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HOUSE BILL 169-FN
AN ACT repealing the certificate of need law,
SPONSORS: Rep. Marshall Quandt, Rock 20; Rep. Weyler, Rock 18

COMMITTEE:  Health, Human Services & Elderly Affairs

ANALYSIS
" This bill repeals the certificate of need law.

Explanation: Matter added to current law appears in bold italics.

Matter removed from current law appears [in-brackets-and struckthrough-]

Matter which is either (a) all new or (b) repealed and reenacted appears in regular type.
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STATE OF NEW HAMPSHIRE
In the Year of Our Lord Two Thousand One
AN ACT repealing the certificate of need law.

Be it Enacted by the Senate and House of Representatives in General Court convened:

1 Reference Deleted. Amend RSA 126:26 to read as follows:
126:26 Data Review. The department of health and human services shall [provide aecess;

review—board— Thedepartment—shall] prepare a report relative to the data collected unde
RSA 126:25, I on or before November 15, 1996, and annually thereafter, to the speaker of the house
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of representatives and president of the senate. The report shall contain, but not be limited to, an
analysis and evaluation of the data collected and recommendations for improved efficiencies and for
health care cost containment.- The department of health and human services is also authorized to
prepare .periodic reports on price and utilization of health services for the purpose of encouraging
competition, ' .

2 Reference Deleted. Amend the introductory paragraph of RSA 126:28 to read as follows:

. Notwithstanding any other provision of law, all information required to be filed under this

subdivision [;~with-4] ption-ef-ee
RSA-151-:2;] shall be made available:
3 Reference Changed. Amend RSA 126:29, IV to read as follows:
IV. In addition to any other penalties provided by law, any provider required to provide data
under RSA 126:25, [H] I, who willfully fails to comply with the provisions of this subdivision shall be

subject to a civil penalty of $50 for each day of noncompliance, which shall not be reimbursable by
any commercial insurer, nonproﬁt health services corporation, health maintenance organization, or
multiple employer welfare arrangement as .provided in RSA 415, 420-A, 420-B, and 415-E.

4 Reference Deleted. Amend RSA 126:30 to read as follows:

126:30 User Fees. Any person|-eo
L] requesting copies of data or statistical information filed with the department of health and human
services under RSA 126 or RSA 141-B shall f)ay to the department a fee established by the
commissioner of.heallth and human services pursuant to RSA 126:27, IV. The.fee shall reflect the

full costs of preparing the data for release, including the cost of personnel time, computer and any
related expenses associated with fulfilling the request. Fees paid under this section shall be
deposited into a revolving account which shall not lapse and shall be used in administering the
responsibilities of the department of health and human services under this subdivision.

5 Definition Clarified. Amend RSA 151:2, I(a) to read as follows:
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(a) Hospitals, [as-defined-in RSA-151-C:2] and infirmaries or health services maintained
by an educational institution. Fer the purposes of this subparagraph “hospital” means an
institution which is engaged in providing to patients, under supervision of physicians,
diagnostic, and therapeutic services for medical diagnosis, treatment and care of injured,
disabled, or sick persons, or rehabilitation services for the rehabilitation of such persons.
The term “hospital” includes psychiatric and substance abuse treatment hospitals.

6 Definition Clarified. Amend RSA 153-A:2, XI to read as follows:
XI. “Facility” means a hospital as defined in RSA [151-€:2,XX] 151:2, I(a).
7 Reference Deleted. Amend RSA 195-D:3, XII to read as follows:

XII. “Nursing home,” notwithstanding any other provision of law to the contrary, means any
nonprofit or charitable institution or organization, public or private, which is exempt from federal
taxation pursuant to section 501 of the United States Internal. Revenue Code of 1986 as amended,
and which is engaged in the operation of, or formed for the purpose of operating, a facility in which
nursing care, sheltered care, intermediate care, life-care or continuing care, and medical services are
prescribed by or performed under the general direction of persons licensed to practice‘ medicine or
surgery in New Hampshire, and in whole or in part is, or shall be upon completion, [¢a)] licensed as a

residential care facility under RSA 151:2, I(e) or [

. BSA151-C licensed as a nursing home under the laws of New Hampshire.

