitions of majpr medical equipment. The 
acquisition by any person of major medical equipment. 

Ther~.n.all be a wai.ver for the use of major mepical equipment on 
a temporary basis as provided in section 308, subsection 4; 

Sec.lO. 22 MRSA §304-A, sub-§3, as amended by PL 1987, c. 
435, §1, is further amended to read: 
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3. Capital expenditures. The obligation by or on behalf of 
a health care facility, except a skilled or intermediate care 
facility pr hospital, of any capital expenditure of $350,000 or 
more. Hospitals shall have a threshold of $1,000,000. 
Intermediate care and skilled nursing care facilities shall have 
~ threshold of $500,000, except that any transfer of ownership of 
~n intermediate care or skilled nursing care facility or a 
hospital shall be reviewable; 

Sec. It. 22 MRSA §304-A, sub-§4, as enacted by PL 1981, c. 
11 705, Pt. V, §16, is amended to read: 

13 4. New health services. The offering or development of any 
new health service, except for hospital services on or after 

15 hospital payment years beginning October L 1991. For purposes 
of this section, "new health services" shall include only the 

17 following: 

19 A. The obligation of any capital expenditures by or on 
behalf of a health care facility which is associated with 

21 the addition of a health service which was not offered on a 
regular basis by or on behalf of the facility within the 

23 l2-month period prior to the time the services would be 
offered; 

25 

27 

29 

31 

33 

35 

37 

39 

41 

43 

B. The addition of a health service which is to be offered 
by or on behalf of a health care facility which was not 
offered on a regular basis by or on behalf of the facility 
within the l2-month period prior to the time the services 
would be offered, and which, for the 3rd fiscal year of 
operation, including a partial first year, following 
addition of that service, absent any adjustment for 
inflation, is projected to entail annual operating costs of 
at least the expenditure minimum for annual operating costs; 
or 

C. The addition of a health service which falls within a 
category of health services which are subject to review 
regardless of capital expenditure or operating cost and 
which category the department has defined through 
regulations promulgated pursuant to section 3l2T--ba:£.e.d--e-:a 
teeemmeBaa~ieBs-Etem-~he-S~a~e-Heal~h-beetaiBa~iB~-beaBeil; 

Sec. 12. 22 MRSA §304-A, sub-§6, as enacted by PL 1981, c. 
45 705, Pt. V, §16, is amended to read: 

47 6. Changes in bed complement. Any change in the existing 
bed complement of a health care facility other than a hospital, 

49 in any 2-year period, which: 
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A. Increases or decreases the licensed or certified bed 
capacity of the health care facility by more than 10% or 
more than 5 beds, whichever is less; 

B. Increases or decreases the number of beds licensed or 
certified by the department to provide a particular level of 
care by more than 10 0

", of that number or more than 5 beds, 
whichever is less; or 

C. Relocates more than 10 0
", of the health care facility's 

licensed or certified beds or more than 5 beds, whichever is 
less, from one physical plant to another; 

Sec. 13. 22 MRSA §304-A, sub-§6-A is enacted to read: 

6-A. Increases in licensed bed capacity of a hospital. Any 
increase in the licensed bed capacity of a hospital by more than 
10% or more than 5 beds, whichever is less; 

Sec. 14. 22 MRSA §304-A, sub-§9, <nIB, as amended by PL 1985, c. 
418, §4, is further amended to read: 

B. If a person adds a health service not subject to review 
under subsection 4, paragraph A or C and which was not 
deemed subject to review under subsection 4, paragraph B at 
the time it was established and which was not reviewed and 
approved prior to establishment at the request of the 
applicant, and its actual 3rd fiscal year operating cost, as 
adjusted by an appropriate inflation deflator promulgated by 
the department, after consultation with the Maine Hea±~H 

Ga;r;:e--F-i-naD:{l-e Hospital Rate Setting Commission, exceeds the 
expenditure minimum for annual operating cost in the 3rd 
fiscal year of operation following addition of these 
services. 

Sec. 15. 22 MRSA §304-]), as enacted by PL 1985, c. 661, §2, 
is repealed. 

Sec. 16. 22 MRSA c.I01, as amended, is repealed. 

Sec. 17. 22 MRSA sub-to 6 is enacted to read: 

SUBTITLE 6 

HOSPITAL RATE SETTING 

CHAPTER 1701 . 

HOSPITAL RATE SETTING 

SUBCHAPTER I 
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GENERAL PROVISIONS 

§9001. Findings and declaration of purpose 

1. Findings. The Legislature makes the following findings ° 

A. The cost of hOJillJ tal care in Maine has been inc_reasin_9 
much more rapidly than the ability of its citizens to 
support these increases. This disparity is detrimental to 
the public interest. It diminishes the accessibility of 
hospital services to the people of the State and materially 
compromises their ability to address other equally 
compelling needs. 

B. The current system of (inancing hospital care is 
seriousl.Y.----..Q!3ficient, has directly contributed to the rapid 
rise in costs and is in need of reform in that: 

i1) The current system gf financing hospital care 
fails to assure that hospitals will charge those the-y 
serve no more than is needed to meet their reasonable 
financial requirements: 

i2) The current system of financing hospital cpre 
fa i 1 s to ass uJ;:".e--,o"-,r"---,r,-,e""w,,-,,,a,,,,-r..!=d!...-es.=f-=fc:!i,-,c...,l::o e",-n~cc.xy_""a-"!n""d!...-±..r.EeCEs~t""r,-,a",,l±..o n~t,--,l=-' n ... 
hospital spending: 

(3) The current system of financinE._ hospital care is 
inequitable in that it permits hospitals to respond to 
the legitimate cost containment efforts of the Federal 
Government and the State by increasing their charges to 
other patients: and 

(4) The current system of financing hospital care 
threatens the ability of some Maine hospitals to 
generate sufficient revenues to meet their reasonable 
financial requirements and, consequently, will 
inevitably have an adverse impact on the accessibility 
and the quality of the care available to those whom 
they serve. 

C. The informed development of public policy regarding 
hospital and other necessary health services reguires that 
the Stqte regularly assemble and analyze information 
pertaining to the use and cost of these services. 

2. Purposes. The purposes of this chapter are as follows. 

A. It is the intent of the Legislature to protect the 
public health and promote the public interest by 
establishing a hospital financing system which: 
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ill Approgriately limi . .t~he r.ate of increase in the 
cost of hospital care from year to year; 

(2) Protects the quality and the accessibili~ the 
hospital care available to the people of the Stat~ 
assuring the financial viability of an efficient and 
effective state hospital system; 

iJ~ffords those who pay hospitals a greater role in 
determining their reasonable financial requir~ments 

without unduly compromising the ability of those who 
govern and.manage hospitals to decide how the resources 
made available to them are to be used; 

(4) Encoyrages hospitals to make the most efficient 
use of the resources made available to them in the 
provision of quality care to those whom they serve and 
the training and continuing education of physicians and 
other health professionals; 

i~ Provides predictability in payment amounts for 
payors, providers and patients; and 

(6) Assures greater equity among purchasers, classes 
of purchasers and payors. 

B. It is fu~ther the intent of the Legislature that uniform 
systems of reporting health care information shall be 
established; that all health care facilities shall be 
gg.l-dred to file reports in a manner consistent with these 
systems; and that, using the least restrictive means 
practicable for the protection of privileged medical 
information, public access to those reports shall be assured. 

h_. __ I .. t is further the intent of the Legislature that nothing 
in this chapter may be construed to prescribe the amounts 
hospitals may pay for particular goods and services, 
including professional services. Similarly, except as 
required by the specific prOV1Slons of this chapter and 
rules promulgated under this chapter, the decisions made by 
hospi tals regarding the amounts to be expended for 
particular goods and services shall have no effect on the 
gross patient service revenue limits established by the 
commission. 

§9002. Definitions 

foS used in this chapter, unless the context indicates 
otherwise, the following terms have the following meanings. 
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1. Board. "Board" means the Health Facilities Cost Review 
Board established pursuant to Public Law 1977, chapter 691, 
section 1. 

5 2. C9gunis.!?j.on. "Commission". means the Maine Hospital Rate 
Setting Commission established by this chapter. 

7 
3. Department. "Department" means the Department of Human 

9 Services. 

11 4. Direc~:rovider of health care. "Direct provider of 
heal th care" means an individual whose primary current activity 

13 is the provlslon of health care to other individuals or the 
administrator of ·a facility in which that care is provided. 

15 

17 

19 

21 

5. Health care facility. 
13, "health care facility" 
required to be licensed under 
the exception of the Cutler 
Infirmary. 

Except as provided in subsection 
means any health care facilit~ 

chapter 405 or its successor, with 
Heal th Center and the Dudley Coe 

6. Hospital. "Hospital" means any acute care institution 
23 required to be licensed pursuant to chapter 405 or its successor, 

with the exception of the Cutler Health Center and the Dudley Coe 
25 Infirmary. 

27 

29 

31 

33 

7. Independent data organization. Except qS provided in 
section 9021, subsection 3, "independent data organization" means 
an organization of data users, a majority of whose members are 
not direct providers of health care services and whose pur.poses 
are the cooperative collection, storage and retrieval of health 
care information. 

8. Major 3rd-party payor. "Major 3rd-party payor" means a 
35 3rd-party payor, as defined in subsection 19, which, with respect 

to an individual hospital: 
37 

39 

41 

43 

A. Is responsible for payment to the hospital of amounts 
equal to or greater than 10% of all payments to the 
hospital, as this amount is determined by the commission; and 

B. Maintains a participating agreement with the hospital. 

Notwithstanding paragraphs A and B, the department shall be 
45 deemed a major 3rd-party payor with respect to any hospital 

participating in the Medicaid program. In addition, any payor 
47 responsible for payment under the Medicare program shall be 

deemed a major 3rd-party payor with respect to any hospital 
49 participating in that program, provided that a payor which acts 

as a fiscal intermediary for the Medicare program shall not be 
51 considered a major 3rd-party payor with respect to payments it 

makes other than as a Medicare fiscal intermediary, unless it 
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.§,lso meets the provisions of paragraphs A and B with respect to 
these payments. 

9. Participating agreement. "Participating agreement" 
!1leans a writ~en agreement between a hospital and a 3rd-part~ 

payor under which the payor is obligated to pay the hospital 
directly on behalf of its beneficiaries and under which the 
hQ.Q.pi.tp.l i_s obligated to meet participation reguirements which 
may include, but are not limited to, such areas as submission of 
claims information, utilization review programs and record 
lteeping. Any such agreement in effect on the effective date of 
this chapter shall not be invalidated by this chapter except to 
the extent that specific provisions of this chapter are 
inconsistent ,,{ith the pro'lZi.sions of those agreements and then 
only to the extent of the inconsistency. 

10~_ym~nt year. "Payment year" means any hospital fiscal 
year which begins, or is deemed to begin, on or after October 1, 
1984. 

11. Payor. "Payor" means a 3rd-party payor. 

12. Person. "Person" means an individual, trust or estate-L.. 
partnership, corporation, including associations, joint stock 
companies and insurance companies, the State or a political 
subdivision or instrumentality, including a municipal corporation 
of the State, or any other legal entity recognized by state law. 

13. Provider of health care. "Provider of health care" 
means: 

A. A direct provider of health care; 

B. A health care facility, as defined in section 303, 
subsection 7; or 

c. A health product manufacturer. 

14. Purchaser. 
responsible for full or 
rendered by a hospital. 

"Purchaser" means a natural person 
partial payment for health care services 

15. Revenue center. "Revenue center" .-'-'m...."e"-'a""n=s_-'a"'--"f...,u""n="'c-"'t""i'""o'-"n'""'~""'· n=g;;> 
unit of a hospital which provides identifiable services to 
patients for a charge. 

16. Reve~:me limit. "Revenue limit" means the revenue per 
case, the rate per uni t of outpatient service, or the total 
revenue approved by the commission pursuant to section 9031. 

17. Secreta):"y. "Secretqry" means the Secretary of the 
United States Department of Health and Human Services. 
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18. Small hospital. "Small hospital" means a hospital 

having 55 or fewer licensed acute care beds. 

5 19. Third-part~ayor. "Third-party payor" means any 
~Dtity, other than a purchaser, which is responsible for payment, 

7 either to the purchaser or the hospital, for health care services 
rendered by a hospital. It includes, but is not limited to, 

9 federal governmental units responsible for the administration of 
.t.he Medicare program, the department, insurance companies, health 

11 maintenance organizations and nonprofit hospital and medical 
service corporations: provided that it shall not be construed to 

13 include any state agency or subunit of a federal agency other 
than those directly administering programs under whi,ch payment is 

15 made to hospitals for health care services rendered to program 
beneficiaries. 

17 
20. Voluntary budget review organization. "Voluntary 

19 budget review organization" means a nonprofit organization 
established to conduct reviews of budgets and approved by the 

21 board in chapter 105. 

23 §9003. Maine Hospital Rate Setting Commission 

25 1. Establishment. The Maine Health Care Finance Commission, 
governed by former chapter 107, shall be known after October 1, 

27 1989, as the Hospital Rate Setting Commission. The commission is 
defined as follows. 

29 

31 

33 

35 

37 

39 

41 

43 

45 

47 

49 

51 

A. The Maine Hospital Rate Setting Commission shall 
function as an independent executive agency. 

B. Effective October 1, 1989, the commission shall be 
composed of 3 members, who shall be appointed by the 
Governor, subject to review by the joint standing committee 
of the Legislature having jurisdiction over human resourc§~ 

and confirmation by the Legislature. Members shall devote 
full time to their duties. 

The powers and duties of the commission as set forth in t.hj.s 
chapter shall be performed by the part-time commissioners 
appointed prior to October 1, 1989, until the 3 full-time 
members have been appointed and qualified pursuant to 
paragraph C. No full-time commissioner may exercise powers 
under this chapter until 3 full-time commissioners are 
qualified. 

C. The terms of the members shall be stagg~red. The terms 
of members appointed before October 1, 1989, shall last 
until 3 full-time commissioners are qualified. Of the 
members appointed after October 1, 1989, one shall be 
appointed for a term of 4 years; one for a term of 3 years; 
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anq one for a term of 2 years. Thereafter, all appointment~ 
shall be for a term of 4 years each, except that a member 
gppointed to fill a vacancy in an unexpired term shall serve 
only for the remainder of that term. Members shall hold 
office until the appointment and confirmation of their 
successors. 

