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§484.105(h) Standard: Institutional planning.

The HHA, under the direction of the governing body, prepares an overall plan and a
budget that includes an annual operating budget and capital expenditure plan.

(1) Annual operating budget. There is an annual operating budget that includes all
anticipated income and expenses related to items that would, under generally
accepted accounting principles, be considered income and expense items. However,
it is not required that there be prepared, in connection with any budget, an item by
item identification of the components of each type of anticipated income or expense.

(2) Capital expenditure plan. (i) There is a capital expenditure plan for at least a 3-
year period, including the operating budget year. The plan includes and identifies
in detail the anticipated sources of financing for, and the objectives of, each
anticipated expenditure of more than $600,000 for items that would under generally
accepted accounting principles, be considered capital items. In determining if a
single capital expenditure exceeds $600,000, the cost of studies, surveys, designs,
plans, working drawings, specifications, and other activities essential to the
acquisition, improvement, modernization, expansion, or replacement of land, plant,
building, and equipment are included. Expenditures directly or indirectly related to
capital expenditures, such as grading, paving, broker commissions, taxes assessed
during the construction period, and costs involved in demolishing or razing
structures on land are also included. Transactions that are separated in time, but
are components of an overall plan or patient care objective, are viewed in their
entirety without regard to their timing. Other costs related to capital expenditures
include title fees, permit and license fees, broker commissions, architect, legal,
accounting, and appraisal fees; interest, finance, or carrying charges on bonds,
notes and other costs incurred for borrowing funds.



(ii) If the anticipated source of financing is, in any part, the anticipated payment
from title V (Maternal and Child Health Services Block Grant) or title XVIII
(Medicare) or title XIX (Medicaid) of the Social Security Act, the plan specifies the
following:

(A) Whether the proposed capital expenditure is required to conform, or is
likely to be required to conform, to current standards, criteria, or plans
developed in accordance with the Public Health Service Act or the Mental
Retardation Facilities and Community Mental Health Centers Construction
Act of 1963.

(B) Whether a capital expenditure proposal has been submitted to the
designated planning agency for approval in accordance with section 1122 of
the Act (42 U.S.C. 1320a-1) and implementing regulations.

(C) Whether the designated planning agency has approved or disapproved
the proposed capital expenditure if it was presented to that agency.

(3) Preparation of plan and budget. The overall plan and budget is prepared under
the direction of the governing body of the HHA by a committee consisting of
representatives of the governing body, the administrative staff, and the medical staff
(if any) of the HHA.

(4) Annual review of plan and budget. The overall plan and budget is reviewed and
updated at least annually by the committee referred to in paragraph (i)(3) of this
section under the direction of the governing body of the HHA.



