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INTRODUCTION

The 1971 Health Care Facilities Planning Act (N.J.S.A.
26:2H-1 et seq. and N.J.S.A. 26:2H-8) established as public
policy of the State of New Jersey "that hospital and related
health care services of the highest quality, of demonstrated
need, efficiently provided and properly utilized at a_reason-
able cost are of vital concern to the public health."l

To implement this policy, Chapter 136 has given the
State Department of Health "the central, comprehensive re-
sponsibility for the development and administration of the
State's policy with respect to health planning, hospital
and related health care services, and all public and private
institutions, whether State, county, municipal, incorporated
and not incorporated, serving principally as boarding, nurs-
ing or maternity homes or other homes for the sheltered care
of adult persons or as facilities for the prevention, diag-
nosis or treatment of human diease, pain, injury, deformity,
or physical condition(s)."2

"No health care facility shall be constructed or expanded,
and no new health care services shall be instituted except 3
upon application for and receipt of a Certificate of Need."

The Department of Health has a major responsibility for
the promotion of quality health services rendered in an
efficient and economical manner and available to all citizens
of the State. To insure significant progress toward the
achievement of this goal, planning and Certificate of Need
activities will be directed toward the provision of facilities
and services which:

1. "improve the health of residents of a health
service area,

2. "increase the accessibility (including overcoming
geographic, architectural and transportation
barriers), acceptability, continuity and quality
of health services provided them,

3. "restrain increases in the cost of providing
them health services, and

4. "prevent unnecessary duplication of health
resources."
lchapter 136, N.J.S.A. 26:2H-1.
21bid.
3Chapter 136, N.J.S.A. 26:2H~7.

4p.L. 93-641, Section 1513(a).
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The general policies, standards and guidelines set forth
in this document are intended to provide substantive criteria
for the planning, development, and review of health care
facilities and services within the State of New Jersey.

The general policies presented herein shall apply to all
facility and service planning within the State. In addition
to these general policies, specific planning and review
standards and guidelines shall be presented for broad cate-
gories of health care facilities and services as well as for
specialized types of health care which shall be made available
on a regionalized basis.

These policies, standards and guidelines shall also be
used to guide the development of the State Medical Facilities
Plan required under Title XVI of Public Law 93-641.

This manual is to be distinguished from the "Guidelines
and Criteria for Submission of Applications for Certificate
of Need" published by the New Jersey State Department of
Health.

The latter document identifies the procedures, rules,
and regulations to carry out N.J.S.A. 26:2H-1 et seq. (1971
Health Facilities Planning Act), Public Law 92-603 (Section
1122 of the Social Security Act) and Public Law 93-641 (The
National Health Planning and Resources Development Act of
1974).

This document, on the other hand, presents substantive
criteria for the planning of health care facilities and
services within the State. It is these policies, standards
and guidelines which shall be applied in the review of
proposed actions requiring Certificate of Need authorization.

One of the principal factors influencing enactment of
federal legislation requiring reviews of proposed capital
expenditures is the rapidly escalating costs of health care.
The provisions identified herein derive from a concern over
this serious economic condition and are intended both to
promote cost containment as well as to improve quality
within the health care system of our State.
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THE GENERAL POLICIES IDENTIFIED HEREIN SHALL
APPLY TO ALL FACILITIES LICENSED AND REGULATED
UNDER CHAPTER 136 (NJSA 26:2H-1 ET. SEQ.)

AND AMENDMENTS THERETO.
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GENERAL POLICIES

1. "No certificate of need shall be issued unless the action
proposed in the application for such certificate is
necessary to provide required health care in the area
to be served, can be economically accomplished and main-
tained, and will contribute to the orderly development
of adequate and effective health care services."

2. No certificate of need shall be awarded to a hospital
which does not have an accepted hospital long-range plan
pursuant to N.J.A.C. 8:31-16.1 by January 9, 1977, and
annually updated thereafter. All other facilities obli-
gated to file a long-range plan with the State pursuant
to N.J.A.C. 8:31-16.1 shall be denied certificate of need
approval until such time that they have complied with
the requirements of this law. Except for applications
requiring a nonsubstantive review, no certificate of
need shall be issued if the subject of the application
is not anticipated in the "certificate of need fore-
cast" of the institution's most recently accepted long-
range plan. Exceptions to the "forecast" can be made
for appiications of unusual merit particularly if they
respond to other state and federal policies, arise
in response to emergency situations, or result from
significant technological advances or unforeseen growth
in volume.