D. The Governor may remove any member who becomes 
disqualified for neglect of any duty required by law. 

2. ChC!oir. The following provisions apply to the chair of 
the Maine Hospital Rate Setting Commission. 

A. The Governor shall designate one member of the 
commission as chair. 

B. The chair shall have the following duties: 

(1) Serve as.principal executise officer of the 
commission in carrying out its policies; 

(2) Preside at meetings of the commission; and 

13) Be responsible for the expedient organization of 
the commission's work. 

3. Meetings. The commission shall meet as follows. 

A. The commission shall meet from time to time as required 
to fulfill its responsibilities. Meetings shall be called Qy 
the chair or by any 2 members and, except in the event of an 
emergency meeting, shall be called by written notice. 
Meetings shall be announced in advance and open to the 
public, to the extent required by Title 1, chapter 13, 
subchapter I. 

B. Two members of the commission shall constitute a-<luorum. 
No action of the commission may be effective without the 
concurrence of at least 2 members. 

C. The chair of each of the 3 advisory committees 
established according to section 9047 or another committee 
m~mber designated by the chair shall be entitled to 
participate, in the manner of an ex officio nonvoting 
member, solely with respect to deliberations and actions of 
the commission directly related to the formulation and 
adoption of rules, but including neither deliberations and 
actions which are properly conducted in executive session 
nor deliberations and actions with respect to which the 
commission determines that ope or more of the adviso£y 
commi ttee chairs has a conflict of interest. This section 
may not be construed to authorize participation in 
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delib~_rations and actions of the commission related to the 
application or enforcement of rules. 

4. Compensat..ion. Each member of the commission shall be 
compensated according to the provisions of Title 2, section 6-B. 

7 §9004. Deputy directors and staff 

9 The commission shall appoint no more than 3 deputy 
directors, who shall have had experience in the organization, 

11 financing or delivery of health care and who shall perform the 
duties delegated to them by the commission. They shall serve at 

13 the pleasure of the commission and their salaries shall be set by 
the commission within the range established by Title 2, section 

15 6-B. The commission may employ such other staff as it deems 
necessary. The appointment and compensation of such other staff 

17 shall be subject to the Civil Service Law. 

19 §9005. Legal counsel 

21 

23 

25 

27 

29 

31 

33 

35 

37 

39 

The commission shall appoint, with the approval of the 
httorney General, a general counsel and such other staff 
attorneys as it deems necessary. The general counsel shall serve 
at the pleasure of the commission and the ge~eral counsel's 
salary shall be set by the commission within the range 
established by Title 2, section 6-B. Other staff attorneys shall 
serve at the pleasure of the commission and their salaries shall 
be set by the commission. The general counsel and any other staff 
attorneys may represent the commission or its staff in any 
proceeding, investigation or trial. Private counsel may be 
employed, from time to time, with the approval of the Attorney 
General. 

§9006. Powers of commission generally 

In addition to 
elsewhere in this 
following powers. 

the powers 
chapter, the 

granted to 
commission 

the commission 
is granted the 

1. Rulemaking. The com!.Tlission may adopt. amend and repeal 
41 such rules as may be necessary for the proper administration and 

enforcement of this chapter, subject to the Maine Administrative 
43 Procedure Act, Title 5, chapter 375. 

45 2. Committees. In addition to the committees required to be 
established under section 9047, the commission may create 

47 committees from its membership and appoint advisory committees 
consisting of members, other individuals and representatives of 

49 interested public and private groups and organizations. 

