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SUMMARY:

Senate Bill 672 would amend Part 222 (Certificates of Need) of the Public Health Code to raise
the threshold amount for capital expenditures to be considered covered capital expenditures
to $10.0 million and modify two definitions regarding psychiatric beds.

Currently under the code, a person must obtain a construction permit from the Department
of Licensing and Regulatory Affairs (LARA) when working on certain health facility
projects with a capital expenditure of $1.0 million or more, and other projects as LARA
determines necessary to protect the public health, safety, and welfare. If a project requires
a construction permit for either of these reasons but does not require a certificate of need
(CON), LARA must require the applicant to submit information LARA deems necessary
to assure that the capital expenditure for the project is not a covered capital expenditure.

Certificate of need is defined in the code as a certificate issued under Part 222
(Certificates of Need) authorizing a new health facility, a change in bed capacity,
the initiation, replacement, or expansion of a covered clinical service, or a covered
capital expenditure that is issued in accordance with Part 222.

Covered capital expenditure is defined as a capital expenditure of $2.5 million or
more, as adjusted annually by the Department of Health and Human Services
(DHHS),! by a person for a health facility for a single project, excluding the cost of
nonfixed medical equipment, that includes or involves the acquisition,
improvement, expansion, addition, conversion, modernization, new construction,
or replacement of a clinical service area.

The bill would raise the threshold for a capital expenditure to be considered a covered
capital expenditure to $10.0 million or more, adjusted annually.

Under the code, a person cannot make a change in bed capacity of a health facility or initiate,
replace, or expand a covered clinical service without first obtaining a certificate of need.

1 1 The adjusted threshold amount for 2020 is $3,375,000. See MDHHS - Capital Expenditure Threshold for 2020
(michigan.gov)
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Currently, the term change in bed capacity means one of the following:

e An increase in licensed hospital beds.

e An increase in licensed nursing home beds or hospital beds certified for long-term care.
e An increase in licensed psychiatric beds.

The bill would amend the third category so that it would include an increase in licensed
psychiatric beds if the increase was at a location in a county that had a population of more than
40,000. according to the most recent federal decennial census.

Additionally, covered clinical service under the code currently includes services such as certain
neonatal services, open heart surgery, and certain radiation and surgery services. The bill would
amend one of the categories—initiation or expansion of a specialized psychiatric program for
children and adolescent patients utilizing licensed psychiatric beds—so that it would apply in
a county that had a population of more than 40,000, according to the most recent federal
decennial census.

The bill would also remove initiation, replacement, or expansion of air ambulance services
from the “covered clinical service” category, beginning June 1, 2021.

MCL 333.22203

Senate Bill 672 is tie-barred to Senate Bills 669 and 671, meaning it could not take effect unless
those bills were also enacted.

FISCAL IMPACT:

Senate Bill 672 would have fiscal implications for the certificate of need (CON) program under
DHHS. CON services and related costs would be reduced, as well as revenue to the CON
program. Current fees for a CON for a covered capital expenditure may be from $8,000 to
$15,000, and for a CON related to psychiatric beds may be from $3,000 to $15,000. The bill
may also have fiscal implications for health care costs in Michigan, which are
indeterminate. Currently the CON program is funded at $2.8 million and is solely supported
by revenue from CON fees. The FY 2019 CON Annual Activity Report shows the total number
of approved CONSs for covered capital expenditure projects ranged from 32 to 65 from 2015-
2019, and the total number of approved CONs for changes in bed capacity projects (for all
beds) ranged from 26 to 42 from 2015-2019.

POSITIONS:

The following entities indicated opposition to the bill (12-15-20):
e Pine Rest Christian Mental Health Homes
e Economic Alliance for Michigan
e Michigan Manufacturers Association

Legislative Analyst: Jenny Mclnerney
Fiscal Analyst: Susan Frey

m This analysis was prepared by nonpartisan House Fiscal Agency staff for use by House members in their
deliberations, and does not constitute an official statement of legislative intent.
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