3. It is the policy of the State of New Jersey to encourage
planning which:

a. is directed toward the achievement of national
health planning goals and guidelines issued pursu-
ant to Section 1501 and priorities referenced in
Section 1502 of Public Law 93-641, "The National

Health Planning and Resources Development Act of
1974", and

b. promotes actions consistent with the New Jersey
State Health Plan, the State Medical Facilities

Plan, and other Departmental policies and regula-
tions,

c. promotes and is consistent with the goals and
objectives of the Health Systems Plan for the

health service area in which the proposed action
is planned,

SChapter 136, N.J.S.A. 26:2H-8.
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d. promotes prevention of disease through early inter-
vention and the provision of primary care services
and encourages the development of alternative
service modalities to substitute for inpatient
hospital care and alternative facilities to sub-
stitute for hospital construction.

Special consideration in the awarding of certificate of
need approvals shall be given to applications which
promote items 3a, b, ¢, and 4 above.

Institutions which engage in cooperative regional
planning and which demonstrate that they are sharing
their resources on a regional basis shall be given
special consideration in the awarding of certificate
of need.

N.J.A.C. 8:31-16.1 shall be amended to add the following:

Hospital long-range plans shall demonstrate efforts on
the part of the institution to develop cooperative
arrangements with other facilities in its area. These
arrangements shall address but not be limited to the
following: (a) the regionalization of speciality ser-
vices, (b) joint purchasing and shared services, and
(c) participation in the development of efficient dis-
charge planning.

Hospitals seeking certificate of need approval to add
beds to an existing facility or to construct a new
facility must demonstrate an efficient use of existing
beds. Among the factors to be considered in assessing
the efficient use of existing beds shall include:

a. demonstrated lengths of stay at or below the mean
for its peer grouping (as defined by Health
Economics Services, New Jersey State Department
of Health),

b. the quality of existing admissions scheduling
procedures (Hospitals should document a practice
of scheduling up to 75 per cent of elective
patient admissions several weeks in advance of
actual admission.)

c. documentation of the level of performance of the
institution in providing preadmission testing
and its policies in this regard,

d. documentation of efforts to reduce the length of
time required to return the results of in-hospital
testing,
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e. documentation of efforts by the hospital to operate
an optimal utilization review program for all
patients including an efficient discharge program,

£. documentation that the hospital is participating
in its local PSRO activities,

g. documentation that as part of its planning process
the hospital has considered alternatives to inpa-
tient modalities including an identification of the
alternative modalities examined and the reasons for
rejecting them.

7. A full range of services is not required to be offered
by each hospital.

-8-
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DEFINITIONS

In this document the terms "Standards" and "Guidelines"
have specific meaning, as follows:

Standards:

Guidelines:

The specific requirements that
applicants must satisfy in develop-
ing applications for certificate of
need approval. To the extent prac-
ticable, standards address measurable
characteristics that such applications
must meet.

Those general factors to be considered
in applying a given standard, or to
guide decision-making in areas for
which specific standards are not avail-
able or would not be appropriate.

-10-



DRAFT

CHAPTER IV
STANDARDS AND GUIDELINES FOR PLANNING AND

CERTIFICATE OF NEED REVIEWS OF HOSPITAL
FACILITIES AND SERVICES

~-11-
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THE STANDARDS AND GUIDELINES DEFINED HEREIN
SHALL APPLY TO ALL HOSPITALS LICENSED AND
REGULATED UNDER CHAPTER 136 (N.J.S.A. 26:2H-1
ET. SEQ.) AND AMENDMENTS THERETO.

-12-
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STANDARDS AND GUIDELINES

I. SIZE OF FACILITIFES
STANDARD

STANDARD I-01, MINIMUM SIZE, ACUTE GENERAL HOSPITALS:

The minimum size for an acute general
hospital shall be 200 beds.

This standard shall not apply to:

1. Facilities of less than 200 beds
proposing to expand to at least
200 beds, where the need for ex-
pansion to this level is justified.

2, Facilities with less than 200 beds
which are or will be sponsored and
operated by full-service general
acute hospitals with over a 200 bed
capacity and which provide or will
provide only those services which
are necessary to meet the community's
need without duplication of services.

3. Facilities proposing renovations or
improvements in its physical plant
necessary to meet minimum State and
Federal Life Safety Code require-
ments. (A renovation plan with costs
which equal or exceed the cost of
replacement will be considered as
a proposal for new construction and
the policies which apply to new con-
struction will apply to it.)