51 3. Receipt of grants, gifts a~Ey,I1!ents. The commisuon 
may solicit, receive and accept grants, gifts, payments and other 
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funds and advances from any person, other than a provider of 
health care, as defined in section 9002, SUbsection 13 t or a 
3rd-party payor, as defined in section 9002, subs.~ction 19, and 
enter into agreements with respect to those grants ( payments, 
funqs and advances, including agreements that involve the 
undertaking of studies, p;I.ans, demonstrations or projects. The 
commission may only accept funds from providers of health care or 
from 3rd-party payors in accordance with subsection 9 and section 
9011. 

~~~dies apd analyse~. The commission may conduct studies 
and analyses relating to health care costs, the financial status 
of any facili ty subject to this chapter and any other related 
matters it deems appropriate. 

5. Grqnts. The commis::;ion may make grants to persons to 
9~t research or other activities undertaken in furtherance of 
the purposes of this chapter. 

6. Contract for services. The commission may contract wi~h 
anyone other than commission members for any services necessary 
to carry out the activities of the commission. Any party entering 
into a contract with the Gommission shall be prohibited from 
releasing..t..-.lll!blishing or otherwise using any information made 
available to it under its contracted responsibilities without the 
specific written authorization of the commission. 

7. Audits. The commission may, durins-Pormal business hours 
and upon reasonable notification, audit, examine and inspect any 
records of any health care facility to the extent that the 
activities are necessary to carry out its responsibilities. To 
the extent feasible, the commission shall avoid duplication of 
audit activities regularly performed by major 3rd-party payors. 

8. Public hearings. The commission may conduct any public 
hearings deemed necessary to carry out its responsibilities. 

9. Fees. The commission may charge and retain fees to 
recover the reasonable costs incurred both in reproducing and 
distributing reports, studies and other publications and in 
responding to reguests for information filed with the commission. 

§9007. Public information 

Any information, except confidential commercial information 
obtained from a payor or privileged medical information, and any 
studies or analyses which are filed with, or otherwise provided 
to, the commission under this chapter shall be made available to 
any person upon reguest, provided that individual patients or 
health care practitioners are not directly identified. The 
commission shall adopt rules governing public access in the least 
restrictive means possible to information which may indirectly 
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1 identify a particular patient or health care practitioner. The 
cQmmission shall also adopt rules establishing criteria for 

3 determinina whether information is confidential commercial 
information or privileged medical information and establishing 

5 procedures to afford aff~cted payors or hospitals, as applicable, 
notice and opportunity to comment in response to requests for 

7 information which may be considered confidential or privileged. 

9 §9008. Reports 

11 

13 

15 

17 

19 

21 

23 

25 

27 

29 

31 

33 

35 

37 

39 

41 

43 

45 

47 

49 

51 

1. Annual reports. The commission shall prepare the 
following annual reports. 

A. Prior to January 1st, the commissipn shall prepare and 
transmit to the Governor and to the Legislature a report of 
its operations a~d activities during the previous year. This 
report shall include such facts, suggestions and policy 
recommendations as the commission considers necessary. The 
report shall include: 

(1) Data citations, to the extent possible, to support 
the factual statements in the report; 

(2) The administrative requirements for compliance 
with the system by hospitals to the extent possible; 

(3) The pommission's view of 
on the health care financing 
use or financing of hospital 
reimbursement policies, 
technological advances and 
providers; 

the likely future impact 
system of trends in the 
care, including federal 
demographic chang~ 

competi tion from other 

(4) The commission's view of likely changes in 
.apportionment of revenues among classes of payers and 
purchasers as a result of trends set out in 
subparagraph (3); 

(5) The relationship of the advisory committees to the 
commission; 

L6) Comparisons of the impact of the hospital care 
financing system with relevant regional and national 
data, to the extent that such data is available; 

(7) To the extent available, information on trends i~ 

utilization; and 

( 8) Demonstration projects considered or approved by 
the commission. 
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1 B. The commission shall prep~re a report of the anpual 
savings to the payors as a result of this chapter and shall 

3 submit this report annually to the Bureau of Insurance. The 
Bureau of Insurance shall take this savings into account in 

5 approving health insurance rates. A copy of this report 
shall be submitted to the joint standing committee of the 

7 Legislature having jurisdiction over human resources. 

9 2. Reports to legislative conunittee. While the Legislature 
is in session, the commission or its staff shall, upon reguest of 

11 the joint standing committee of the Legislature having 
jurisdiction over human resources, appear before the committee to' 

13 discuss its annual reports and any other items reguested by the, 
committee. 

15 
3. Consumer reports. The commission shall, from time to 

17 time as it deems appropriate, publish and disseminate any 
information that would be useful to consumers in making informed 

19 choices in obtaining health care, including the results of any 
studies or analyses undertaken by the commission. 

21 
4. Revi.ew by health care facility. If any studies or 

23 analyses undertaken by the commission pursuant to section 9006, 
subsection 4, or if any consumer information developed pursuant 

25 to subsection 3 directly or indirectly identify a particular 
health care facility, the health care facility shall be afforded 

27 a reasonable opportunity, before public release, to review and 
comment upon ~he studies, analyses or other information. 

29 
5. B.eview of exception threshold and variable arou!';J;:menJ;;, 

31 factor. The factors for the threshold on exception reguests in 
section 9035, subsection 15 and the variable adjustment factor in 

33 section 9035, subsection 2, shall be reviewed after the system 
has been in operation for 2 years. At that time the commission 

35 shall recommend to the Legislature how these factors should be 
established and what the factors should be in light of the 

37 current status of hospital care in Maine and the United States. 

39 §9009. Penalties 

41 Any person who knowingly violates any provision of this 
chapter or any valid order or rule made or promulgated pursuant 

43 to this chapter, or who willfully fails, neglects or refuses to 
perform any of the duties imposed under this chapter, shall be 

45 deemed to have committed a civil violation for which a forfeiture 
of not more than $1,000 a day may be adjudged, unless specific 

47 penalties are elsewhere provided for, and provided that any 
forfeiture imposed under this section shall not exceed $25,000 

49 for any one'occurrence. 

51 §90l0. Enforcement 
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1 

3 

5 

Upon application of the commission or the A~~Qrne~enera~_ 
.the Superior Court shall have full jurisdiction to enforce all 
orders of ,the commission and the performance by health care 
facili ties of all duties imposed IJpon th~m by this chapter and 
any valid regulations adopted pursuant to this chapter. 

7 §90ll. Funding of the commission 

9 1. As~essments. Every ho::mital subject to regulation under 
this chapter shall be subject to an assessment of not more than 

11 .15% of its gross patient service. revenues. The commission shall 
determine the assessments annually prior to July 1st and shall 

13 assess each hospital for its pro rata share. Each hospital shall 
pay the assessment charged to it on a Quarterly basis, with 

15 payments due on or before July 1st, October 1st, January 1st and 
April 1st of each year. 

17 
2. Legislative approval of the budget. The assessments and 

19 expenditures provided in this section shall be subject to 
legislative approval in the same manner as the budget of the 

21 commission is approved. The commission shall also report 
annually, before February 1st, to the joint standing committee of 

23 the Legislatur~aving jurisdiction over health and institutional 
services on its planned expenditures for the year and on its use 

25 of funds in the previous year. 

27 

29 

31 

3. Deposit of funds. All revenues derived from assessments 
levied against the hospitals described in this section shall be 
geposited with the Treasurer of State in a separate account to be 
known as the Hospital Rate Setting Commission Fund. 

4. ~se of funds. The commission may use the revenues 
33 provided in this section to defray the costs incurred by the 

commission pursuant to this chapter, including salaries, 
35 administrative expenses, data system expenses, consulting fees 

and any other reasonable costs incurred to administer this 
37 chapter. The commission may not use the revenues provided in this 

section to make grants pursuant to section 9006, subsection 5, 
39 unless the allocation of revenues to this purpose has been 

approved in accordance with subsection 2. 
41 

43 

45 

47 

49 

51 

5. Unexpended funds. Except as specified in this section, 
any amount of the funds that is not expended at the end of a 
fiscal year shall not lapse, but shall be carried forward to b~ 
expended for the purposes specified in this section in 
succeeding fiscal years. Any unexpended funds in excess of 7% of 
the total annual assessment authorized in subsection 1 shall, at 
the option of the commission, either be presented to the 
Legislature in accordance with subsection 2 for reallo~ation and 
expenditure for commission purposes or used to reduce the 
hospital assessment in the following fiscal year. 
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1 §90l2. Program audit and evaluation 

3 

5 

1_. __ Sun~~t prQvisions. Tlle commission 
review and te~mination or continuation by 
accordance with Title 3, chapter 23. 

shall be subject to 
the Legislature in 

7 2. Evaluation. In addition to the requirements as to 
_contents of justification reports under Title 3, section 50:LL~he 

9 commission shall include in its report an evaluation of the 
impact of the hospital financing system. established under this 

11 chapter on the quality of hospital care, access to such care and 
the financial stability of hospitals in the State. 

13 
SUBCHAPTER I I 

15 
HEALTH FACILITIES INFORMATION DISCLOSURE 

17 

19 §902l. Uniform systems of reporting generally 

21 1. Establishment. The commission shall, after conSUltation 
with appropriate advisory committees and after holding public 

23 hearings, establish uniform systems. of reporting financial and 
health care information as required under this chapter. 

25 
2. Informgtion required. In addition to any other 

27 requirements applicable to specific categories of health car.e 
facilities, as set forth in section 9022, and in subchapters III 

29 and IV and pursuant to rules adopted by the commission for form, 
medium, content and time for filing, each health care facility 

31 shall file with the commission the following information: 

33 A. Fi~ancial information, including costs of Qperation, 
revenues, assets, liabilities, fund balances, other income, 

35 rates, charges, units of services, wage and salary data and 
such other financial information as the commission deems 

37 necessary for the performance of its duties; 

39 B. Scope of service information, including bed capacity~ 
service provided, special services, ancillary services, 

41 physician profiles in the aggregate by clinical specialti~ 
nursing services and such other scope of service information 

43 as the commission deems necessary for the performance of its 
duties: and 

45 

47 

49 

51 

C. A completed uniform hospital discharge datjL...E.~Q.;( 

comparable information, for each patient discharged from the 
facility after June 30, 1983. 

3. Storage of diSJ~.har~ata. The commissi..Qn mCl-Y, subject 
to section 9006, subsection 6, contract with any entity, 
including an independent data organization, to store diSCharge 
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data filed with the commission. For purposes of this subsection, 
"independent data organization" means an organization of dali 
users, a majority of whose members are neither providers of 
health care, organizations representing providers of health care, 
nor individuals affiliated with those providers or organizations, 
and whose purposes are t:Qe cooperative collection, storage and 
retrieval of health care information. 

9 4. PreviousJy filed discharge data. The commission may 
~irect the transfer to its possession and control of all 

11 discharge data reguired to have been filed with an independent 
data organization pursuant to the Health Facilities Information 

13 Disclosure Act prior to July 1, 1983. In the event that any such 
discharge data have not been filed with an independent data 

15 organization as of the effective date of this chapter, the 
commission shall direct such discharge data to be filed with the 

17 commission. 

19 

21 

23 

25 

27 

29 

31 

33 

35 

37 

39 

41 

43 

45 

5. Previously filed financial data. The commission may 
direct the transfer to its possession and control Qf all 
financial reports and data reguired to have been filed with the 
Health Facilities Cost Review Board or with a voluntary budget 
review organization pursuant to the Health Facilities Information 
Disclosure Act prior to the effective date of this chapter. In 
the event that any such reports or data have not been filed as of 
the effective date of this chapter, the commission shall direct 
such reports or data to be filed with the commission. The 
commission may reguire the filing of financial reports and data 
which, during the period from July 1, 1983, to the effective date 
pf this chapter, would have been reguired to be filed pursuant to 
the board's regulations in effect on June 30, 1983, had the 
Heal th Facilities Information Disclosure Act not been repealed 
effective July 1, 1983. Except for such reports and data as have 
been made available to the Health Facilities Cost Review Board 
prior to July 1, 1983, the commission shall compensate any 
voluntary budget review organization for the reasonable costs 
incurred in transferring reports and data, provided that the 
voluntary budget review organization shall cooperate to the 
fullest extent possible in minimizing the costs incurred. 

6. Consideration of other systems. To the extent feasible, 
the commission in establishing uniform systems shall take into 
account the data requirements of relevant programs and the 
reporting systems previously established by the Health Facilities 
Cost Review Board. 

47 7. More than Q;ue licensed health faci Ii ty operated. Where 
more than one licensed health facility is operated by the 

49 reporting organization, the information required by this chapter 
shall be reported for each health facility separately. 

51 
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33 
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47 

49 

51 

/-

U 

lL-__ CertiJicati.o.p~~Wred. The commission may require 
certification of such financial reports as it may specify and may 
require attestation as to these statements from responsible 
officials of the facility that these reports have to the best of 
their knowledge and belief been prepared in accordance with the 
requirements of the commission. 

.2.~erificat.ion. l.f a further investi9.9-tion is considere.g 
necessary or desirable to verify the accuracy of information in 
reports made by health care facilities under this chapter, the 
commission may examine further any records and accounts as the 
commission may by regulation provide. As part of the examination~ 
the commission may conduct a full or partial audit of all such 
records and accounts. 

10. Filing schedules. The information and data required 
pursuant to this chapter shall be filed on an annual basis _or 
more freguently as specified by the commission. The commission 
shall establish the effective date for compliance with the 
required uniform systems. 

§9022. Hospital reporting; additional requirements 

1. Fiscal years. Hospital fiscal years shall be as follows. 

A. Unless otherwise approved by the commission, the fis~al 

year of each hospital subject to this chapter shall be the 
fiscal year on which it operated as of May 1, 1983. The 
commission shall approve the conversion to a fiscal year 
commencing October 1st for those hospitals whose fiscal 
years, as of May 1, 1983, begin between August 1st and 
September 19th, provided that the conversion is made prior 
to July 1, 1984. 

B. For purposes of this 
commences between September 
deemed to be a fiscal year 
same calendar year. 

chapter, a fiscal y~ar which 
20th and September 30th shall be 

commencing October 1st of the 

2. Hospital reporting. The commissio~ shall, after 
consultation with appropriate agvisory committees and after 
public hearing, direct hospitals to use a uniform system of 
financial reporting. Subject to the requirements of section 9021, 
subsection 6, this system shall include such cost allocation and 
revenue allocation methods as the commission may prescribe for 
use in reporting revenues, expenses, other income and other 
outlays, assets, liabilities and units of service. 

3. Modification of systems. The commission may modify the 
financial and clinical reporting systems to allow for differences 
in the scope or type of services and in financial structure among 
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1 the various sizes, categories or types of hospitals subject to 
this chapter. 

3 ( 
4. Medical record abstract data. In addition to the 

5 i~formation required to be filed under section 9021 and pursuant 
to rules adopted by the commission for form, medium, content and 

7 time of filing, each hospital shall file with the commission such 
medical record abstract data as the commission may prescribe. 

9 
5. Merged data. The commission may require the discharge 

11 data submitted pursuant to section 9021, subsection 2, and any 
medical record abstract data required pursuant to subsection 4, 

13 to be merged with associated billing data. 

15 6. Authority to obtain information. Nothing in this 
subchapter may be construed to limit the commission's authority 

17 to obtain information from hospitals which it deems necessary to 
carry out its duties under subchapter III. 

19 

21 

23 

25 

27 

29 

SUBCHAPTER III 

HOSPITAL RATE SETTING SYSTEM 

§9031. Establishment of revenue limits and apportionment 
methods 

1. Authority. The commission may establish and approve 
revenue limits and apportionment methods for individual hospitals. 

2. Criteria. Subject to more specific provisions con~~in~Q 

31 in this subchapter, the revenue limits and apportionment methods 
established by the commission shall assure that: 

33 

35 

37 

39 

41 

43 

A. The financial requirem§nts of a hospital are reasonably 
related to its total services; 

B. A hospital's patient service revenues are reasonably 
related to its financial requirements; and 

C. Rates are set equitably among all payors, purchasers or 
