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Document No. 2718

DEPARTMENT OF HEALTH AND ENVIRONMENTAL CONTROL
CHAPTER 61

Statutory Authority: 44-7-110 et seq.

R. 61-15.  Certification of Need for Health Facilities and Services

Synopsis:
This amendment of R.61-15 will (1) increase the current Certificate of Need monetary review thresholds as recommended by the SC Health Planning Committee and (2) correct a typographical error contained in one of the ownership disclosure questions within the Certificate of Need application format.  See Discussion below and Statement of Reasonableness herein.  

Discussion of Revisions:

(1) Increase the current Certificate of Need monetary review thresholds as recommended by the S.C. Health Planning Committee.

SECTION AND CHANGE:

61-15.102.1.c

The monetary review threshold for a capital expenditure by or on behalf of a health care facility which requires Certificate of Need approval is increased from $1,000,000 to $2,000,000.

61-15.102.1.e

The monetary review threshold for the annual operating cost of a new service by a health care facility which requires Certificate of Need approval if no capital expenditure is made for the service is increased from $400,000 to $1,000,000.

(2) Correct a typographical error contained in one of the ownership disclosure questions within the Certificate of Need application format.

SECTION AND CHANGE:

61-15.202.2.b (8)(f)

The item should request the name and mailing address of all persons and/or legal entities claiming liabilities of the licensee or of the facility or service requested rather than an ownership interest. (The term ownership interest is used in a prior item in the Regulation and is incorrectly repeated in this item.)

Instructions:  Amend R.61-15 pursuant to each individual instruction provided with the text below.

Text:

R.61-15.102.1.c and e are revised to read:
Section 102.  Applicability


1.   A person or health care facility as defined in this Regulation is required to obtain a Certificate of Need from the Department of Health and Environmental Control before undertaking any of the following:



c.  An expenditure by or on behalf of a health care facility in excess of $2,000,000 which, under generally acceptable accounting principles consistently applied, is considered a capital expenditure except those expenditures exempted in Section 104.  The cost of any studies, surveys, designs, plans, working drawings, specifications, and other activities essential to the development, acquisition, improvement, expansion, or replacement of any plant or equipment must be included in determining if the expenditure exceeds the prescribed amount;


 e.   If no capital expenditure is made, the offering of any health service by or on behalf of a health care facility which has not been offered by the facility in the preceding twelve months and which has an annual operating cost in excess of $1,000,000 and for which specific standards or criteria are prescribed in the State Health Plan.   For purposes of this section, operating costs include expenditures incurred by the health care facility and any person or other entity on behalf of the health care facility to establish a new service.  A person or other entity shall not be allowed to incur costs thereby attempting to enable a health care facility to avoid Certificate of Need review and establish a new service as described above;

R.61-15.202.2.b(8)(f) is revised to read:
Section 202.  Application

2.  Application


b.   Part B.   Additional Information

 

(8)   Provide the following ownership information:




(f) Name and mailing address of all persons and/or legal entities claiming liabilities of the licensee or of the facility or service for which this Certificate of Need is requested to  include a schedule of percent and type of claim of each.

Preliminary Fiscal Impact:
There will be minimal cost to the state and its political subdivisions.  See Statement of Need and Reasonableness below.  

Statement of Need and Reasonableness:
  The Statement of Need and Reasonableness was determined by staff analysis pursuant to S.C. Code Section 1-23-115(C)(1)-(3) and (9)-(11):

DESCRIPTION OF REGULATION: R.61-15, Certification of Need for Health Facilities and Services
Purpose of Regulation Amendment:  This amendment will (1) increase the current Certificate of Need monetary review thresholds as recommended by the S.C. Health Planning Committee and (2) correct a typographical error contained in one of the ownership disclosure questions within the Certificate of Need application format.

Legal Authority:  S.C. Code Section 44-7-110 et seq.