STANDARD I-02, MINIMUM SIZE, OBSTETRIC SERVICES:

Standards for the minimum size of obstetric
services will be consistent with "Standards
and General Criteria for the Planning and
Certification of Need of Perinatal Services".

STANDARD I-03, MINIMUM SIZE, PEDIATRIC SERVICES:

The Department anticipates developing standards
for the regionalization of pediatric services
including standards governing the appropiate
minimum size of pediatric units. Once these
standards are adopted, they shall apply to

all planning and certificate of need activities
in the State of New Jersey.

=-13-
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STANDARD I-04, MAXIMUM SIZE, ACUTE GENERAL HOSPITALS:

The maximum size of any hospital shall be
500 beds. This standard shall be waived in
situations where:

1. licensed hospitals currently exceed
500 beds and/or

2. a demonstrated need for a system of
tertiary level services (subject to
all other applicable criteria) requires
that the facility expand beyond 500 beds.

To encourage the development of multi-hospital
corporations, waivers from this standard may
be granted where it can be demonstrated that

a satellite facility is more cost effective
and results in more efficient delivery of
services.

II. COST EFFECTIVENESS

STANDARDS

STANDARD II-01, COMPLIANCE TO CRITERIA FOR
REGIONALIZATION:

Each certificate of need application for

a new service or for additional equipment
shall comply to criteria for regionalization -
that is, both to general criteria for regional
health services and to specific regulations
established for particular services by the
New Jersey State Department of Health and
shall demonstrate compliance with plans for
regionalized services adopted thereto by the

Health Systems Agency in which the action is
planned.

STANDARD II-02, INSTITUTING SERVICES WITHOUT PRIOR
CERTIFICATE OF NEED APPROVAL:

All those institutions that do not apply

for a certificate of need and that institute
new services, equipment, et cetera. for
which a certificate of need approval must

be obtained, shall be called unlawful and
the institution shall be asked to remove
such services or equipment. No costs for
unlawful actions shall be included in rates
established for reimbursement to the institu-
tion. See "Guidelines and Criteria for Sub-
mission of Applications for Certificate of
Need", New Jersey State Department of Health.

-14-
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STANDARD II-03, COOPERATIVE ARRANGEMENTS

Each facility must be responsive to the medical,
economic, and social necessities of coordinating its
programs and services with other providers in its
hospital service area to avoid unnecessary duplica-
tion of services, equipment, and personnel. Where
a hospital initiates a new program or service or
expands an existing one, it shall support its ap-
plication for a certificate of need by providing
written documentation of existing working relation-
ships or of plans to develop working relationships
with other providers in the area. Documentation

of the actual or proposed working relationsips
shall include where appropriate the following:

1. Other hospitals especially those offering
tertiary care services.

2, Other inpatient health facilities such as:
A. Long-term care facilities
B. Facilities for the mentally retarded

C. Institutions for the treatment and care
of alcohol and drug abusers

D. Homes for the blind and/or deaf
E. Institutions for the emotionally disturbed
F. Other providers of inpatient care
3. Outpatient and Nonpatient Health Services such as:
A. Ambulance services
. Blood banks
. Clinical laboratories

. Community mental health centers

B
C
D
E. Neighborhood health centers
F. Migrant health programs

G. Dental group practices

H. Family planning services

I. Home health services

J. Medical group practices

K. Rehabilitation services

L. Other providers of outpatient services
=15~
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4. Major professional categories of providers such as
physicians, nurses, psychiatrists, psychologists,
dentists, etc.
5. Health Maintenance Organizations
6. Areawide planning agencies
7. Public health departments
8. Departments of social services
9. Local employment agencies
10. Police departments
11. Other providers

STANDARD II-04, UTILIZATION OF REGIONALIZED HEALTH
SERVICES

Applications for certificate of need approval

for equipment, services, etc. that are regional in
scope shall be supported by letters of intent from
potential institutional users and other appropriate
providers of the service to enter into agreements
with the applicant to use the regionalized service.

STANDARD II-05, SHELLED IN SPACE:

Shelled in space shall not be allowed. The dis-

allowance of shelled in space shall not preclude
a consideration of additional structural prepara-
tions (as, for example, heavier footings) to ac-
commodate future expansion when such expansion

is warranted on the basis of documented projec-

tions contained in the hospital's long-range
plan.