classes of purchasers of health care services without undue 
discrimination or preference. 

3. Average rev~nue per case payment system. The commission 
45 shall establish an average revenue per case payment system. 

47 The per case system shall have 2 components. 

49 A. The commission shall establish and approve limits on the 
average revenue per case mix adjusted admission. 

51 
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33 

35 

37 

39 

41 

43 

45 

47 

49 

51 

C) 

B. The commission shall regulate outpatient services by 
setting the rate per unit of service by department. 

4. Total revenue system. The commission shall establish a 
total revenue system which may be chosen by hospitals which are 
in rel.atively self-contpined catchment areas, are not in direct 
competition with other hospitals, and which meet certain criteria 
developed by the commission. 

Criteria shall include, but not be limited to: 

A. Distance of the Dospital in miles and travel time from 
the nearest other hospital; and 

B. Utilization at existing hospital services by patients 
within the catchment area. 

J'JJ.e commission shall establish the total gross patient service 
revenue limit for inpatient and outpatient services for hospitals 
which apply for this system, and which meet the established 
criteria. 

5. Excess charges prphibited. No hospital may charge for 
services at rates that are inconsistent with the revenue limits 
approved by the commission. 

6. Cro!?s-subsidies. Cross-subsidization between inpatient 
and outpatient services and among outpatient services for 
hospitals regulated under the per case and total revenue systems 
shall be permitted based on historical levels of 
cross-subsidization. In the case of hospitals participating in 
the total revenue system, the commission shall approve 
cross-subsidies necessary to render effective and efficient 
service in the public interest consistent with payor equity. 

7. Unique hospitals. The commission shall provide 
alternative regulatory options for ho~pitals defined by the 
commission as being unique within the Maine health care system. 
Unique hospitals may include, but are not limited to, psychiatric 
and rehabilitation hospitals. 

8. Return on investment. The revenue limits established by 
the commission under this chapter shall, in the case of a 
proprietary, for-profit hospital, be established in a manner that 
provides a reasonable opportunity for the hospital to earn an 
amount that will provide a fair return to owners based on their 
investment in hospital resources. 

§9032. D.~:e.i~.,j.tion of elements of base year financial 
requirements 
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1 The commission shall define by regulation the elements of 

3 

5 

7 

9 

11 

13 

15 

17 

19 

21 

23 

25 

27 

29 

31 

33 

base year financial requirements of hospitals. 

1. Medicare costs. These elements shall consist of acute 
p-atient care related costs exclusive of capital costs and shall 
include those salaries and wages, fringe benefits, contracted 
services, supplies and other noncapital expenses which are 
defined as allowable costs under the Medicare program established 
pursuant to the United States Social Security Act, Title XVIII, 
including such offsets of operating revenues as prescribed by 
Medicare regulations. 

2. Other costs. In addition, the following costs shall be 
included: 

A. Costs associated with community education programs; 

B. Costs associated with the recruitment of 
nonhospital-based physicians; 

C. CompensatJon p9-id to 
services to the extent that 
a hospital's trial balance 
Medicare cost report; and 

physicians for professional 
such compensation is included on 
of expenses as reported in its 

D. Such other costs, exclusive of development actiyity 
costs, as the commission may deem necessary and appropriate. 

All costs shall ~e offset by operating revenues as prescribed by 
Medicare regulations. 

§9033. Compu£ation of base year financial requirements 

1. Base year. The base year for each hospital shall be its 
35 most recent fiscal year ending on or before June 30, 1984, for 

which there is a budget which was ~pproved prior to July 1, 1983, 
37 by a voluntary budget review organization. In the event that a 

hospital failed to secure, prior to July 1, 1983, the approval by 
39 a VOluntary budget review organization of its budget for its mo~t 

recent fiscal year ending on or before June 30, 1984, the base 
41 year for the hospital shall be its most recent fiscal year ending 

on or before June 30, 1983. 
43 

45 

47 

49 

51 

2. Computation. The commission shall compute base year 
financial requirements for each hospital subject to this chapter 
which was in operation on December 31, 1982, as follows. 

A. In computing base yepr financial requirements for each 
hospital whose base year is its most recent fiscal year 
,!;lnding on or before June 3D, 1984, the commission shall 
adjust. or require to be adjusted, the budget approved by 
the voluntary budget review organization to conform to the 
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21 
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25 

27 

29 

31 

33 

definition of base year financial reguirements establishe£l 
in accordance with section 9032. The commission shall mak~ 
appropriate adjustments to the base year financial 
reguirements to reflect increases or decreases in financial 
~uirements occurring between the base year and the 
commencement of the hospital's first payment year resulting 
from the factors specified in section 9035,· subsections 1, 
3, 5, 9, 10 and subsection 11, paragraph B, provided that 
.Q.~te of increase, on a per case basis, from the base 
year to the commencem_ent of the hospital's first payment 
year, shall not exce~d the rate of increase for inpatient 
hospital costs allowed under the Tax Eguity and Fiscal 
Responsibility Act of 1982. 

B. In computing base year financial reguirements for each 
pospital whose base year is its most recent fisc;;al year 
ending on or before June 30, 1983, the commission shgll 
adjust, or reguire to be adjusted, the hospital's audited 
Medicare cost report to conform to t!:le definition of base 
year financial reguirements established in accordg.nce with 
section 9032. The commission shall make appropriate 
adjustments to the base year financial reguirements to 
reflect increases or decreases in financial reguirements 
occurring between the base year and the commencement of the 
hospital's first payment year resulting from the factors 
specified in section 9035, subsections 1, 3, 5, 9, 10 and 
subsection 11, paragraph B, provided that any rate of 
increase, on a per case basis, from the base year to the 
commencement of the hospital's first payment year, shall not 
exceed the rate of increase for inpatient hosQital costs 
allowed under the Tax Eguity and Fiscal Responsibility Act 
of 1982. 

3. New hospitals. The commission shall establjsh, by 
35 regulation, a methodology for computing base year financial 

requirements for hospitals subject to this chapter which commence 
37 operations on or after January 1, 1983. This methodology may 

include reasonable limits based on the costs approved pursuant to 
39 the Maine Certificate of Need Act. 

41 §9034. Computation of payment year financial requirements 

43 The commission shall determine the payment year financial 

45 

47 

49 

51 

reguirements of each hospital as follows. 

1. Payment 
9022, subsection 
coincide with its 
hospital shall be 
October 1, 1984. 

years. Subject to the provisions of section 
1, payment years of each hospital shall 

fiscal years and the first payment year of each 
its first fiscal year commencing on or after 
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2. First year. The payment year financial req~~rements for 
each hospital for the first payment year shall be the base year 
financial requirements computed in accordance with ~Lt;lction 9033 
and adjusted by the commission in accordance with section 9035. 

3. Subsequent y~q..rs. The payment year financial 
7 ~uirements for each hospital for the 2nd payment year and each 

su»-_~~§nt payment year shall be the payment year fin~nciQl 

9 requirements determined for the immediately preceding payment 
year adjusted by the commission in accordance with section 9035. 

11 
§9035. Adjustments to financial requirements 

13 
T4e commission shall establish, by regQlation, methodologies 

15 ~p~lL~ocedures for consideration and inclusion of the adjustments 
to hospital financial requirements set forth in this section. In 

17 addition to providing for the submission of information required 
by the commission, these regulations shall address the manner in 

19 which hospitals will be afforded an opport~nity to subm~t 

information they wish to be considered in determining adjustments 
21 under this section. 

23 

25 

27 

29 

31 

33 

35 

37 

39 

41 

43 

45 

1. Economic trend factor. In determining payment year 
financial requirements, the commission shall include an 
adjustment for the projected impact of inflation on the prices 
paid by hospitals for the goods and services required to provide 
patient care. In order to measure and project the impact of 
inflation, the commission shall establish and use the following 
data: 

A. Homogeneous classifications of hospital costs for goods 
and services and of capital costs, which shall be called 
"cost components;" 

B. Estimates or determinations of the proportion of 
hospital costs in each cost component; and 

.",C,-,._-=I""d""e..,n",-t!=!:.l=f.=i""c.."a"-,t"",l,,,,· o""-"-,n,---,o~r--,d",e",-v-"-"e-=l",,o!.,tP#m!.!Ce,,,-n~t,---,o,,,-=f-Jpl;!.r~Qx i e s whi ch me as ure 
the reasonable increase in prices, by cost component, which 
the hospitals would be expected to pay for goods and 
services. 

It may also consider the discrepancies, if any, between the 
projected and actual inflation experience of noncompensation 
proxies in preceding payment years. 

47 The commission may, from time to time during the course of a 
payment year, in accordance with duly promulgated regulati.on~ 

49 make further adjustments in the event it obtains substantial 
evidence that its initial projections for the current payment 

51 year will be in error. 
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) 
c./ 

2. Variable adjustment f~ctor. The commission shall add a 
factor in the range of one to 1.75Qb to the economic trend factor 
established in subsection 1. This factor shall reflect the 
following: 

A. Changes in technology not covered by certificate of need 
projects, including changes in drugs and supplies; 

B. Changes in medical practice; 

C. Increased severity of illness not accounted for by the 
case mix system and the aging of the population; and 

D. Other ch9nges specified by the comm.ission that are 
expected to affect a substantial number of Maine hospitals. 

3. Case mix. Adjustments may be made for changes in case 
mix as follows. 

A. In determining payment year financial requirements, the 
commission shall include an adjustment for the projected 
impact on the hospital's financial requirements of changes 
in the acuity of illness of the hospital's patients. 

In order to measure and project the impact of changes in 
acuity, the commission shall establish and use the following 
data: 

(1) Classifications of hospital patient admissions, 
called "patient classification," which are medicall'y 
meaningful and which have relatively similar resource 
requirements for their treatment; 

(2) Estimates or determinations of the averag~ti§nt 
care costs of treating patients, including nur.sing 
costs, in each patient classification, which costs 
shall not include any costs which are fixed or largely 
independent of the volume of services provided; and 

(3) Measurements of the reasonable impact on each 
hospital's costs of changes in the distribution of the 
hospital's patients over the patient classifications. 

=I~t~~m~a;y~~a==l~s~o~~c~o~n.sid~r discrepancies, 
projected and actual changes in case 
payment years. 

if 
mix 

any, bet~een the 
in the preceding 

B. The commission may from time to time dur ing the course 
of a payment year, in accordance with duly promulgated 
regulations, make further adjustments, on an interim or 
final basis, in the event of discrepancies, if any, between 
projected and actual case mix changes in the preceding 
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pp~t years or in the event it obtains 
evidence that its initial projections for 
payment year will be in error. In making 
adjustments, the commission shall consider the 
and circumstances of small hospitals. 

substantial 
the current 

such further 
special needs 

7 The commission shall consider changes in case mix for hospitals 
regulated under the per case system and shall make prospective 

9 adjustments in years subse!;Luent to the first payment year in 
which the hospital is subject to the per case system, using a 

11 marginal cost factor in the range of 80% to 100%. 

13 4. FaGi1ities and equipment. In determining payment year 
financial requirements, the commission shall include an allowance 

15 for the cost of facilities and equipment. 

17 

19 

21 

23 

25 

27 

29 

31 

33 

35 

37 

39 

41 

43 

45 

47 

A. An allowance for the cost of facilities and fixed 
equipment shall include: 

(1) Allowances for straight line depreciation and 
interest expense, less interest income on debt service 
reserve funds available to the hospital. 

In determining payment year financial requirements, the 
commission shall include an adjustment in the allowance for 
facilities and fixed equipment to reflect chang§s in 
interest expense and to reflect any new increases or 
decreases in capital costs which result from the 
acquisition, replacement or disposition of facilities or 
fixed equipment and which are not related to projects for 
which an adjustment is required to be made under subsection 
5. Any positive adjustments made to reflect such increases 
in capital costs shall not be effective until the facilities 
or fixed equipment have been put into use and the associated 
expenses would be eligible for reimbursement under the 
Medicare program. 

B. An allowance for the cost of movable equipment shall be 
calculated on the basis of straight line depreciation and 
interest expense consistent with paragraph A. 

C. Hospitals shall fund depreciation and use their funded 
depreciation as a first source of funds for payment for 
capital projects, proportional to the ratio between the 
capital cost of the new project and the gross book value of 
the hospital assets. 

5. Vol~e. Changes in a hospital's volume of services shall 
49 be considered as follows. 

51 A. In determining payment year financial requirement~hg 
commission shall consider the reasonable expected impact on 
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the hospital's financial requirements of changes in the 
volume of services required to be provided by the hospital. 

B. In order to measur_e the impact of c.hange..~in the volume 
of service on hospital's costs, the commission shall 
establish schedules w_hich shall be completed and submitted 
by each hospital and which shall include: 

i~Classific~tions of the services which shall be 
us'ed to measure volwne changes; 

(2) Statistical units of measure for each service 
classification; and 

0) Specified percentages of the variab.1e costs of 
each center to be added to or subtracted from the 
approved reve:g.ues of the center as a result of 
specified changes in volume. 

These schedules shall be developed in such a manner as to 
introduce financial incentives for the efficient and 
effective delivery of services and to give due consideration 
to the special needs and circumstances of small hospitals. 

C. The commission may, for hospitals regulated under thtl 
total revenue system, from time to time during the course of 
iL-..Payment year, in accordance with duly promulgated 
regulations, make such further adjustments as may be 
necessary in the event of discrepancies, if any, between 
,Q.£Qjected and actual volume changes in preceding payment 
years or in the event it obtains substantial evidence that 
its initial projections for the current payment year will be 
in error. In making such further adjustments, the 
commission shall consider the special needs and 
circumstances of small hospitals. 

D. The commi~sion shall consider changes in volume of 
services for hospitals regulated according to the per case 
system and shall make prospective volume adjustments in 
years subsequent to the first payment year in which the 
hospital is subject to the per case system using a marginal 
cost factor in the range of 80% to 100%. 

6. Certificate of ne~d projects. Ad~~tme:g.ts to financiql 
.I.Silluirements for the impact on a hospital's costs of prQ.js!cts 
.QJ2Proved by the department pursuant to the Maine Certificate of 
Need Act shall be determined as follows. 

A. E:ccept as provided in paragraph C, in g.ru:.J;)_Lmin.ing 
payment year financial requirements, the commission shall 
~nclude an adj~stment to reflect anY--net increases or 
decreases in the hospital's costs resulting from projects 
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that have been approved by the department in accorqance with 
the Maine Certificate of Need Act and that otherwise meet 
the requirements of section 9042, subsection 2, paragraph B, 
or subsection 3, paragraph C. These adjustments may be made 
subsequent to the commencement of a fiscal year and shall 
take effect on the date that expenses associated with the 
project would be eligible for reimbursement under the 
Medicare program. 

B. In determining payment year financial requirement,.§, the 
commission shall include an adjustment to reflect any net 
increases or decreases in the hospital's costs resulting 
from projects approved by the department pursuant to the 
Maine Certificate of Need Act prior to the effective date of 
this chapter, but not reflected in the base year financial 
requirements; provided that any approved costs shall be 
adjusted to be consistent with the definition of those costs 
established under subsection 4 and section 9032. An 
adjustment under this paragraph shall not be effective prior 
to the d~te on which the expenses associated with the 
BPproved project would be eligible for reimbursement under 
the Medicare program. 

C. In determining payment year financial requirements, if a 
project approved in accordance with the Maine Certificate of 
Need Act and section 9042 subsequent to October L 1985, 
involves an activity specified in subsection 10, the 
commission may elect to determine an adjustment to reflect 
iill.Y-Jlet decrease resulting from that project in a manner 
consistent with its determination of adjustments under 
subsection 10. 

33 7. Other projects. The commission may make adjustments ~or 
the costs associated with projects whigh would have been subject 

35 to certificate of need review immediately prior to October L 
1989, and which are proposed by hospitals regulated according to 

37 the total revenue system and are not longer subject to 
certificate of need review under the Maine Certificate of Need 

39 Act. 

41 8. Standard component. The commission shall establish a 
standard component in establishing revenue limits in accordance 

43 with section 9031, to be phased in in equal installments over a 
5-year period beginning no sooner than October 1, 1990. The 

45 standard may not exceed 50°" of the payment at the end of the 
phase-in period, and shall include operating costs and the costs 

47 of movable equipment, but shall exclude costs associated with 
buildings and fixed equipment. 

49 
The cQmmission may modify or waive the standard component for a 

