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SUMMARY

The Washington Supreme Court held that the Washington State Department of Health exceeded its

statutory authority by adopting a rule broadly defining hospital ownership changes subject to

certificate-of-need review. The rule covered any direct or indirect change in control, including changes

in stock ownership or a hospital board of directors, beyond the statutory terms sale, purchase, or lease.

The court affirmed the invalidation of the rule.
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The Washington State Hospital Association challenged the Department
of Health's rule defining hospital ownership changes subject to
certificate-of-need review. The Thurston County Superior Court
invalidated the rule as exceeding the department's statutory authority.

The department appealed directly to the Washington Supreme Court.

De novo review applies because, in reviewing administrative action,
the Supreme Court sits in the same position as the superior court.
Questions of statutory interpretation are also reviewed de novo.
Agency rules are presumed valid, and the challenger bears the burden

of proving invalidity.
Published Washington Supreme Court en banc opinion; precedential.
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QUESTIONS PRESENTED

1. Whether the Department of Health exceeded its statutory authority by promulgating a rule defining

"sale, purchase, or lease" of a hospital to include any direct or indirect change in control.

2. Whether the Department's New Rule was invalid under the Washington Administrative Procedure Act
because it was inconsistent with RCW 70.38.105(4)(b).

HOLDINGS

1. The Department of Health exceeded its statutory authority because its rule defining "sale, purchase, or
lease" to include any transaction producing a direct or indirect change in hospital control was too broad
and inconsistent with RCW 70.38.105(4)(b). The rule was therefore invalid.

KEY QUOTATIONS

“However, "[a]dministrative rules or regulations cannot amend or change legislative enactments."” (5)

“We hold that the department exceeded its statutory authority in promulgating the New Rule and the New

Rule is consequentially invalid.” (7)

FACTUAL BACKGROUND

Washington's certificate-of-need program requires review of the sale, purchase, or lease of part or all of an
existing hospital. The Department of Health historically issued inconsistent determinations concerning whether
mergers and other changes in control were covered, and in 2013 it initiated rulemaking after the governor
directed it to consider modern health-care affiliations and corporate restructurings. The resulting rule defined
covered transactions as any transaction in which direct or indirect control of a hospital changes to a different
person, including affiliations, corporate membership restructurings, and any other transaction. The Association,
whose members included 98 Washington hospitals, challenged the rule because its broad language could reach

ordinary changes such as publicly traded stock ownership or hospital board composition.

PROCEDURAL HISTORY

The Department of Health adopted a rule defining the statutory terms "sale, purchase, or lease" to include any
transaction causing a direct or indirect change in control of part or all of an existing hospital. The Association
challenged the rule in Thurston County Superior Court, which held that the department exceeded its statutory
authority and invalidated the rule without reaching the Association's other arguments. The Department appealed

directly, and the Supreme Court granted review.
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