STANDARD II-06, MEDICAL ARTS BUILDINGS

Applications for a certificate of need to pur-
chase, construct, modernize, renovate or ex-
pand a medical arts building shall provide
full written documentation of the purchase,
construction, renovation and operational costs
of the proposed unit. The applicant shall in-
clude both direct and indirect costs, i.e.,
personnel, maintenance agreements, etc. Pro-
jections of anticipated revenues during the
first two years of operation shall be supplied
with the certificate of need applications.

-16-
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The costs of the purchase, construction, reno-
vation, expansion and operation of the proposed
medical arts building shall be fully underwritten
by charges to users and shall not be financed,
directly or indirectly, in whole or in part by
charges to patients.

GUIDELINES

GUIDELINE II-0l, CERTIFICATE OF NEED - FACTORS IN
ASSESSMENT

In making determinations on requests for cer-
tificate of need approval "there shall be taken
" into consideration (a) the availability of
facilities or services which may serve as al-
ternatives or substitutes, (b) the need for
special equipment and services in the area,

(c) the possible economies and improvement

in services to be anticipated from the opera-
tion of joint central services, (d) the ade-
quacy of financial resources and sources of
present and future revenues, (e) the avail-~
ability of sufficient manpower in the several
professional disciplines, and (f) such other 7
factors as may be established by regulation..."

GUIDELINE II-02, ALTERNATIVES TO INPATIENT CARE

No inpatient capital program shall be approved
for a certificate of need unless appropriate
alternatives to inpatient care and their economic
feasibility have been examined and their evalua-
ation documented.

GUIDELINE II-03, COST EFFICIENCY

Priority consideration shall be given to actions
which promote cost effective measures. Determina-
tion of whether a proposed action promotes cost
effectiveness requires an analysis of the impact
of a proposed action on projected payment rates
in the applicant institution itself and upon

its neighboring related institutions. Consid-
eration should be given to a projection of pay-
ment rates with facilities of comparable size
and service array statewide and in the health
service area in which the facility is located
and in the local service area served by the
applicant.

7 Chapter 136, N.J.S.A. 26:2H-8.
.—17_
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GUIDELINE II-04, COSTS OF PARKING GARAGES AND
PARKING LOTS

Applications for a certificate of need to pur-
chase, construct, modernize, renovate or expand
a parking lot and/or parking garage should pro-
vide full written documentation of the purchase,
construction and operational costs of the pro-
posed unit including land acquisition and build-
ing demolition related thereto. The applicant
should include both direct and indirect costs.
In addition, costs related to the remodeling

or renovation thereof should be included.
Projections of anticipated revenues during

the first two years of operation should be
supplied with the certificate of need appli-
cation.

To the greatest extent possible, the costs of
purchase, construction, renovation, expansion
and operation of the proposed parking lot and/
or parking garage should be fully underwritten
by charges to users and should not be financed,
directly or indirectly, in whole or in part by
charges to patients.

-18-
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III. OCCUPANCY
STANDARDS

STANDARD III - 01, OCCUPANCY RATES BY SERVICE

The desired occupancy rates (based on licensed
beds) for an acute general hospital by service
category shall be:

Medical/surgical 90%
Obstetrics 75%
Pediatrics 75%

STANDARD III - 02, ADDITION OF BEDS, PEDIATRICS

Beds constructed as part of a pediatrics unit
shall have the capacity to be used for medical/
surgical services. No expansion of medical/
surgical beds shall be allowed in facilities
where the utilization of existing pediatrics
beds is less than 75 percent unless specific
architectural barriers can be cited to their
hindrance of quality patient care or where
their uge cannot be changed. Beds must be
shifted from their use for pediatrics ser-
vices to use for medical/surgical patients

to bring their occupancy rates up to 75 per-
cent before expansion of medical/surgical
beds will be considered.

Before the expansion of a pediatrics unit
is considered by the above criteria, an
evaluation of regional need will be made
to determine if the applicant's claim to a
need for additional beds of this type can
be met by a facility whose patient origins
are in similar communities to that of the
applicant facility. Meeting the need for
additional beds through this method will
have priority.

STANDARD III - 03, ADDITION OF BEDS, "CLEAN" OB/GYN
UNITS

Beds constructed as part of "clean" OB/GYN
units shall have the capacity to be used for
medical/surgical services. No expansion of
medical/surgical beds shall be allowed in
facilities where the utilization of existing

-19-
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OB/GYN beds is less than 75 percent unless
specific architectural barriers can be cited
to their hindrance of guality patient care

or where their use cannot be changed. Beds
must be shifted from their use of OB/GYN
services to use for medical/surgical patients
to bring their occupancy rates up to 75 per-
cent before expansion of medical/surgical
beds will be considered.