51 hospital regulated under the total revenue system as established 
under section 9031, subsection 4, if the hospital would be 
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~ubs_t_antiallL-disadvan.t_~by the incorporation ___ QJ a standard, 
and could not avoid this disadvantage by management action. 

9. Working capita~n~eterJT1ining payment year financial 
requirements, the commission s~all include an adjustment to 
provide for fiDancing reasonable increases in the hospital's 
accounts receivable, netQ_f accounts payable and whatever 
additional working capital provisions the commission deems 
appropriate. The commission may, from time to time during the 
course of a -P9yment year, make such further adj ustments with 
respect to working capital as may be necessary. 

lQ. ChanIDL-..i~_rvices. In determinin..g payment year 
financial requirements, the commission may include an offsetting 
adjustment to reflect the impact on the hospital's financial 
requirements of: 

A. The termination or significant reduction of health 
services provided by the hospital; 

B. The t~ansfer or assignment to another entity of 
functions performed by the hospital; 

C. A merger or consolidation with another hospital; or 

D. A hospital restructuring, as defined pursuant to section 
9043. 

Any adjustment under this subseQtion should be calculated in suc~ 
a manner as not to unreasonably discourage more efficient and 
effective delivery of services. 

11. Other adjustments. Other adjustments are determined as 
follows. 

A. In determining payment year financial requirements, the 
commission may include a positive adjustment for the support 
of improvements in medical care management and information 
systems. 

B. New regulatory costs are determined as follows. 

(1) In determining payment year financial 
requirements, the commission shall include an 
adjustment to reflect the difference between the 
assessment for the fiscal year imposed pursuant to 
section 9011 and the total amount of dues and fees paid 
to a voluntary budget review organization in the 
hospital's base year. 

(2) In determining financial requirem~nts, thg 
commission may include a positive adjustment to reflect 
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the reasonable impact, if any, on a hospital's costs 
which is proven to have resulted from a hospital's 
conversion to a different fiscal year which has been 
approved pursuant to section 9022, provided that, in 
the case of a conversion to an October 1st fiscal year 
which the commission is required to approve pursuant ~Q 
section 9022, supsection 1, the commission shall 
include an appropriate adjustment. 

(3) In determining payment year financial 
requirements, the commission shall include an 
adjustment to reflect the impact, if any, on a 
hospital's costs of changes in hospital reporting 
requirements imposed by the commission. 

c. In determining payment year financial requirements, the 
commission shall include an adjustment to reflect the 
reasonable costs, including reasonable attorneys' fees, 
incurred by a hospital to prosecute an appeal of a 
commission decision pursuant to section 9061, subsection 4, 
provided that the adjustment shall reflect only those 
reasonable costs that are associated with the issues on 
which the hospital has prevailed in court, including costs 
associated with presenting those issues to the commission in 
the case from which the appeal was taken. The commission 
shall make an adjustment under this paragraph only to the 
extent that the costs found to be reasonable are not 
otherwise included in financial requirements. 

D. Until August 4, 1~9l, in determining p~ent-year 

financial requirements, the commission shall include an 
adjustment to reflect the actual costs of the hospital's 
participation in the Health Occupations Training Project, 
Title 26, chapter 31. These costs shall be limited __ t.Q 
actual payments made to lenders under the program. The 
commission shall make an adjustment under this paragraph 
only to the extent the costs found to be reasonable are not 
otherwise included in financial requirements. 

E. Beginning August 4, 1991, in determining 
financial requirements, the commission shall 
adjustment for the hospital's assessment by 
High-Risk Insurance Organization pursuant to 
section 6052, subsection 2. 

payment-year 
include an 
the Maine 

Title 24-A, 

F. In determining payment year financial requirememts, the 
commission shall include an adjustment for the hospital's 
assessment under Title 36, section 2801. 

12 • Base-year budget adj us tm""""e""n~t,-,.,---=I,-"n~-"d""e,-,t",e",-",-r ..... m,-"i"-,n,,,,l=-· ..,ne;:gL--=.f-=io..±n..,a",n"""c.",i""ao.=.l 
requirements for the 3rd payment year, or any subsequent payment 
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year,. the commission upon application of a hospi tal, m_ay elect to 
make a base-year budget correction adjustment as follows: 

A. An adj1H,_tment u:Qder this subsection shall be based upon 
a determination of the excess of: 

ill The applicant .. hospital's actual audited Medicare 
.9.l10wable costs for its base year ~usted to conform 
to _the definition of base-year financial requirements 
established in accordance with section 9032; and 

(2) Its base-year financial requirements determined in 
accordance with section 9033. 

B. In d~.termining._j:he amount of .the excess upon which an 
adjustment may be based, the commission: 

~(~l~)~_S~h~a~l~l~ __ c~o~n~s~i~d~e~r~ __ ~t~h~e~~e~x~t~e~n~t~ __ t~o __ ~w~h~~~·c~h~ __ ~o~ther 
adjustments have been maq=e~~u=n=d==e~r __ ~t=h==i=s __ ~s~e~c==t=i~o=n~~f~o==r 
changes that occurred during the base year; and 

(2) Shall adjust the amount determined under paragraph 
A to reflect the impact, determined by means of the 
economic trend factor established in accordance with 
subsection 1, of inflation from the base year through 
the payment year prior to the year for which an 
adjustment has been requested. 

c. The commission shall make an adjustment for all or part 
of the excess determined in accordance with paragraphs A and 
B, to the extent that the commission finds that the 
adjustment is in the public interest. In deter~ining 

whether the adjustment is in the public interest and, if so, 
in what amount the adjustment shall be made, the commission 
shall consider the following factors, as well as any other 
factors pertinent to the findings and purposes set forth in 
section 9001: 

(1) The hospital's justification for exceeding its 
budget as approved by the voluntary budget review 
organization; 

(2) The hospital's costs, volume and intensity of 
services as compared to other comparable hospitals; 

(3) The hardship to the hospital in the absence of 
treatment under this section; and 

(4) The impact on quality and accessibility to health 
care. 
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D. No hospital may receive more than one adjustment under 
this subsection, nor shall any hospital be eligible for 
such an adjustmen.t if the commission, after hearing t has 
made a final decision denying the adjustment. An adjustment 
under this subsection shall become part of payment year 
financial requirements for purposes of computing subsequent 
payment year requirements pursuant to section 9034. 

9 l~~neral considerations. General considerations shall be 

11 

13 

15 

determined as follows. 

A. In its consideration of the factors enumerated in this 
section, the commission shall take into account the special 
needs and circumstances of small hospitals. 

B. In its consideration of the factors enumerated in this 
17 section, the commission shall direct its professional staff 

to develop a data base and a series of analytical techniques 
19 to facilitate this consideration and to enhance the 

predictability and financial stability of hospital financing 
21 in the State. 

23 14. Nature and effect of adjustments. The nature and effect 

25 

27 

29 

31 

33 

35 

37 

39 

of adjustments shall be determined as follows. 

A. Unless otherwise specified, adjustments may be positive 
or negative adjustments. 

B. Adjustments made for a payment year for working capital, 
management s~pport and those new regulatory costs specified 
in subsection 11, paragraph B t subparagraphs (1) and (2), 

shall not be considered part of base year or payment year 
financial requirements for purposes of computing payment 
year financial requirements pursuant to section 9034 for a 
subsequent payment year. The commission may determine from 
the nature of the exception adjusted or in subsection 15, 
whether that adjustment is to be included in payment year 
financial requirements for purposes of computing financial 
requirements for a subsequent payment year. 

41 15. Exception requests. The commission shall establish a 
mechanism whereby a hospital may request adjustments to its 

43 financial requirements to accommodate increases in expenses which 
it believes have not been adequately accommodated in the 

45 adjustments in this section. 

47 The commission may reduce the proposed or established revenue 
limits if it deems that the total financial requirements of a 

49 hospital which has filed an exception request are unreasonable. 

51 Exception requests shall be limited .to one or more maj_or items 
having a reasonable net impact on financial requirements of at 
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least 1.5% of the previous years's financial requirements 
£dju~ted for eco~omic trends according to subsections 1 and 2 or 
$1,000,000, whichever is less, and whicp are not adequately taken 
into account in the factors and formulas used to develop the 
rates. The commission may establish reasonable limits on the 
number of items that may be accumulated to reach this threshold. 

§9036. Application of available resources: reporting requirements 

1. Criteria established. The commission shall establish 
criteria governing the application of a hospital's available 
financial resources to satisfy its financial requirements 
consistent with the following provisions. 

A. Except as provided in paragrapps C and D, restricted anq 
unrestricted gifts, grants, devises or income from 
investment thereof shall not be considered available 
resources. 

B. Except as provided in paragraph E, accumulated income 
from operations and income from investment thereof shall not 
be considered available resources. 

C. Gifts and grants from federal, state and local 
governmental agencies shall be considered available 
resources. 

D. Donor restricted gifts, grants, devises or restricted 
income from investment thereof shall be considered available 
resources only to the extent these funds are applied to the 
use for which they were donated, except that the purchase of 
movable equipment with any such funds in years following the 
completion of a hospital's base year shall not operate to 
reduce the allowance for facilities and equipment otherwise 
determined under section 9035, subsection 4. 

E. Accumulated income from operations and incom~ from 
investment thereof shall be offset against financial 
requirements in the first payment year to the extent such 
income resulted from a hospital exceeding, for its base year 
and the periOd between its base year and the commencement of 
its first payment year, combined, the following limits: 

(1) For a hospital whose base year is its most recent 
fiscal year ending prior to July 1, 1984, the amount of 
its budgeted operating margin for the base year, as set 
forth in its approved base year budget, mUltiplied by 
the sum of one and a fraction of which the denominator 
is 12 and the numerator is the number of months which 
elapse between the base year and the commencement of 
its first payment year; or 
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(2) For a hospital whose base year is its most recent 
fiscal year ending prior to July 1, 1983, 2°-'0 of its 
expenses allowed under the Medicare program in its base 
year times the sum of one and a fraction of which the 
denominator is 12 and the numerator is the number of 
months which elapse between the base year and the 
commencement of its first payment year. 

F. Financial reso,urces of affiliated interests, as defined 
in section 9043, shall be considered as resources available 
to a hospital to the extent specified in section 9043. 

13 G. Available financial resources shall not include real 
estate, facilities, equipment, inventory or tangible 

15 £ersonal property, except to the extent that the resources 
otherwise available pursuant to paragraphs A to F have been 

17 converted into such property. 

19 2. Re£QJtin~ach hospital shall file, on an annual l:!.g.sis 
and in accordance with regulations duly promulgated by the 

21 commission, the following information: 

23 

25 

27 

29 

31 

33 

A. The source and amount of all gifts, grants, devises and 
income from investments: and 

B. The amount of 
investments expended 
were expended. 

funds from gifts, 
and the purposes 

grants, devises and 
for which such funds 

NQ.t.2lJthst._CIDdin9:-the provlsl0ns of §ection 9007, the COl!l!!!.i.ssion 
shall not publicly disclose the individual identity of sources of 
gifts and grants. 

3. F.i,nancin9._,!;ertain -I!!;:Qj~ct..s_. NothJ_Ug in_thiL.Q...~ctl.Q1L __ or 
35 in section 9043 may be construed to limit any authority the 

department may have to require the use of any gifts, gran~ 
37 gevises or income from investments, to finance projects subject 

to the Maine Certificate of Need Act. 
39 

§9037. Revenue deductions 
41 

In establishi~venue limits for an individual hospital, 
43 the commission shall make provision for the revenue deductions 

determined in accordance with subsections 1 to 3, offset as 
45 approprigj:e by any distributions that the hospital will receive 

in the same payment year from the fund established in subsection 
47 .i.... 

49 1. Chari~are. The commission shall make provision for 
a reasonable amount of revenue deduction attributable to charity 

51 care. For purposes of this section, the amount of revenue 
deduction attributable to charity care shall be defined as the 
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amount of revenue, net of recoveries, which is expected to be 
written off as a result of a determination that the patient is 
unable to pay for the hospital services received, provided that 
the hospital's determination is made pursuant to a policy which 
was adopted by the hospital and filed with the commission and 
which is consistent with reasonable guidelines established~h~ 
commission in accordance with this section. ~he commission sha~l 
JiQQJ;!t income guidelines which are consistent with the current 
guidelines of the Hill-Burton Program, at 42 Code of Federal 
Regulations, Section 124.506, as revised as of October 1, 1986. 
The guidelines and policies shall include the requirement that 
upon admission, or in cases of emergency admission, before 
discharge of a patient, hospitals shall investigate the coverage 
of th~tient by any insurance or state or federal progrruns of 
medical assistance. If the hospital's services to the patients 
are not covered by insurance or a medical assistance program apd 
the patient meets the financial guidelines established by the 
commission, the services shall be provided as charitable care. 
This section shall not prevent a hospital from establishing a 
policy of charitable care which includes services not included in 
this subsection, if permitted by the commission's guidelines. In 
no event may hospital services to a person who meets the 
financial eligibility guidelines, adopted pursuant to this 
section, be billed to the patient or to a municipality. 

2. Bad debts. The commispion shall make provision for a 
reasonable amount of revenue deduction attributable to bad debts. 
For purposes of this section, bad debts shall be defined as the 
amount of revenue deduction, net of recoveries, which is expected 
to be attributable to patients who, after reasonable collection 
efforts, are determined to have uncollectible accounts, provided 
that the hospital's determination is made pursuant to a pOlicy 
which was adopted by the hospital and filed with the commission 
and which is consistent with reasonable guidelines established by 
the commission. 

3. Di(ferentials. The cQmmission shall provide for revenue 
deductions which reflect differentials established and approved 
pursuant to section 9038. 

~n<~omp!,!nsated care fund. The commission shall establi:::;h 
and administer a fund called the Hospital Uncompensated Care Fund 
from which it will disburse amounts to hospitals most affecte~ 
bad debts, charity care and shortfalls in governmental payments 
relative to the financial requirements of the hospitals. 

The commission shall develop standards for 
the funds to individual hospitals which 
following factors: 

the distribution of 
shall consider the 

A. The impact of the proportion of Medicare and Medicaid 
payments; 
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B. The special disadvantages of the Medicare payment system 
for rural hospitals; 

C. The proportion of charges to nonpaying patients; 

D. The efficiency of the hospital; and 

E. The financial distress of the hospital and the plan of 
the hospital to relieve that distress. 

The Hospital Uncompensated Care Fund shall be funded by any 
13 appropriation the Legislature may make or an assessment 

authorized by the commission not to exceed .75°" of net patient 
15 service revenues annually or both. Any unexpended funds 

appropriated by the Legislature to carry out the purposes of this 
17 program shall not 19pse, but shall be carried forward for 

continued use in the program. 
19 

§9038. Differentials 
21 

1. Interim differentials. For each hospital's payment year 
23 commencing between October 1, 1984, and September 19, 1985, 

differentials may only be approved as follows. 
25 

27 

29 

31 

33 

35 
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51 

A. Any . non:grofit hos:gita1 and medical service corporation 
receiving a differential from hospital charges as of the 
effective date of this chapter shall be entitled to a 
statewide differential egua1 to 9°" . 

B. The department shall be entitled to a statewide 
differential egua1 to 75% of the audited averagg 
differential in effect on July 1, 1982, with respect to 
payments under the United States Social Security Act, Tit1.e.§. 
V and XIX, unless a greater differential is necessary for 
the department to remain in cQmp1iance with the reguirements 
of the United States Social Security Act. 

C. Any other 3rd-party payors or :gurchasers who make promp~ 
:gayments, as defined by the commission by regulation, shall 
be entitled to a differential, the value of which shall be 
related to the time value of money as determined by the 
commission, or such other differential as may be granted by 
a hospital pursuant to a :golicy which was in effect on May 
1, 1983. 

2. Establishment of methodQl~o~gy~~. __ ~T~h~e~ __ ~f~a~c~t~o~r~s~~a~n~d 
methodology for determining differentials for payment years 
commencing on and after October 1, 1985, shall be established by 
the commission as follows. 
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A. After review and consideration of studies conducted or 
submitted pursuant to paragraph B, the commission shall 
establish by regulation factors and methods to be used in 
computing a statewide differential no later than April l, 
1985. The differential shall be allowed for only those 
activities and programs provided or conducted by payors 
which result in quantifiable savings to the hospitals or 
reductions in the payments of other payors. This 
differential shall reflect only the cost savings to 
hospitals, rather than the cost to the payors of 
implementing these activities and programs. Each component 
