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Note: Chapter HSS 123 was created as an emergency rule effective January 1, 1984. 

HSS 123.01 Authority and purpose. This chapter is promulgated under 
the authority of s. 150.03, Stats., to implement subchs. I and III of .ch. 
150, Stats. Its purpose is to provide definitions, standards and proce
dures to be used by the department to implement the capital expenditure 
review program for hospitals, ambulatory surgery centers and other 
acute health care facilities, and for home health agencies, established by 
subch. III of ch. 150, Stats. That program is primarily directed at con
tainment of health care costs, but also seeks to promote orderly and cost
effective development of efficient health facilities and services and to pre
vent unwarranted expansion or replacement in the health care industry. 
The department recognizes that the scaling down of hospital operations, 
development of alternatives for excess bed capacity, conversion of ser
vices from inpatient to outpatient and the enhancement of price compe
tition both among hospitals and between hospitals and health care pro
viders not regulated by the department are ways in which cost 
containment may be achieved. 

History: Cr. Register, March, 1985, No. 351, eff. 4-1-85. 
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HSS 123.02 Applicability. (1) This chapter applies to any application 
declared complete by the department on or after the effective date of this 
chapter. Interim rules adopted under s. 2020 (11) (b) of 1983 Wisconsin 
Act 27 apply to projects declared complete prior to April 1, 1985. 

(2) This chapter applies to any person who proposes to: 

(a) Obligate for a capital expenditure, by or on behalf of a hospital, 
that exceeds either of the following limits, as adjusted by the department 
under s. 150.15, Stats., ands. HSS 123.04 (3); 

1. $1,000,000; or 

2. $1,500,000 in either of the following situations: 

a. The project is limited to the conversion to a new use of part or all of 
an existing hospital building; or 

b. The project is limited to the renovation of an existing hospital build
ing. This subparagraph does not apply to new construction or building 
additions; 

(b) Before July l, 1986, undertake a substantial change in a health 
service; 

(bm) On or after July 1, 1986, implement an organ transplant pro
gram, burn center, neonatal instensive care program, cardiac program or 
air transport services, or add psychiatric or chemical dependency beds; 

( c) Obligate for an expenditure, by or on behalf of a hospital, indepen
dent practitioner, partnership, unincorporated medical group or service 
corporation for clinical medical equipment that exceeds $1,000,000, as 
adjusted by the department under s. 150.15, Stats., and s. HSS 123.04 
(3); 

( d) Purchase or otherwise acquire a hospital; 

(e) Add to a hospital's approved bed capacity; or 

(f) Construct or operate an ambulatory surgery center or a home 
health agency. 

History: Cr. Register, March, 1985, No. 351, eff. 4-1-85; correction in (1) made under s. 
13.93 (2m) (b) 14, Stats., Register, March, 1986, No. 363; am. (2), Register, Janury, 1987, 
No. 373, eff. 2-1-87. 

HSS 123.03 Definitions. In this chapter: 

( 1) "Acquire" means to gain ownership but does not include consolida
tion or merger of 2 or more corporations each of which owns a currently 
approved and operating hospital if the consolidation or merger is without 
consideration. In this subsection, "consideration" means something of 
value given or promised that has the effect of making an agreement a 
legally enforceable contract. 

(2) "Affected party" means the applicant, a health systems agency or 
other local planning agency, a governmental agency, another person pro
viding similar services in the applicant's service area, the public to be 
served by the proposed project, a 3rd-party payer or any other person 
who the department determines is affected by an application for ap
proval of a project. 
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2. Head scan with contrast, 1.25; 

3. Head scan combined, 1.75; 

4. Body scan without contrast, 1.50; 

5. Body scan with contrast, 1.75; 

6. Body scan combined, 2.75; and 

7. Any spine scan, 3.00. 

( c) "Residual salvage value" means the estimated amount for which 
the CT equipment can be sold, less any dismantling, removal or other 
costs, when retired from operation. 

( d) "Scan" means the series of images or slices necessary for CT diag
nosis of one anatomical area. 

