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S-4978. 1

SUBSTI TUTE SENATE BI LL 6762

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Senate Health & Long-Term Care (originally sponsored by Senators
Brown, Keiser, Kohl-Wlles, Marr, and Franklin)

READ FI RST TI ME 02/ 07/ 08.

AN ACT Relating to a comunity inpact study for hospital
conversions; and anmendi ng RCW 70. 45. 070 and 70. 45. 080.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW70.45.070 and 1997 ¢ 332 s 7 are each anended to read
as follows:

The departnent shall only approve an application if the parties to
the acquisition have taken the proper steps to safeguard the val ue of
charitabl e assets and ensure that any proceeds fromthe acquisition are
used for appropriate charitable health purposes. To this end, the
departnment may not approve an application unless, at a mnimm it
determ nes that:

(1) The acquisition is permtted under chapter 24.03 RCW the
Washi ngton nonprofit corporation act, and other |aws governing
nonprofit entities, trusts, or charities;

(2) The nonprofit corporation that owns the hospital being acquired
has exercised due diligence in authorizing the acquisition, selecting
the acquiring person, and negotiating the ternms and conditions of the
acqui sition;
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(3) The procedures used by the nonprofit corporation's board of
trustees and officers in making its decision fulfilled their fiduciary
duties, that the board and officers were sufficiently infornmed about
t he proposed acquisition and possible alternatives, and that they used
appropri ate expert assistance;

(4) No conflict of interest exists related to the acquisition,
i ncluding, but not limted to, conflicts of interest related to board
menbers of, executives of, and experts retained by the nonprofit
corporation, acquiring person, or other parties to the acquisition;

(5) The nonprofit corporation will receive fair market value for
its assets. The attorney general ((er—the—departrent—may)) shall
enpl oy, at the expense of the acquiring person, reasonably necessary
expert assistance in making this determ nation. This expense nust be
in addition to the fees charged under RCW 70. 45. 030;

(6) Charitable funds will not be placed at unreasonable risk, if
the acquisition is financed in part by the nonprofit corporation;

(7) Any managenent contract under the acquisition wll be for fair
mar ket val ue;

(8) The proceeds from the acquisition wll be controlled as
charitable funds independently of the acquiring person or parties to
the acquisition, and wll be wused for charitable health purposes

consistent wth the nonprofit corporation's original purpose, including
providing health care to the disadvantaged, the uninsured, and the
underi nsured and providing benefits to pronote inproved health in the
af fected community;

(9) Any charitable entity established to hold the proceeds of the
acquisition wll be broadly based in and representative of the
community where the hospital to be acquired is located, taking into
consideration the structure and governance of such entity; and

(10) A right of first refusal to repurchase the assets by a
successor nonprofit corporation or foundation has been retained if the
hospital is subsequently sold to, acquired by, or nmerged w th anot her
entity.

Sec. 2. RCW70.45.080 and 1997 ¢ 332 s 8 are each anended to read
as follows:

The departnent shall ((enrby)) approve an application only if the
acquisition in question will not detrinmentally affect the continued
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exi stence of accessible, affordable health care that is responsive to
the needs of the comunity in which the hospital to be acquired is
| ocated. To this end, the departnment shall not approve an application
unless, at a mninmum it determnes that:

(1) Sufficient safeguards are included to assure the affected
community continued access to affordable care, and that alternative
sources of care are available in the community should the acquisition
result in a reduction or elimnation of particular health services;

(2) The acquisition will not result in the revocation of hospita
privil eges;

(3) Sufficient safeguards are included to maintain appropriate
capacity for health science research and health care provider
educati on;

(4) The acquiring person and parties to the acquisition are
commtted to providing health care to the di sadvantaged, the uninsured,
and the underinsured and to providing benefits to pronote inproved
health in the affected community. Activities and funding provided
under RCW 70.45.070(8) may be considered in evaluating conpliance with
this coomtnent; ((and))

(5) Sufficient safeguards are included to avoid conflict of
interest in patient referral; and

(6) The departnent shall enploy, at the expense of the acquiring
person, a qualified independent expert to conduct an independent,
conpr ehensi ve health inpact study in order to determne that all of the

above conditions will be net. This expense nust be in addition to fees
char ged under RCW 70. 45. 030.

~-- END ---
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