utilized in determining the differential shall be 
individually quantified so that the differential shall equal 
the total of the values assigned to each component. 

B. In establishing the factors and methods for determining 
the differentiaL the commission may conduct its own study 
or rely upon studies conducted by other persons as provided 
in this section. 

(1) Th~ commission may institute a study of objective 
methods of computing a statewide differential, 
including a review and determination of the relevant 
and justifiable economic factors which can be 
considered in setting a differential. All hospitals and 
all payors shall cooperate fully with the commission in 
the conduct of the study and shall provide any data or 
other information which the commission may reasonably 
request. In the event that the commission requires the 
disclosure by a payor of privileged or confidential 
commercial or financial information, this information 
shall be exempt from public disclosure. 

(2) The nonprofit hospital and medical service 
corporations and the companies authorized to sell 
accident and health insurance under Title 24-A shall 
each, collectively, have the option of conducting a 
study of the differential issue or of contracting with 
a person or entity to' conduct such a study. All such 
studies shall be completed by November 1, 1984. During 
the course of these studies, each hospital subject to 
this chapter shall cooperate fully with the persons or 
entities conducting these studies in providing any data 
or other information these persons or entities may 
reasonably request. 

c. The commission shall review and modify, as appropriate, 
the working capital component of the differential on an 
annual basis and all other components on at least a 
triennial basis. 
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1 3. Approval of differen~ials. For payment years commencing 
on and after October 1, 1985, differentials may be approved in 

3 accordance with the following provisions. 

5 A. Any 3rd-party payor or purchaser may apply to the 
commission for a reduction in the payments it would 

7 otherwise be required to make and the commission shall grant 
a reduction in payments commensurate ,,,ith one or more 

9 components of the differential on a prospective basis if it 
finds: 

11 

13 

15 

17 

19 

21 

23 

25 

27 

29 

( 1) That the applicant has 
programs which, pursuant to 
qualify for a reduction; or 

implemented aGtivities or 
the commission's rules, 

(2) That the applicant is willing and able to 
implement reasonable activities or proarams which, 
pursuant to the commission's rules, qualify for a 
reduction, but which a hospital will not permit to be 
implemented. 

B. The commission may establish rules under which any 
3rd-party payor or purchaser who makes prompt payments, as 
defined by the commission, will be entitled to a 
differential without the necessity of making individual 
application to the commission therefor. The value of such 
differential shall be established in accordance with 
subsection 2. 

4. Differentials established. Notwithstanding any other 
31 Novisions of this section, the commission shall establish such 

differentials for payments under the United States Social 
33 Security Act, Title XVIII, as may be required pursuant to 

contractual limitations imposed on these payments and those 
35 differentials for payments under the Civilian Health and Medical 

Program of the Uniformed Services, CHAMPUS, that are required, 
37 with respect to hospital admissions on or after January 1, 1987, 

as a condition of continued participation in the Medicare program 
39 administered under the United States Social Security Act, Title 

XVIII. The differential established for payments by the 
41 department under the United States Social Security Act, Titles V 

and XIX, shall be the greater of the differential approved in 
43 accordance with subsection 3 or such amount as may be required 

for the department to remain in compliance with the requirements 
45 of the United States Social Security Act, Titles V and XIX. 

47 §9039. Establishment of revenue limits 

49 The commission shall establish revenue limits consistent 
with payment year financial requirements of the hospitals~ 

51 adjusted for hospitals' available resources in accordance with 
section 9036 and deductions determined pursuant to section 9037. 

Page 37-LR21l6(1) 



o 
I 

i 

j 

I 

1 
§9040. Payments to hospitals 

3 
1. COIJIPonents of revenue limits. The commission shall, for 

5 each payment year, apportion each hospital's approved revenue 
limit into the following components, as applicable. 

7 
A. One component shall be designated "management fund 

9 revenue" and shall be equal to the aQjustment, if any, for 
management support services determined under section 9035, 

11 subsection 11, paragraph A. 

13 B. One component shall be designated "hospital reta.ined 
revenue" and shall be equal to the approved gross patient 

15 service revenue limit less the "management fund revenue." 

17 2-~pport,,i.Qm!lent amon"y--p"ayors a~urchasers. Based on 
historical or projected utilization data, the commission shall 

19 apportion, for each revenue center specified by the hospital 
subject to subsection 7, and for the hospital as a whole, the 

21 hospital's approved gross patient service revenue among the 
following categories: 

23 

25 

27 

29 

A. Major 3rd-party payors, each of whom shall be a separate 
category; and 

B. All purchasers and payors, other than major 3rd-party 
payors, which shall together constitute one category. 

3. Payments by payors and----ID!Lchasers. Payments by payors 
31 and purchasers shall be determined as follows. 

33 

35 

37 

39 

41 

43 

45 

47 

49 

51 

A. Payments made by major 3rd-party payors shall be made in 
accordance with the following procedures. 

(1) The cpmmission shall require major 3rd-~ 

J2..ayors to make biweekly periodic interim payments to 
hospitals, provided that any such payor may, on its own 
initiative, make more frequent payments. 

(2) After the close of each paym~nt year, the 
commission shall adjust the apportionment of payments 
among major 3rd-party payors based on actual 
utilization data for that year. Final settlement shall 
be made within 30 days of that determination. 

B. Payments made by payors, other than major 3rd-part~ 

payors, and by purchasers to hospitals regulated according 
to the total revenue system, shall be made in accordance 
with the following procedures, 
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(1) Payors, other than major 3rd-party payors, and 
purchasers shall pay on the basis of charge_~ 

established by hospitals, to which approved 
differentials are applied. Hospitali shall establish 
these charges at levels which will reasonably assure 
that its total charges, for each revenue center, or, at 
the discretion of the commission for groups of revenue 
center s and for the hospital as a whole, are equal to 
the portion of the gross patient service revenue 
apportioned to persons other than major 3rd-party 
payors. 

12'-> Subsequent to the close of a payment year, the 
commission shall determine the amount of overcharges or 
undercharges, if any, made to payors, other than major 
3rd-party payors, and to purchasers' and shall adjust. 
by the percentage amount of the overcharges or 
undercharges, the portion of the succeeding year's 
gross patient service revenue limit which would 
otherwise have been allocated to purchasers and payors 
other than major 3rd-party payors. Notwithstanding the 
preceding sentence, adjustments to the succeeding 
year's gross patient service revenue limit shall not be 
made for undercharges if such undercharges resulted 
from an affirmative decision by the hospital's 
governing body to undercharge. Any such decision to 
undercharge must be disclosed to the commission in 
order that it may be taken into account in the 
apportionment of the hospital's approved gross patient 
service revenue among all payors and purchasers, 
including major 3rd-party payors. 

C. In addition to any reductions in payments to hospitals 
under paragraphs A and B, if a hospital exceeds any revenue 
limi t by an amount in excess of a margin equal to 5'1-0 for 
small hospitals and 3% for all other hospitals, the 
commission may impose a penalty equal to 120% of the amount 
in excess of the margin times the rate of inflation. The 
amount of any penalty imposed shall be . applied 
prospectively, and in accordance with methods prescribed by 
the commission, to reduce charges applicable to the class or 
classes of .. payors or purchasers which were overcharged. In 
determining whether to impose a penalty on a hospital 
regulated according to the total revenue system. the 
commission shall consider whether the revenues received by a 
hospital met its approved financial requirements. 

4. Per case system. Payments to hospitals on the per case 
49 ~em shall be made on the basis of charges established 

consistent with limits set by the commission under that system 
51 
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Those hospitals may negotiate discou~ts 

no adjustments for these discounts 
determination of per case limits. 

to charges provided that 
may be made in the 

5. Adjustments. The commission shall establish by rule the 
necessary adjustments to approved revenues in subsequent payment 
years for hospitals determined to have exceeded revenue limits in 
the per case system. 

6. Transmittal of management fund revenue. No later than 30 
days after receipt of each payment, each hospital shall transmit 
to the Management Support Fund. established pursuant to section 
9041, the portion. if any. of the payment which corresponds to 
the management fund revenue. 

7. Review of allocations. Notwithstanding the provisions of 
§J!psection 2. the commission shall review the allocation of 
revenues to revenue centers specified by each hospital and shall 
assure that such allocation. to the extent it results in internal 
departmental subsidies. is reasonable and does not result in 
undue price discrimination. 

§9041. Establishment and aQmi~i~~~~tion of Management 
Support Fund; disbursements from fund 

1. Establishment. There is established a statewide 
Management Support Fund administered by the commission. The 
g'§"'G_ets of this fund shall be derived from the portion of the 
approved gross patient service revenue of each hospital, if any, 
in a fiscal year designated as management fund revenue and 
transmi tted to the Management Support Fund pursuant to section 
9040. subsections 1 and 6. 

2. Administration. The Management Support Fund shall be 
administered as follows. 

A. Except as otherwise provided. the Treasurer of State 
shall be the custodian of the Management Support Fund. Upon 
receipt of vouchers signed by a person or persons designated 
by the commission, the State Controller shall draw a warrant 
on the Treasurer of State of the amount authorized. A duly 
attested copy of the resolution of the commission 
designating these persons and bearing on its face specimen 
signatures of these persons shall be filed with the State 
Controller as his authority for making payments upon these 
vouchers. 

B. The commission 
reinvested subject 
investment program. 

m~<-,a",u",-s",-",e_-",f,-,u""n,,,,d,,,",,,-s_-,,t,-,=o,---,,b,-,e,,---=itin...,v,-,,e,-,s,,--t,,,-e=d~~aJld 

to its periodic approval of the 
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C. The commission shall publish annuaJ.ly, 
year, a report showing fiscal transactions 
fiscal year and the assets and liabilities 
the end of the fiscal year. 

for each fiscal 
of funds for the 
of the funds at 

3. Disbursements from fund. One or more hospitals may 
7 BEply to the commission to receive disbursements from the 

Management Support Fund. The commission shall establish criteria 
9 governing the approval of disbursements from the fund which 

shall, at a minimum: 
11 

13 

15 

17 

19 

21 

A. Requi_re a finding by the commission that the proposed 
use of funds will result in a significant improvement in 
medical care management and information systems: and 

B. Take into consideration the special needs and 
circumstances of small hospitals. 

Disbursements uno.er this section shall not be offset against 
.z;p,""aO,jym;..=.;e""n",-,=t,--.. y-"e,-"a""r,--~f,,",l=-· n"""",a""n""c.."i...,a".l=--=-r",,e-"l,q.uirements in computing a hospital's 
gross patient service revenue limit under section 9039. 

23 §9042. Establishment of Hospital Development Account 

25 

27 

29 

31 

33 

1. Definitions. As used in this section, unless the 
context otherwise indicates, the following terms have the 
following meanings. 

A. "Major project" means a hospital project subject to 
review under the Maine Certificate of Need Act that has 
incremental annual capital and operating costs in its 3rd 
year of implementation, including a partial first fiscal 
year, of $150,000 or more. 

35 B. "Minor project" means a hospital project subject' to 
review under the Maine Certificate of Need Act that has 

37 incremental annual capital and operating costs in its 3rd 
fiscal year of implementation, including a partial first 

39 fiscal year, of less than $150,000. 

41 C. "Payment year cycle" means each annual period of October 
1st to September 30th beginning with the first payment year 

43 cycle of October 1, 1984, to September 30, 1985. 

45 2. Certificate of Ne~d Development Account. For the first 
and 2nd payment year cycles, as defined in subsection 1, the 

47 commission shall establish a statewide Certificate of Need 
Development Account to support the development and undertaking of 

49 projects which are subject to review pursuant to the Maine 
Certificate of Need Act. This account shall be administered as 

51 follows. 
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A. The commission shall credit the Certificate of Need 
Account with the following amounts: 

(1) For the first payment year cycle, 1% of the sum of: 

(a) The total buqgeted expenses, including 
capi tal costs, of all hospitals, for their most 
recent fiscal year ending prior to July L 1984, 
which were submi tted to and approved by a 
voluntary budget review organization prior to July 
1, 1983; and 

(b) The total actual expenses, includin.g capital 
costs, which were incurred, in its most recent 
fiscal year ending prior to July 1, 1983, by any 
hospi tal which did not secure approval, prior to 
July L 1983, of its budget for its most recent 
fiscal year ending prior to July 1, 1984; and 

(2) For the 2nd payment year cycle, Po of the first 
payment year financial requirements determined for all 
hospitals in the State. 

The amount to be cregited in a particular payment y!,!ar~J,.§. 
will be deemed credited to the Certificate of Need Account 
as of the first day of that payment year cycle. 

=B~.~ __ ~T~h~e~~c~o~m~m~~~·~s~s~i~o~n~~s~h~a~I~I~~a~p~p~r~o~v~e~~a~n~_a~d~j~u~s~t~m~e~n~t~~to a 
hospital's financial requirements under section 9035, 
subsection 6, paragraph A, for a project if: 

(1) The project was s~ect to review an~ was apprQyed 
by the department under the Maine Certificate of Need 
Act; and 

(2) The associated incremental annual capital and 
operating costs do not exceed the amount remaining in 
the Certificate of Need Development Account as of the 
date of approval of the project by the department, 
after accounting for previously approved projects. 

C. Debits and carry-overs shall be determined as follows. 

(1) Except as provided in subparagraph (2), the 
commission shall debit against the Certificate of Need 
Development Account the full amount of the incremental 
annual capital and operating costs associated with each 
project for which an adjustment is approved under 
paragraph B. Incremental annual capital and operating 
costs shall be determined in the same manner as 
adjustments to financial requirements are determined 
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under section 9035. subsection 6, for the 3rd fiscal 
year of implementation of the project. 

(2) In the case of a project which is approved in the 
first or 2nd payment year cycle and whose associated 
incremental annual capital and operating costs are 
determined to exceed $2,000,000, debits shall be made 
as follows: 

(a) In the payment year cycle in which the 
project is approved. the commission shall debit 
against the Certificate of Need Development 
Account an amount equal to $2.000.000; and 

(b) In the payment year cycle im!!lediately 
following the cycle in which the project is 
approved, the commission shall debit against the 
Certificate of Need Development Account 
established under this subsection or the statewide 
component of the Hospital Development Accoupt 
established under subsection 3 an amount equal to 
the difference between the incremental annual 
capital and operating costs associated with the 
project and the amount debited under division (a) 
in the previous payment year cycle. 

(3) Amounts credited to the Certificate of Need 
Development Account for the first payment year cycle 
for which there are no debits shall be carried forward 
to the 2nd payment year cycle. Amounts credited to the 
Certificate of Need Development Account for the 2nd 
payment year cycle for which there are no debits shall 
be carried forward to the 3rd payment cycle as a credit 
to the statewide component of the Hospital Development 
Account established in accordance with subsection 3. 

37 3. Hospital Development Account. For the 3rd and 
subsequent payment year cycles, the commission shall establish a 

39 Hospital Development Account to support the development of 
hospital facilities and services. This account shall be 

41 administered as follows. 

43 A. The commission shall annually establish, by rul~the 
amount to be credited to the Hospital Development Account. 

45 In establishing the amount of the credit, the commission 
shall, at a minimum, consider: 

47 

49 

51 

(1) The State Health Plan; 

(2) ~pe ability of the citizens of the State to 
underwrite the additional costs: 
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(3) . The limitations imposed on payments for new 
facilities and services by the Federal Government 
pursuant to the United States Social Security Act, 
Title XVIII and XIX; 

(4) The special needs of small hospitals; 

(5) The historic needs and experience of hospitals 
over the past 5 years; 

..1.(-><6,-,),---=T'-".h.."e<---,=am"-,-,-,o"-,u""n",t",--,i..,n",--,t",h..,,e<---,=a,,,,-,c <::9 un t for the p rev i o.~e ar s 
and the level of utilization by hospitals in those 
years; 

(7) Obsolescence of physical plants; 

(8) Technological developments; and 

(9) Management services or other improvements in the 
quality of care. 

The commission shall report, no later than January 15th of 
each . year, to the joint standing committee of the 
Legislature having jurisdiction over human resources 
regarding the rationale the commission used in establishing 
the amount credited to the Hospital Development Account in 
the previous year. 

The amount to be credited in a particular payment year cycJe 
will be deemed credited to the Hospital Development Account 
as of the first day of that payment year cycle. 

B. The commission shall approve an adjustment to a 
hospital's financial requirements under section 9035, 
subsection 6, paragraph A, for a major or minor project if: 

ti.> The prQject was approved by the department under 
the Maine Certificate of Need Act; and 

J2) The associated incremental annual capital and 
operating costs do not exceed the amount remaining in 
the Hospital Development Account as of the date of 
approval of the project by the department, after 
accounting for previously approved projects. 

C. Debits and carry-overs shall be determined as follows. 