(3) NEED FOR COMPUTED TOMOGRAPHY SERVICES. The department 
shall not approve an application for fixed-base CT equipment unless the 
applicant demonstrates that: 

(a) It has an approved bed capacity of at least 100 beds, or demon
strates to the department's satisfaction that there are clinical and finan
cial justifications for waiving this requirement; 

(b) I ts 3-year projected utilization uses the methodology found in ap
pendix B or another nationally recognized projection methodology. The 
applicant shall provide a rationale for all assumptions used in the utiliza
tion calculations. Justifiable modifications for changes in the inpatient to 
outpatient ratio may be used; · 

(c) The proposed equipment will perform 1,500 HECTs the first year 
of operation, 1,750 HECTs the second year of operation and 2,000 
HECTs every year thereafter; and 

( d) The projected changes for the proposed service and, where applica
ble, any physician charges are comparable to charges for similar services 
provided in similar settings. 

(4) MOBILE CT SERVICES. (a) For an application relating to a mobile 
CT service, the applicant shall be the person acquiring the CT equip
ment. 

(b) The applicant shall meet the standards under sub. (3) (b) to (d). 

(5) MULTIPLE SCANNER INSTALLATIONS. The department shall not ap
prove an application for additional CT. equipment unless: 

(a) The existing CT scanner performed 4,000 or more HECTs during 
the 12-month period preceding the date of application; 

(b) The applicant provides the department with a 3-year utilization 
history of the existing scanner; and 

( c) The applicant meets the standards under sub. ( 3) for the additional 
scanner. 

(6) EQUIPMENT REPLACEMENT. (a) The department shall not approve 
an application for a replacement scanner unless the applicant demon
strates that: 
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1. The highest residual salvage value from among three bids for the 
replaced equipment has been obtained, and this value has been applied 
toward the purchase of new equipment; and 

2. The original scanner will not be used by the applicant after the expi
ration of the 6-month transition period. The 6-month transition period 
shall begin on the operational date of the replacement scanner. 

(b) The replaced original scanner shall be considered additional CT 
equipment for purposes of this review. An applicant using the original 
scanner after the replacement scanner's 6-month transition period has 
expired shall submit an application for its approval under this chapter. 

History: Cr. Register, March, 1985, No. 351, elf. 4-1-85. 

HSS 123.20 Air ambulance transport service criteria. (1) USE. The crite
ria set out in this section shall be used by the department to review appli
cations relating to air ambulance services. The applicable criteria of s. 
HSS 123.13 shall also be used in the review of applications subject to this 
section. 

(2) DEFINITION. In this section, "air ambulance" means any aircraft 
qualifying as a small aircraft under federal aviation administration regu
lations or an aircraft operated under authority of 14 CFR 135 which is 
specifically designed, constructed, modified or equipped to be used for 
the transportation of an ill or injured person. 

(3) PLANNING AREAS. For the purpose of this section, there shall be 2 
planning areas in the state. Area I shall consist of health planning areas 2 
and 4. Area II shall consist of health planning areas 1, 3, 5, 6, and 7. 

(4) NEED FOR AIR AMBULANCE TRANSPORT SERVICES. The department 
shall not approve an application relating to an air ambulance service un
less there is need for the service. To establish need, the applicant shall 
demonstrate that: 

(a) The service is likely to make life-saving differences for patients 
with acute conditions; 

(b) The annual number of patients in the planning area with illness or 
injury requiring intervention and transport and for whom transport time 
is crucial is sufficient to justify the service. In making that determina
tion, the department shall consider: 

1. The origin, by hospital or sending site, and diagnosis of the patients 
to be transported; and 

2. The availability and adequacy of existing land transport services; 
and · 

( c) The air ambulance service will be cost-effective. In making this de
termination, the department shall consider: 

1. The number and job functions of personnel to be assigned to the air 
ambulance transport service; 

2. The direct and indirect costs of providing the service, including ex
penses of personnel, equipment, facilities and supportive services; 

3. The applicant's ability to recover the costs of the service through 
collection of reasonable charges for the service; and 
Register, March, 1985, No. 351 
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(5) REQUIRED RESOURCES. (a) The department shall not approve an 
application unless the applicant demonstrates that: ' 

1. Appropriately trained personnel necessary for the treatment and 
transport of critically ill patients are available; 

2. Appropriately trained personnel are available in the hospital to 
which patients are transported for the diagnosis and treatment of criti
cally ill patients; and 

3. Additional equipment and personnel resources required for licensure 
by the department as an ambulance under s. 146.50, Stats., and ch. H 20 
[HSS 110] are available. 