Plan for Implementation:  The proposed amendments will make changes to and be incorporated into R.61-     15 upon approval of the General Assembly and publication in the State Register.  The proposed         amendments will be implemented in the same manner in which the existing regulations are implemented.

DETERMINATION OF NEED AND REASONABLENESS OF THE PROPOSED REGULATION AMENDMENT BASED ON ALL FACTORS HEREIN AND EXPECTED BENFITS:  On June 14, 2001, the Chairman of the S.C. Health Planning Committee recommended that the S.C. Board of Health and Environmental Control consider directing its staff to amend R.61-15 so as to increase the current Certificate of Need monetary review thresholds, which have been utilized since June 23, 1989.  The recommendation was based on the fact that there has been substantial inflation in health care building, equipment, and operational costs during the last decade.  

As a result of an analysis conducted by the Certificate of Need staff at the Department of Health and Environmental Control regarding historical and projected hospital inflation information, more appropriate monetary review thresholds are proposed, which will allow flexibility for inflation during future years and are comparable to Certificate of Need monetary review thresholds of several adjacent states.

In addition, a typographical error contained in the current R.61-15 regarding ownership disclosure information to be submitted by Certificate of Need applicants is proposed to be corrected.

DETERMINATION OF COSTS AND BENEFITS:  There will be no cost to the state, its political subdivisions, and to the regulated community with the implementation of the proposed amendment.

UNCERTAINTIES OF ESTIMATES:  None

EFFECT ON ENVIRONMENT AND PUBLIC HEALTH:  There will be no effect on the environment.  The amendments will promote public health by making some new health care construction and services more readily accessible without the need for Certificate of Need review and approval.

DETRIMENTAL EFFECT ON THE ENVIRONMENT AND PUBLIC HEALTH IF THE REGULATION AMENDMENT IS NOT IMPLEMENTED:  There will be no adverse effect on the environment if the amendments are not implemented.  However, there will be an adverse effect on health care providers in completing relatively minor construction programs and establishing new health services with costs below the proposed monetary thresholds in that a Certificate of Need must be obtained which will require an average of four (4) months time before the project may be developed.

Statement of Rationale Pursuant to S.C. Code Section 1-23-120(B):

On June 14, 2001, the Chairman of the S.C. Health Planning Committee recommended that the S.C. Board of Health and Environmental Control consider directing its staff to amend R. 61-15 so as to increase the current Certificate of Need monetary thresholds, which have been utilized since June 23, 1989.  The recommendation was based on the fact that there has been substantial inflation in health care building, equipment, and operational costs in the last decade.

An analysis was conducted by the Certificate of Need staff at the Department of Health and Environmental Control where staff was able to obtain historical and projected inflation information from Rate Controls Publications, LLC through the South Carolina Hospital Association.  Using the expense category of inflation for the “Plant and Equipment” designation, it was determined that such inflation was 41.2% for the period 1991-2001.  “Total Hospital Inflation” for the same time frame was calculated to 57.2%.  Therefore, a $1,000,000 capital expenditure for the “Plant and Equipment” designation in 1991 dollars would be $1,412,135 in the year 2001, and a $400,000 annual operating cost for the “Total Hospital Inflation” designation in 1991 dollars would be $628,923 in the year 2001.

In addition, a telephone survey was conducted by the Department’s Certificate of Need staff on July 12, 2001, covering seven (7) other states surrounding South Carolina to determine their current Certificate of Need expenditure thresholds.  The survey indicated that South Carolina has the lowest expenditure threshold compared to any other Southern state that utilizes monetary thresholds in a similar manner.

As a result of a review and analysis of the information obtained, it was determined that a $2,000,000 capital expenditure threshold would be most appropriate for South Carolina in that it allows flexibility for inflation during future years and is comparable to the Certificate of Need capital expenditure thresholds of several adjacent states.  Additionally, it was determined that the annual operating cost threshold of a new health service be increased to $1,000,000, which will allow flexibility for inflation during future years.