11) Except as proviqed in subparagraph (2), tbe 
commission shall debit against the Hospital Development 
Account the full amount of the incremental annual 
capital and operating costs associated with each 
project for which an adjustment is approved under 
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4. 
1990. 

para~h B. Incremental annual capital and operating 
costs shall be determined in the same manner as 
adjustments to financial reguirements are determined 
under section 9035, subsection 6, for the 3rd fiscal 
year of implementation of the project. 

(2) In the case of a project which is approved under 
paragraph B and which involves extraordinaJ;:~ 

incremental annual capital and oEerating costs, the 
commission may, in accordance with duly promulgated 
rules, defer the debiting of a portion of the annual 
costs associated with the project until a subseguent 
payment year cycle or cycles. 

Repeal. This section is repealed effective October 1, 

§9043. Affiliated interests 

1. Definitions. As used in this section, unless the context 
otherwise indicates, the following terms have the following 
meanings. 

A. "Affiliated interest" means: 

(I) Any person who is a subsidiary of a hospital; 

(2) Any person who is a parent entity of a hospital; 

(3) Any person who is a subsidiary of a hospital's 
parent entity; 

(4) Any person, other than an individual, who: 

(a) Controls a hospital or which a hospital, or 
any of its affiliates as defined in subparagraphs 
(1) to (3), controls; and 

_(b) Which is engaged directly or indirectly in 
the provision of a health care service or 
services, the costs of which would be considered 
elements of financial reguirements if performed by 
a hospital. 

B. "Available assets" means the sum of board-designated 
funds and current assets less inventories and net 
receivables. 

C. For purposes of paragraph A, to "control" means both: 

(1) To have 
hospi tals or 

power, alone or in concert witb~ther 

affiliated interests, to direct the 
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management and policies of another person, other than 
an individual; and 

(2) To have that power by means of anyone of the 
following or any combination of the following: 

(a) Common governing board members; 

(b) Articles of incorporation, by-laws, 
partnership agreements, contracts, deeds, trust 
documents, assignments, leases or other legal 
documents; or 

(c) In the case of a for-profit cor.Eoration, 
ownerShip of 10% or more of the corporation's 
voting securities, directly, indirectly or by a 
chain of successive ownership. 

"Control" does not include the power to determine terms, 
conditions and prices only through an armS-length contract 
for the purchase of goods or services, such as a contract 
for professional services or the power to direct management 
and policies only through canonical or similar religious 
control. 

D. "Hospital-capitalized affiliate" means any affiliated 
interest that was capitalized, in whole or in part, by 
transfers of assets from a hospital or another 
hospital-capitalized affiliate, unless one of the following 
applies: 

(1) The affiliated interest has returned to the 
hospitaL with interest at a market rate, all assets 
transferred to it by the hospital or another 
hospital-capitalized affiliate; 

(2) All of the assets transferred to the affiliated 
interest by the hospital or hospital-capitalized 
affiliate were exempt under subsection 4, paragraph F; 
or 

Ll) The total assets received by the affiliated 
interest from the hospi tal or any hospi tal-capi talized 
affiliate do not exceed $10,000. 

E. "Hospital restructuring" means anyone of the following: 

~(~l~)~ __ ~T~r~a~n~s~f~e~r~~o~f~~a~nMy~ __ ~a£s~s~e~ts of a hospital or 
hospital-capitalized affiliate to any person, provided 
that the transfer of assets to a title-holding company 
within the meaning of the United States Internal 
Revenue Code, Section 50L paragraph C, subparagraph 
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(2), that holds property on behalf of the transferor 
shall not be considered a hospital restructuring; 

J .... 2<-,)'---"P-=1,.,e""d"'g;J.e"'--"o<.<f"---""a'--'h""o"'-"'-sJ;!p""i'-'t""a".,1=--' ",-s--"a".,s"-,s",e",-"t-,,S,--,o,,-,r c r e di tor pIe dge 
of the assets or credit of a hospital-capitalized 
affiliate, to secure the financial obligation of 
another person; 

(3) Transfer of an existing service or function, 
directly or indirectly, by a hospital to an affiliated 
interest or an entity which, as a result of the 
transfer would become an affiliated interest; 

(4) Undertaking by an affiliated interest or an entity 
which as a result of the undertaking would become an 
affiliated interest of any health care service whose 
associated costs would be considered elements of 
financial requirements if performed by a hospital; 

(5) En:try of a hospital or hospital-capitalized 
affiliate into a partnership as a general partner, or 
any similar act by means of which a hospital or 
hospital-capitalized affiliate assumes or acquires 
general liability or responsibility for the 
obligations, acts or omissions of a business venture 
other than one undertaken solely by the hospital; 

(6) Creation, organization, acquisition or transfer, 
directly or indirectly, of a subsidiary of a hospital; 

(7) Creation or organization, directly or indirectly, 
of a parent entity of a hospital by any means, 
including without limitation, the acquisition by any 
person of ownership or control of a hospital or its 
existing parent entity; and 

(8) Merger of a hospital or its parent entity' with any 
person or any transaction functionally equivalent to a 
merger. 

F. "Related party" means any person, other than an 
affiliated interest as defined in paragraph A, that would be 
considered related to the hospital, as defined under the 
Medicare program established pursuant to the United States 
Social Security Act, Title XVIII. 

G. "Significant transaction" means a transaction if it has 
an actual or imputed value or worth in excess of $10,000 or 
more for a fiscal year or if the total amount of the 
contract price, consideration and other advances by the 
institution on account of the transactions is $10,000 or 
more for the fiscal year. 
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H. "Subsidiary" means a person over w:Q,ich another person 
exercises majority control by virtue of voting stock of a 
for-profit corporation or voting members of a not-far-profit 
corporation. 

I. "Transfer of assets," for purposes of paragraphs D and 
E, means any transaction if, and to the extent that, the 
fair market value of any assets conveyed by the hospital or 
hospital-capitalized affiliate in that transaction exceeds 
the value of any consideration received by the hospital or 
hospital-capitalized affiliate. Transfers of assets under 
this definition include loans at interest rates below market 
levels. 

2. Reporting and consideration of sigpificant transactions~ 
corporate plans. Statements of significant transactions and 
corporate plans shall be submitted and considered as follows. 

A. Each hospital shall annually submit to the commission a 
written statement of significant transactions, as defined in 
subsection 1, between itself and any person in which an 
officer, trustee or director of a hospital is an employee, 
partner, director, officer or beneficial owner of 3% or more 
of the capital stock, between itself and any affiliated 
interest, between itself and any auxiliary, or between 
itself and any related party. 

B. In determining base year financial reguirements pursuant 
to section 9033 or in establishing adjustments for 
productivity or other factors pursuant to section 9035, the 
commission may disregard unreasonable or unnecessary costs 
under significant transactions between a hospital and the 
persons specified in paragraph A. 

c. Each hospital which has or will have affiliated 
interests, and which has not elected to determine the 
resources available from those affiliates under subsection 
5, paragraph C, shall file, at such time as may be 
reasonably established by the commission, a 5-year 
corporate plan containing information as specified by the 
commission. At a minimum, the plan shall set forth the 
manner in which financial resources of the affiliated 
interests will be applied to offset financial reguirements 
of the hospital in accordance with subsection 5 and section 
9036, subsection 1, paragraph F. The commission shall review 
and approve or disapprove each corporate plan taking into 
account, at a minimum, the following factors as the 
commission deems appropriate in the interests of the people 
of the State: 
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(1) Long-term capital 
affiliated interests to 
achieve reasonable growth: 

and operatin~g~~n~e~e~d~s~~o~f~~t~he 
meet market conditions and 

(2) Federal reimbursement and burdens imposed on other 
payors: 

(3) Tlle effect which the services of the affi:J, . .l..g.teq 
interests would have on the quality and efficiency of 
health services; and 

( 4) Requirements associated with maintaining 
tax-exempt status. 

The hospital shall submit annual updates of its corporate 
plan which shall not require approval unless significant 
modifications are made to the plan. Notwithstanding the 
provisions of section 9007, confidential commercial 
information submitted by a hospital or its affiliates under 
this paragraph or under subsection 4 shall not be subject to 
public disclosure. The commission shall adopt rules 
establishing criteria for determining the confidentiality of 
such information and establishing procedures to afford 
hospitals and affiliated interests notice and opportunity to 
comment in response to requests for information which may be 
considered confidential. 

3. Access to accounts and records. The commission m~ 
require the production of books, accounts, records, papers and 
memoranda of an auxiliary which is engaged in commercial 
activities or of an affiliated interest or related party which 
relate, directly or indirectly, to any of its dealings with a 
hospital which affect the hospital's costs or charges. The 
commission may, in determining financial requirements of a 
hospital, disallow all or a portion of the payments under such 
dealings, the account or record of which is not made available to 
the commission. 

39 4. Hospital restructuring. Unless exempt by ru~e or order 
of the commission or by paragraph F, no hospital restructuring 

41 may take place without the approval of the commission. No 
hospi tal restructuring may be approved by the commission unless 

43 it is established by the applicant for approval that the hospital 
restructuring is consistent with the interests of the people of 

45 the State. 

47 A. T:Qe following pr9c~dures shall apply to an application 
for approval of a hospital restructuring. 

49 

51 
(1) Except as provided in subparagraph (2), the 
commission shall rule upon all requests for approval of 
a hospital restructuring within 90 days of the filing 
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~d~a~t~e~. __ T~h~e~~f~1~·1~i~n~g~~d~a~t~e __ ~s~h~a~1~1 __ ~b~e~~t~h~e~~d~a~t~e~_w~h~~n the 
commission notifies the applicant that the filing is 
complete. 

(2) If the commission deems that the necessary 
investigation cannot be concluded within 90 days after 
the filing date, the commission may extend the period 
for a further period of no more than 90 days. If the 
commission fails to make a final ruling on or before 
the end of the 2nd 90-day period or such later date as 
may be fixed by agreement of all parties, the 
application shall be deemed disapproved. 

(3) Review of hospital restructurings that are also 
subject to review under the Maine Certificate of Need 
Act shall, to the maximum extent practicable, be 
conducted simultaneously with the department's review 
under the Act. 

B. In granting its approval, the commission shall impose 
such terms, considerations or requirements as, in its 
judgment. are necessary to protect the interests of payors 
and purchasers. These conditions shall include provisions 
which assure the following. 

(1) The commission has reasonabl~ access to books, 
records, documents and other information relating to 
the hospital or any of its affiliates. 

(2) The commission has all reasonable powers to 
detect, identify, review and approve or disapproveL 

costs associated with transactions between affiliated 
interests. 

(3) The 
reasonable 
reasonable 

hospital's ability to attract capital 
terms, including the maintenance of 

capital structure, is not impaired. 

on 
a 

(4) The ability of the hospital to provide reasonable 
and adequate care is not impaired. 

(5) The hospital continues to be subject to applicable 
laws, principles and rules governing the regulation of 
hospitals. 

(6) The hospital's credit is not impaired or adversely 
affected. 

(7) The requirements of subsection 5 will be met. 

C. The commission may adopt rules prQyiding for the filing 
by hospitals of information by means of which the commission 
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may verify that acts or events that require approval under 
this subsection are not occurring without such approval. 
This rule-making authority shall not be construed to permit 
general review of the prudence of ordinary hospital 
investments of endowments. 

D. For purposes of this subsection, the commission shall 
review a filing and, if additional information is necessary 
to determine the filing complete, shall make its initial 
request for such additional information within 30 days of 
its receipt of the filing and shall make any subsequent 
requests wi thin 15 days of its receipt of the previously 
requested information. 

E. Any hospital or affiliated interest of a hospital may 
apply to the commission for an advance determination as to 
the applicability of this subsection to a particular set of 
facts. The commission shall issue such an advance 
determination within 30 days of the filing of a complete 
request. A completed request is one containing such 
information as the commission may specify by rule and with 
respect to which the requesting party has given such 
reasonable notice to other affected persons as may be 
required by commission rule. 

F. A hospital or hospital-capitalized affiliate may engage 
in a hospital restructuring without commission approval if: 

(1) The hospital restructuring is a transfer or pledge 
that falls solely within subsection 1, paragraph E, 
subparagraph (1) or (2): and 

(2) The aggregate value of all such transfers and 
pledges, as of the time immediately following the 
hospital restructuring, does not exceed 10% of the 
lesser of the net worth or the available assets of the 
hospital or hospital-capitalized affiliate, as 
determined as of the end of the most recent fiscal year 
for which a complete financial statement is available 
prior to the restructuring. 

5. Determination of available resources: exemption from 
43 corporate plan requirement. Unless a hospital has elected to 

have available resources determined under paragraph C, such 
45 resources shall be determined under paragraph B. 

47 A. For purposes of this subsection, the "hospital's 
portion" shall be the proportion of the total capitalization 

49 of the affiliated interest that is owned by or was provided 
by the hospital and any hospital-capitalized affiliate. 

51 
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B. After review of corporate plans submitted in accor.dapce 
with subsection 2, the commission shall, consistent with the 
following provisions, determine the amount of financial 
resources of an affiliated interest to be applied to 
hospital financial requirements pursuant to section 9036. 

(1) Gifts, grants and income from investments received 
by affiliated interests shall not be considered 
available resources. 

(2) The hospital's portion of excess revenues of 
nonprofit affiliated interests and the hospital's 
portion of profits of for-profit affiliated interests 
shall be offset, except to the extent that the 
retention of such funds by the affiliated interest is 
required to meet its capital and operating needs as 
defined in the plan submitted to and approved by the 
commission pursuant to subsection 2. The amount of the 
excess revenues or profits shall be determined without 
regard to any gifts, grants or other transfers of funds 
by the affiliated interest to the hospital or to other 
affiliates but shall otherwise be determined on a 
consolidated after-tax basis. 

Of the 
shall 

amounts determined under 
be offset generally 

financial requirements. 

subparagraph (2~ 
against hospital 

c. A hospital may elect not to file corporate plans and 
updates under SUbsection 2. A hospital that makes such an 
election shall annually file complete financial statements 
of each of its affiliated interests and, if available, 
audited, consolidated financial statements with the 
commission. Available resources from the affiliated 
interests of a hospital that makes an election under this 
paragraph shall be determined as follows: Fifty percent of 
the hospital's portion of all excess revenues of nonprofit 
affiliated interests and 50°-6 of the hospital's portion of 
all profits of for-profit affiliated interests shall be 
applied to hospital financial requirements. In determining 
total profits or excess revenues, the commission may 
consider the reasonableness of reported expenses. The 
amount of excess revenues or profits shall be determined 
without regard to any gifts, grants or other transfers of 
funds by the affiliated interest to the hospital or to other 
affiliates but shall otherwise be determined on a 
consolidated after-tax basis. Gi~t~rants and income from 
investments received by affiliated interests shall not be 
considered available resources. 

6. By November 1~986, the commission shall adopt rules 
governing hospital restructuring and significant transactions as 
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A. The nature and format of applications for hospital 
restructuring; 

B. The content of requests for advance determinations under 
subsection 4, paragraph E, and the procedure governing such 
determinations; 

c. A mechanism for providing and updating a list of 
entities or corporations to which the significant 
transactions reporting requirements in subsection 2, 
paragraph A, apply; 

D. The information filings referred to in subsection 4, 
paragraph C; and 

E. The filing of corporate plans under subsection 2, 
paragraph C. 

7. Repeal. This section is repealed effective October 1, 

§9044. Medicare waiver 

The commission shall exercise its best efforts to design a 
program which qualifies for a waiver of hospital reimbursement 
requirements under the United States Social Security Act, Title 
XVIII, as authorized by Section 1886 of that Act, and shall apply 
to the Secretary for such a waiver. Notwithstanding any other 
provisions of this chapter, the commission is further authorized 
to enter into such agreements with the Secretary as may be 
required to secure the waiver, provided that nl!Jthing in this 
section may be construed to require that such a waiver be 
obtained in order for this subchapter to be implemented and 
provided further that the acceptance of any conditions under such 
a waiver would not be detrimental to the interests of the people 
of the State. 

41 §9045. Coordination with department 

43 The commission and the department shall jointly undertake a 
study of the likely effects of the hospital care financing system 

45 established under this subchapter on hospitals which are also 
licensed to provide skilled nursing facility services or 

47 intermediate care facility services and shall make such 