(b) If the applicant is not the hospital to which patients are trans
ported, the applicant shall have a written agreement with the hospitals 
named in the application. The agreement shall state that the hospitals 
will: 

1. Accept patients transported by the applicant; and 

2. Provide, either singly or in combination, the personnel required 
under par. (a) 2. 

(6) COMPETING APPLICATIONS. If applicants undergoing concurrent re
view meet the requirements of subs. (4) and (5), the department shall 
approve the project determined most faasible after a review of the follow
ing considerations: 

(a) The number of specialized services in the project's receiving hospi
tal or hospitals, such as a burn unit, pediatric intensive care unit and 
organ transplantation services; 

(b) The intensive care capability of the project's receiving hospital or 
hospitals in terms of specialized units, number of beds and staffing; 

( c) The specialized operating room capability of the receiving hospital 
or hospitals; and 

( d) The higher intensity index as established under medicare, 42 USC 
1395. 

(7) DEMONSTRATION PERIOD. (a) Notwithstanding s. HSS 123.08 (9), 
the department may require, as a condition of approval, that a new air 
ambulance transport service operate for a demonstration period of at 
least one year but not more than 2 years. 

(b) For the demonstration period: 

1. The applicant shall agree to collect and maintain patient transport 
data and any other data required by the department in a form that can 
be evaluated by using acceptable statistical techniques; 

2. The applicant shall establish a cost center for all direct costs associ
ated with the service. The applicant shall also establish procedures which 
incorporate full cost accounting methods for allocating any indirect 
costs; and 

3. The applicant shall obtain licensure as required under s. 146.50, Stats., 
and ch. H 20 [HSS 110]. 
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( c) The department may recommend to the rate-setting authority that 
any directs costs not covered by the revenue generated by this service 
not be included in any request for approval of rate increases. 

(d) An approval may be revoked if: 

1. The conditions established under par. (b) have not been met; or 

2. An evaluation of the data collected in par. (b) demonstrates the ap
plicant's inability to meet the criteria in subs. ( 4) and (5). 

(8) No ADDITIONAL APPROVALS. Upon approval of an air ambulance 
service in a planning area, no additional applications for an air ambu
lance service in that planning area may be approved by the department 
unless the existing service has met the conditions of approval and the 
demonstration period is no longer in effect. 

History: Cr. Register, March, 1985, No. 351, eff. 4-1-85. 

HSS 123.21 Home health agency criteria. (1) USE. The criteria set out in 
this section shall be used by the department to review applications for 
the operation of home health: agencies. The applicable criteria of s. HSS 
123.13 shall also be used in the review of applications subject to this sec
tion. 

(2) DEFINITIONS. In this section: 

(a) "Acute care hospital discharges under age 65" means the number 
of discharges of patients under age 65 from hospitals to home or self-care 
or to home care provided by a home health agency as reported on the 
most recent hospital discharge survey conducted by the department. 

(b) "Home health agency" has the meaning specified ins. HSS 133.02 
(3). 

( c) "Population age 65 and over" means the estimated population of 
persons age 65 and over not residing in institutions, as reported by the 
state department of administration. 

(d) "Service area" means the counties designated by the applicant 
within which the proposed services are to be delivered. 

( e) "Therapy service" means physical, occupational, speech or other 
therapy, medical social service, home health aide service, or any other 
medically oriented service except skilled nursing care. 

(f) "Unduplicated admissions" means the number of patients served 
by a home health agency during a calendar year regardless of the number 
of times an individual was admitted to the agency during the year, as 
reported to the department. 

(3) NEED FOR SERVICES. (a) Unserved population in need of service. The 
department shall not approve an application for the operation of a home 
health agency unless the unserved population in need of service in the 
county as calculated under this paragraph exceeds 100 people. The de
partment shall calculate the unserved population in need of service in a 
county by subtracting the population currently being served in the 
county from the population base in need of service in the county. 
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existing data collection mechanisms shall be used to obtain this informa
tion. 

(b) Approved bed capacity shall be consistent with information on file 
with other bureaus in the department and survey results including the 
department's annual survey of hospitals. 

History: Cr. Register, March, 1985, No. 351, elf. 4-1-85;am. (1) and (2) (b), Register, Janu
ary, 1987, No. 373, elf. 2-1-87. 
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