Before the expansion of OB/GYN units is con-
sidered by the above criteria, an evaluation
of regional need will be made to determine
if the applicant's claim to a need for addi-
"tional beds of this type can be met by a
facility whose patient origins are in
similar communities to that of the applicant
facility. Meeting the need for additional
beds through this method will have priority.

STANDARD III - 04, CONSOLIDATION

Consolidation which would require the expan-
sion of a pediatrics or OB/GYN unit must be
supported by letters of agreement between
the applicant facility and other facilities
in its service area to use the proposed con-
solidated unit prior to filing any request
for a Certificate of Need to expand these
types of beds at the applicant facility. The
consolidation action must be in compliance
with appropriate plans for consolidation of
services developed by the Health Systems
Agency in which the action is proposed.

STANDARD III - 05, OCCUPANCY RATES, ADDITION OF BEDS

If an applicant submits a request for a certi-
ficate of need to permit it to add beds to an
existing facility or to construct a new
facility, it will be required to submit docu-
mentation demonstrating an occupancy history
which meets the occupancy standards delineated
in Standard III-01. The following policies
shall apply to such requests:

A, If in the previous two quarterly report-
ing periods the occupancy rates in a
facility falls below an average of 90
percent for its medical/surgical beds,

-20-
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75 percent for its pediatric beds and

75 percent for its obstetric beds, the
addition of beds within the service

type which is not achieving desired
occupancy levels will be denied certifi-
cates of need.

If in the previous two quarterly report-
ing periods the occupancy rates in a
hospital service area as defined by the
New Jersey State Department of Health
falls below an average of 90 percent for
its medical/surgical beds, 75 percent
for obstetric beds, and 75 percent for
pediatric beds, the addition of beds in
the service type which is not achieving
desired occupancy levels will be denied
certificates of need.

GUIDELINE III - 01, EXCEPTIONS TO STANDARD III - 05,

OCCUPANCY RATES, ADDITION OF BEDS

Exceptions to Standard III-05 regarding occu-
pancy levels may be examined under the
following conditions:

1. Identification of a population in a
rural area whose travel time under
normal conditions places residents
more than 30-40 minutes from their
place of origin to the nearest
general hospital offering needed
medical, surgical, pediatrics and
obstetrical care (independent of
the availability of more specialized
tertiary services), where Standards
I-01, 1I-02, I-03, and I-04 are met.

2. Individual communities whose resi-
dents must travel in excess of 30-40
minutes travel time under normal
conditions from their place of
origin to the nearest general hospi-
tal offering needed medical, surgi-
cal, pediatric, and obstetrical care
(independent of the availability of
more specialized tertiary services),
where Standards I-01, I1-02, I-03,
and I-04 are met.

-21-
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IV, PHYSICAL PLANT

STANDARDS

STANDARD IV-01, CERTIFICATE OF NEED REQUIREMENTS
FOR MODERNIZATION, RENOVATION OR NEW CONSTRUCTION

Applications for certificates of need to
modernize, renovate or initiate new con-
struction which is not directed toward
correcting life-safety code violations in
categories "A" and "B", M.F.P.A. (Life-
Safety Code 101) shall be denied until

such time that the applicant has filed

with the Department a plan of correction
and submitted a certificate of need to
correct existing violations in categories
"A" and "B", M.F.P.A. (Life-Safety Code 101)
cited by the Division of Licensure, Certifi-
cation and Standards.

No waivers shall be granted for life-safety
code violations in categories "A" and "B",
M.F.P.A. (Life-Safety Code 101).

STANDARD IV-02, CONSTRUCTION, MODERNIZATION,
RENOVATION

Plans for construction of proposed new
general hospitals or for modernization
or renovation of existing facilities
shall meet requirements defined under
H.R.A. 74-4000, "Minimum Requirements of
Construction and Equipment for Hospitals
and Medical Facilities".

STANDARD IV-03, NON-CONFORMING BEDS

Within five years of the effective date

of approval of the policies delineated

in this document, all beds which are non-
conforming under Category "A" life safety
regulations in licensed hospital facilities
and for which no certificate of need for
facility renovation to bring said beds into
total conformity with State licensing require-
ments has been obtained shall be removed

from service. All such beds which have not
been approved for renovation and upgrading
through the certificate of need process within
one year of the effective date of approval of
the policies delineated herein shall be de-
leted from the State Plan inventory of beds.
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