


Background and
History

« CON programs began in the 1960s

1974 Congress enacted the Federal
Health Planning and Resources
Development Act, offering federal
funds conditioned on compliance
with state health planning laws

 Federal Act was repealed and
federal funds were terminated
effective 1987, at the same time
states began to deregulate




State CON Experience

 All fifty states and the District of
Columbia have experimented
with CON-type laws or
regulations in the last 50 years

e Currently, 36 states and DC
have CON programs in place

» 14 states have repealed
previously enacted CON laws



Duration of CON Regulation by State
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Scope of
CON Programs

* Nature and scope of state CON programs vary
dramatically

« Alaska regulates the most facilities/activities/types
of equipment (26); Ohio regulates the fewest (1)

« Most commonly regulated facilities/activities/types
of equipment include:

— acute care (27) — rehabilitation (26)

— ambulatory surgery centers (27) — intermediate care (25)
— psychiatric (27) — open heart (25)

— cardiac catheterization (26) — radiation therapy (24)

— neo-natal intensive care (26) — PET scanners (23)
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Scope of
CON Programs

o 30 programs = “comprehensive programs”
covering a range of facilities, some
specialized or tertiary medical services,
and most major medical equipment

e 7 programs = “long term care programs”
focusing on regulation of home health
services, intermediate care facilities,
psychiatric services, rehabilitative services,
residential care facilities, and other long
term care services and facilities




Review Thresholds

Review thresholds = expenditures which trigger review

Most states have multiple thresholds, with different triggers for
capital expenditures, major medical equipment purchases, and
addition of services

Alaska has a single threshold, reviewing all capital expenditures,
major medical equipment purchases, and additions of new
services of over $1M in value

A few states review only one or two of these classes of activities,
e.g. Delaware reviews any capital expenditure or purchase of
major medical equipment of more than $5M but does not review
any addition of new services

Florida has no review threshold, requiring review of all capital
expenditures, major medical equipment purchases and additions
of new services



Review Thresholds by State
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CON Fees

» 34 states and the District of Columbia charge fees for
review of CON applications

— Many states charge a proportional fee, ranging from 0.1% of
project cost with a min. of $1,000 to 1.0% of project cost,
with a min. of $1,000 and max. of $20,000

— Some states charge a flat fee ranging from $200 to $1000

— Other states use a combination approach, charging an initial
flat fee plus an additional fee based on a percentage of the
project cost

— LA charges a flat fee of $10 per bed
 Maryland has no CON fee but does charge an annual

user fee based on revenue and admissions for hospitals
and nursing homes

» Alaska has no CON fee of any type




CON Program Fees by State
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Costs and Revenues
of Selected States

Three states responded to questions concerning
costs and revenues associated with CON programs

— FL’s total operating costs = $1.4M, total revenues
= $2.5M

— MI’s total operating costs = $1.2M, total revenues
= $1.3M

— MO'’s total operating costs = $160,000, total
revenues = $460,000

» Costs included expenses associated with staffing,
office space and processing applications

* Revenues included amounts collected from fees,
sale of copies and other miscellaneous sources

» EXxcess revenues generally roll into agency reserve
funds or state general fund



Deregulation - State
Experiences after CON

14 states have repealed CON laws since 1983,

iIncluding AZ, CA, CO, ID, IN, KS, MN, NM, ND, PA,
SD, TX, UT, and WY.




Deregulation - State
Experiences after CON

« California has “relinquished a direct planning role in favor of
requiring health care facilities to provide comprehensive and
detailed data about health care delivery and costs; this transition
also required the state to provide information to the public and to
the industry, leaving siting decisions to ‘the market.” The only
remaining direct regulatory role had to do with facility safety (i.e.
building standards).”

« California has noticed that “new hospital construction has
followed concentrations of available resources, with denser,
affluent areas experiencing new construction and poorer, rural
areas seeing their facilities close or reduce services.”

« California has experienced “no recent legislative attempts to
reassert state control over facility siting and construction.”
However, there have “been steady additions in legislative
requirements to increase facility reporting.”

Source: Jonathan Teague, Healthcare Information Resource Center, Healthcare Information Division,
Office of Statewide Health Planning and Development.




Deregulation - State
Experiences after CON

* InIdaho, “a number of specialty
nospitals” have been bullt or have

peen proposed for construction in
the near future

 The ldaho Hospital Administration is
drafting legislation for the upcoming
legislative session to reintroduce
CON In light of their recent
experiences with hospital expansion

Source: Richard Schultz, Idaho Department of Health and Welfare




Deregulation - State
Experiences after CON

 Indiana has experiences “a growth in
specialized hospitals” but no extensive
addition of new hospital beds

 Indiana has experienced “a great increase
In cost more due to the lack of a rate
review committee”

* “l would recommend that a state maintain
Its rights to collect data to track these
statistics. In Indiana, ISDH lost its authority
to collect surveys of specialized services
and to examine costs” — Tom Reed, IDSH

Source: Tom Reed, Indiana State Department of Health




Conclusion

« CON programs are diverse

o States’ experiences have varied
widely

 Post-CON experiences have
been mixed




