
provision does not require that the budget identify item by item the components of 
each anticipated income or expense. 
 
(3)  The plan must provide for capital expenditures for at least a 3-year period, 
including the year in which the operating budget specified in paragraph (d)(2) of 
this section is applicable. 
 
(4)  The plan must include and identify in detail the objective of, and the 
anticipated sources of financing for, each anticipated capital expenditure in excess 
of $600,000 (or a lesser amount that is established, in accordance with section 
1122(g)(1) of the Act, by the State in which the hospital is located) that relates to 
any of the following: 

 
(i)   Acquisition of  land; 
 
(ii)  Improvement of land, buildings, and equipment; or 
 
(iii)The replacement, modernization, and expansion of buildings and 

equipment. 
 
Survey Procedures §482.12(d) 
 
Verify that an institutional plan and budget exist, includes items 1-4, and complies with all 
items in this standard. Do not review the specifics or format in the institutional plan or the 
budget. 
 
 
A-0074 
(Rev. 37, Issued:  10-17-08; Effective/Implementation Date:  10-17-08) 
 

§482.12(d)(5) The plan must be submitted for review to the planning agency 
designated in accordance with section 1122(b) of the Act, or if an agency is not 
designated, to the appropriate health planning agency in the State. (See Part 100 of 
this title.)  

 
Survey Procedures §482.12(d)(5) 
 
Determine that the hospital’s plan for capital expenditures has been submitted to the 
planning agency designated to review capital expenditures.  In certain cases facilities used 
by HMO and CMP patients are exempt from the review process. 
 
 
A-0075 
(Rev. 37, Issued:  10-17-08; Effective/Implementation Date:  10-17-08) 
 

§482.12(d)(5)  (Continued) 
 
A capital expenditure is not subject to section 1122 review if 75 percent of the 
health care facility’s patients who are expected to use the service for which the 
capital expenditure is made are individuals enrolled in a health maintenance 
organization (HMO) or competitive medical plan (CMP) that meets the 
requirements of section 1876(b) of the Act, and if the Department determines that 
the capital expenditure is for services and facilities that are needed by the HMO or 
CMP in order to operate efficiently and economically and that are not otherwise 
readily accessible to the HMO or CMP because-- 

 



(i)  The facilities do not provide common services at the same site; 
 
(ii)  The facilities are not available under a contract of reasonable duration; 
 
(iii)  Full and equal medical staff privileges in the facilities are not available; 
 
(iv)  Arrangements with these facilities are not administratively feasible; or 
 
(v)  The purchase of these services is more costly than if the HMO or CMP 

provided the services directly. 
 
 
A-0076 
(Rev. 37, Issued:  10-17-08; Effective/Implementation Date:  10-17-08) 
 

§482.12(d)(6) The plan must be reviewed and updated annually 
 
Survey Procedures §482.12(d)(6) 
 
Verify that the plan and budget are reviewed and updated annually. 
 
 
A-0077 
(Rev. 37, Issued:  10-17-08; Effective/Implementation Date:  10-17-08) 
 

§482.12(d)(7) The plan must be prepared-- 
 

(i)   Under the direction of the governing body; and 
 
(ii)  By a committee consisting of representatives of the governing body, the 

administrative staff, and the medical staff of the institution. 
 
Survey Procedures §482.12(d)(7) 
 
Verify that the governing body, administrative staff, and medical staff have participated in 
the development of the institutional plan and budget. 
 
 
A-0083 
(Rev. 37, Issued:  10-17-08; Effective/Implementation Date:  10-17-08) 
 
§482.12(e) Standard:  Contracted Services 
 
The governing body must be responsible for services furnished in the hospital whether 
or not they are furnished under contracts.  The governing body must ensure that a 
contractor of services (including one for shared services and joint ventures) furnishes 
services that permit the hospital to comply with all applicable conditions of 
participation and standards for the contracted services. 
 
Interpretive Guidelines §482.12(e) 
 
The governing body has the responsibility for assuring that hospital services are provided in 
compliance with the Medicare Conditions of participation and according to acceptable 
standards of practice, irrespective of whether the services are provided directly by hospital 
employees or indirectly by contract.  The governing body must take actions through the 
hospital’s QAPI program to:  assess the services furnished directly by hospital staff and 