modifications to the rules implementing either the hospital care 

49 financing system or the prospective payment system for long-term 
care facilities administered by the department or both as may be 

51 ll~cessary to assure that the revenue limits established for such 
hospitals, will permit them to render effective and efficient 
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services in the public interest. In 
requirements of this section, the commission 
shall consult with the affected hospitals. 

carrying out the 
and the department 

5 §9046. Experimental and demonstration projects 

7 The commission may, with the written agreement of any 
di~ectly affected hospital, 3rd-party payor or purchaser, 

9 implement experimental or demonstration projects designed to 
assess methods of establishing revenue limits or payment 

11 methodologies other than those established generally under this 
chapter. The commission shall consult with appropriate advisory 

13 committees prior to initiating any experimental or demonstration 
project and shall include the results of any project as part of 

15 its annual report. These experimental or demonstration projects 
may include, but need not be limited to, the following: 

17 

19 

21 

23 

25 

1. Regional hospital corporations. 
regional hospital corporations; 

Establishment of 

2. DiaguosJ:ic related groups. 
diagnostic related groups; 

Payment on the basis of 

3. Capitation. Payment on a capitation basis: and 

4. Preferred provider relationships. Preferred provider 
27 relationships. 

29 The commission may waive any statutory requirements for hospital 
demonstration projects which further the goals described in 

31 section 9001, subsection 2. The commission shall review 
hospitals with approved demonstration projects and may collect 

33 data to monitor performance, and require compliance adjustments 
if the conditions of deregulation are contravened. The 

35 commission may terminate a demonstration if it determines that 
the hospital has not substantially complied with the terms of the 

37 demonstration project. 

39 §9047. Advisory committees 

41 

43 

45 

47 

49 

51 

1. Es tablisbment. The commission, shall, after 
consultation with representative groups , appoint the following 
advisory committees. 

A. The commission shall appoint a Professional Advisory 
Committee consisting of 2 allopathic physicians, 2 
osteopathic physicians, 2 nurses and one hospital employee, 
other than a nurse or physician, directly involved in the 
provision of patient care. This committee shall advise the 
commission and its staff with respect to the effects of the 
health care financing system established under this 
subchapter on the quality of care provided by hospitals. 
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B. rhe commission shall appoint a Hospital Adviso~ 

Committee consisting of 2 representatives of hospitals which 
have 55 or fewer beds, 2 representatives of hospitals which 
have 56 to 110 beds and 2 representatives of hospitals which 
have more than 110 beds. This committee shall advise the 
commission and its staff with respect to analytical 
technigues, data reguirements, financial and other 
reguirements of hospitals, and the effects of the health 
care financing system established under this subchapter on 
the hospitals of the State. 

C. The commission shall appoint a Payor Advisory Committee 
consisting of one representative of nonprofit hospital and 
medical service corporations, one representative of 
commercial insurance companies, one representati ve of 
self-insured groups and one representative of the 
department. This committee shall advise the commission and 
its staff with respect to analytical technigues, data 
reguirements and other technical matters involved in 
implementing and administering the health care financing 
system established under this subchapter. 

2. Chairman. The coairman of eaGh committee shall be 
25 BPpointed by the chairman of the commission and shall be rotated 

on an annual basis. 
27 

29 

31 

3. Consultation. The commission shall consult, on a 
L§gular basis, with the committees established pursuant to 
subsection 1 and shall consider their recommendations. 

4. Meetings; assistance. Each committee established under 
33 subsection 1 may meet as it deems appropriate and the commission 

shall provide it such staff assistance and information as it 
35 reasonably reguires in the performance of its functions. 

37 §9048. Ouarterly report 

39 By September 15, 1988, and guarterly thereafter, the 
commission shall report to the Bureau of Taxation the amount of 

41 financial reguirements for the most recently completed guarter of 
each hospital's payment year, determined by di viding the 

43 financial reguirements for the applicable payment year by 4. 

45 SUBCHAPTER IV 

47 PROCEDURES 

49 §9061. Proceedings generally 

51 1. Proceedings. Proceedi~9s before the cqmmission shall be 
subject to such provisions of the Maine Administrative Procedure 
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Act, Title 5, chapter 375, as may apply to each type 
proceeding that the commission conducts under this chapter. 
proceedings shall also be subject to such additional rules 
practice as the commission may promulgate consistent with 
Maine Administrative Procedure Act, Title 5, chapter 375. 

of 
All 
of 

the 

7 2. Substantial complianc;;.!"!. A substantial co...mp1,iance witll 
the requirements of this chapter shall be sufficient to give 

9 effect to all the rules, orders, acts and regulations of the 
commission and, except as otherwise provided in Title 5, section 

11 8057 with respect to rules, they shall not be declared 
inoperative, illegal or void for any omission of a technical and 

13 immaterial nature in respect thereto. 

15 3. Burden of proof. In all trials, actions and proceedi~g~ 
arising under this chapter, the burden of proof shall be upon the 

17 party seeking to set aside any determination, requirement, 
direction or order of the commission complained of as 

19 unreasonable, unjust or unlawful, as the case may be. In all 
original proceedings before the commission where approval of the 

21 commission is sought, the burden of proof shall be on the person 
seeking the approval. 

23 
4. Appeals. Any person aggrieved by a final determination 

25 of the commission may appeal therefrom to the Superior Court in 
accordance with the Maine Administrative Procedure Act, Title 5, 

27 chapter 375, subchapter VII. 

29 §9062. Procegures for establishment of revenue limits and 
interim adjustments 

31 
In establishing procedures for the determination of revenue 

33 1imits and interim adjustments, the commission shall provide for 
the following. 

35 

37 

39 

41 

43 

45 

47 

49 

51 

1. Revenue limits. No less than 150 days before the start 
of each payment year, every hospital shall file, on forms 
provided by the commission, the revenue limit or limits for which 
it requests approval for that payment year. The forms specified 
by the commission shall require disclosure of all information in 
support of the computation of the requested revenue limits and 
any information needed to evaluate the requested limits. If no 
notice of opposition or inquiry with respect to the requested 
limits is filed within the period of time specified by the 
commission by an affected hospital, affiliated interest. payor, 
group of purchasers, or commission staff designated for that 
purpose by the commission, then the requested limits shall take 
effect on the first day of the applicable payment year. 
Otherwise, the commission, after hearing before it or a duly 
appointed and sworn hearing examiner, shall decide whether to 
~prove, disapprove, or modify the requested limit or limits. If 
the commission does not issue a final order by the first day of 
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the payment year, it shall issue a provisional order by that date 
which shall be superseded by a final order no later than 150 days 
after the start of the payment year. 

2. Interim adjJ,lstments. Upon application by a hospital, 
affiliated interest, payor or group of purchasers, for an interim 
adjustment to financial reguirements permitted under section 
9035, or upon application by a payor or group of purchasers for a 
modification of its approved differential or of the apportionment 
of the gross patient service revenue, and after opportunity for 
hearing, a final order shall be promulgated within 120 days from 
the date a completed application was filed, except that the 
commission may extend the l20-day periOd by an additional 50 days 
with respect to an application for an adjustment under sectioI1 
9035, subsection 12. Any proposed change shall take effect upon 
the date specified in the order. At any time during the period 
between the filing date and the commission's final decision on 
the reguest, the commission may extend provisional approval to 
any part of the reguest. This provisional approval shall be 
superseded'by the commission's final decision on the reguest. The 
commission may establish reasonable limits on the freguency of 
reguests filed under this subsection. 

3. Commis~ion to make adjustments. Nothing in this section 
may be construed to limit the authority of the commission to make 
adjustments during the course of a payment year, on its own 
initiative, with appropriate notice and opportunity for hearing 
for affected persons. 

4. Informal participation in commission deliberations on 
rulemaking. The commission, in its discretion, shall permit 
informal participation of members of the public and 
representatives of affected groups in its deliberations relating 
to rulemaking. This participation is limited solely to matters 
which clarify the deliberations. 

37 §9063. Other powers 

39 In addition to the powers granted to the commission 
elsewhere in this chapter, the commission may conduct 

41 investigations, reguire the filing of information, and subpoena 
witnesses, papers, records, documents and all other data sources 

43 relevant to the establishment and apportionment of revenue limits 
and compliance therewith, reorganizations and significant 

45 transactions, and other matters regulated by the commission 
pursuant to subchapter III. 

47 
Sec. JUt Tr311IUsitioll1l. Sections 5 to 15 of this Act shall take 

49 effect October 1, 1991. The remainder of this Act shall take 
effect October 1, 1989. The hospital care financing system 

51 established in section 17 of this Act shall apply to hospital 
payment years beginning on or after October 1, 1990. 
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The commission shall administer the hospital care financing 
system established by the Maine Revised Statutes, Title 11, 
chapter 107 as those provisions of law existed prior to the 
effective date of this Act, with respect to all hospital payment 
years beginning before October 1, 1990. The continuing authority 
provided by this section shall extend to the determination and 
enforcement of compliance with revenue limits for those earlier 
payment years and to the settlement of payments and adjustments 
of overcharges and undercharges for those years, in proceedings 
that may be commenced after the close of those years. Nothing in 
this Act shall be construed to limit the authority of the 
commission to enforce compliance with or seek penalties for 
violation of any provision of Title 22, chapter 107 that was in 
effect at the time of the act, event, or failure to act with 
respect to which enforcement action is taken or penalties are 
sought. 

Sec. 19. Advisory Commission. 

1. Establishment. The Hospital Rate Setting Advisory 
Commission is established to study and develop recommendations 
regarding retention, amendment or repeal of provisions of this 
Act relating to the hospital development account and affiliated 
interests of hospitals. 

2. 
members. 

Composition. The commission shall be composed of 7 

The Governor shall appoint one representative of the Maine 
Hospital Rate Setting Commission and one representative of the 
Department of Human Services. The President of the Senate and 
Speaker of the House shall jointly appoint one Legislator; one 
physician or other medical professional; one representative of 
the hospital community; one payor; and one consumer of health 
care services. Appointments shall be made within 30 days of the 
effective date of this Act. The Chair of the Legislative Council 
shall call the first meeting of the advisory commission. The 
commission shall elect a chair from among its membership. 

3. Reports. The advisory commission shall report its 
findings to the Joint Standing Committee on Human Resources, by 
January 15, 1990. 

4. Staff. The Department of Human Services shall provide 
staff to the advisory commission for the duration of the study. 
If legislation is recommended, the Office of the Attorney General 
shall provide assistance with drafting. 

5. Expenses. 
a Legislator shall 
the Maine Revised 

The member of the advisory commission who is 
receive the legislative per diem as defined in 
Statutes, Title 3, section 2 for each day's 
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attendance at advisory commission meetings. All members who do 
not represent state agencies shall receive expenses for attending 
commission meetings upon application to the Executive Director of 
the Legislative Council. 

6. Sunset. This section is repealed January 16, 1990. 

Sec. 20. Appropriation. The following funds are appropriated 
9 from the General Fund to carry out the purposes of this Act. 

11 

13 MAINE HOSPITAL RATE SETTING 
COMMISSION 

15 
Hospital Uncompensated 

17 Care Fund 

19 

21 

23 

25 

27 

29 

31 

33 

35 

37 

39 

41 

43 

45 

47 

All Other 

Provides funds to distribute 
to hospitals most affected by 
bad debts, charity care and 
shortfalls in governmental 
payments relative to the 
financial requirements of 
hospitals. 

Hospital R.ate Setting 
Advisory COD1lllmfissiolD. 

Personal Services 
All Other 

TOTAL 

Provides funds for per diem 
for the legislative member 
and expenses for other 
members of the Hospital Rate 
Setting Advisory Commission. 

MAINE HOSPITAL RATE SETTING 
COMMISSION 
TOTAL 

1989-90 

$30,000,000 

$275 
1,750 

$2,025 

$30,002,025 

49 STATEMENT OFlFACT 

Page 59-LR2ll6(1) 

1990-91 

$30,000,000 

$30,000,000 

( 

( 



( 

C) 

1 

3 

5 

7 

9 

11 

This bill amends the Maine Certificate of Need Act and 
repeals the current laws relating to the State's health care 
financing system and replaces them with a new law which 
incorporates the recommendations of the Blue Ribbon Commission on 
the Regulation of Health Care Expenditures. It should not be 
interpreted to indicate that the commission either supports or 
endorses sections of the laws for which the commission has made 
no recommendations. 

This bill provides for the following key changes. 

1. The bill retains the certificate of need process, but 
13 amends the Maine Certificate of Need Act to change the scope for 

hospital and other acute care services. The bill makes the 
15 following types of projects subject to certificate of need review: 

17 

19 

21 

23 

25 

27 

29 

31 

A. Any hospital renovation or expansion project with a 
capital cost of $1,000,000 or more; 

B. Purchase of movable equipment costing $1,000,000 or 
more, whatever the setting for that equipment; or 

C. Any increase in licensed bed capacity of hospitals by 
more than 10% or more than 5 beds, whichever is less. 

2. The bill changes the name of the regulatory body, the 
Maine Health Care Finance Commission, to the Maine Hospital Rate 
Setting Commission and provides for the gubernatorial appointment 
of 3 full-time commission members, whose appointments shall take 
effect on October 1, 1989. The chair shall serve as the 
executive director. 

33 3. The bill directs the commission to establish a number of 
alternative systems to be available for the regulation of 

35 hospital rates or revenues. These systems include: 

37 A. An average revenue per case payment system, which has 2 
components. The first component requires the commission to 

39 establish a limit on average revenue that a hospital may 
charge per case mix adjusted admission for inpatient 

41 services. The 2nd component directs the commission to 
regulate outpatient services by setting the rate per unit of 

43 service by department for outpatient services; 

45 B. A total revenue system which may be chosen by hospitals 
which are in relatively self-contained catchment areas, not 

47 in direct competition with other hospitals. This system 
covers both inpatient and outpatient services; 

49 

51 
C. Encouragement of demonstration projects. The commission 
has the authority to waive regulatory requirements for 
projects which prove to further the goals of accessible, 
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affordable and quality health care. An example of the 
authority is the authority to permit low cost providers to 
be essentially deregulated for inpatient and outpatient 
services. The providers would continue to be subject to 
oversight by the commission; and 

D. Alternative regulatory options for hospitals defined by 
the commission as being unique or different within the Maine 
Health Care System. Examples of unique hospitals are 
psychiatric and rehabilitation hospitals. 

4. The bill directs 
component in the payment 
to the per case and total 
5-year period. 

the commission to establish a standard 
rates of hospitals regulated according 
revenue systems, to be phased in over a 

5. The bill adds a variable adjustment or "plus" factor to 
the current law's inflation adjustment factor to allow for 
changes in technology, changes in medical practice and increased 
severity of illness not accounted for by the case mix system and 
the aging of the population. 

6. The bill allows hospitals on the per case payment system 
to negotiate discounts to charges provided that no adjustments 
for these discounts may be made in the determination of per case 
limits. 

7. The bill includes an exception request provision, which 
is limited to major items, that is, items having an impact on 
costs or revenues greater than the lesser of $1, 000, 000 or 1.5Qb 

of the total costs of the hospital, and which are not taken into 
account in the formula and factors used to develop the rates. 

The commission may reduce the charges if a hospital files an 
35 exception request and the commission determines that the hospital 

charges are too high. 
37 

8. The bill provides for an annual appropriation of 
39 $30, 000, 000 from the General Fund to a fund administered by the 

commission to provide relief to hospitals most affected by bad 
41 debts, charity care and shortfalls in governmental payments 

relative to the financial requirements of the hospitals. 
43 

9. The bill repeals the provlslon which sunseted the 
45 existing commission as of October 1, 1989, and provides a 

transition provision. According to the transition provision, the 
47 changes to the Maine Certificate of Need Act will not take effect 

until after October 1, 1991. The changes to the financing system 
49 will not take effect until October 1, 1990. The current 

financing system will continue under the administration of the 
51 fUll-time commission members appointed on October 1, 1989 until 

the changes take effect in 1990. 
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10. The bill sunsets the sections relating to the hospital 
development account and affiliated interests and establishes an 
advisory commission to review these sections and make 
recommendations to the Legislature and the Maine Hospital Rate 
Setting Commission by January 15, 1990. 
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