8 References Deleted. Amend RSA 281-A:2, XII-b to read as follows:

XII-b. “Health care provider” as used -in this chapter includes doctors, chiropractors,
rehabilitation providers, health services [&s—deﬁed—h&—RSA—lé—l—G%QM], health care facilities [as
déﬁﬂed—iﬁ-RSA—Lél—G#,—}QLa], and health maintenance organizations [&s—deﬁaae&-ha—R-SA—lé—l—G;—Q,—-)ﬂ@. -

(a) For the purposes of this paragraph:

(1) “Health services” means elinically related diagnostic, treatment, or
rehabilitative services, as well as preventive services, and includes, without limitation,
aicohol, drﬁg abuse, and mental health services.

(2) “Health care 'facility” means hospitals, ambulatory surgical facilities,
specialty hospitals and licensed nursing homes including all services and property owned
by such. Health care facilities shall include facilities which are publicly or privately
owned or for-profit or not-for-profit, and which are licensed or required to be licensed in
whole or in'part by the state.

(3) “Health maintenance organization” means a public or private organization,
organized under the laws of any state or the federal government which:

(A) Provides or ofherwise ‘makes available to enrolled participants
health care services, including at least the following basic health care services: usual
physician services, hospitalization, laboratory, x-ray, emergency and preventive services,

and out-of-area coverage; and
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(B} Is compensated, except for co-payments, for the provision of the basic
health care services listed in subparagraph (3)(A) to enrolled participants on a predetermined
periodic basis without regard to the date on which health care services are provided; a
predetermined periodic basis shall be fixed without regard to the frequency, extent, or kind of -
health care service actually provided; and ‘

(C) Provides physician services primarily (i) directly through physicians
who are either employees or pdriners of such organization, or ( ii) through arrangements
with individual physicians or one or more groups of physicians organized in a group
prdctice or individual basis, or (iii) a combination of (i) and (ii), as provided herein.

9 Reference Changed. Amend RSA 318:29, V(i) to read as follows:

(1) Any ownership or control of an ownership interest of a pharmacy within the state by
an individual licensed to prescribe medicine, or a corporation, professional association or partnership
consisting of such prescriber or preseriber’s immediate family members,' except such corporations as
are expressly exempt from iﬁcofne taxation under section 561(0)(3) of the United States Internal
Revenue Code. This shall not include ownership of investment securities purchased by the
practitioner on terms available to the general public and which are publicly traded. This
subparagraph shall not apply to the ownership or control of an ownershjb interest of an institutional
pharmacy operated within the state by or for hospitals, as defined in RSA [351-C:2_XX] 151:2, I(a),
licensed by the state pursuant to RSA 151.

10 Reference Deletion. Amend the introductory paragraph of RSA 326-B:17, IX(a) to read as
follows:

IX.(a} The administration of medications by any person employéd or under contract to
provide direct care to residents of a hospice house [as-defined-in RSA151-C:2, XIX b and] licensed
under RSA 151 and rules adopted under that chapter as a hospice_ house under the supported
residential care level of care by the New Hampshire department of health and human services who:

11 New Subparagraph; Definition Added. Amend RSA 326-B:17, IX by inserting after
subparagraph (b) the following new subparagraph: '

(c) For the purposes of this paragraph, “hospice house” means a free standing 24-hour
residential setfing licensed under RSA 151 as a supported residential ¢are facility for terminélly ill
individuals with less than one year to live who no longer have a home or cannot remain safely there.
Palliétive care such as room, meals, personal care, medication monitoring and emotional support, is
provided. Additional health care services may be provided to residents through arrangements with
outside organizations as is currently available if the resident was in his or her own home.

12 References Deleted: Amend RSA 508:18 to read as follows:
508:18 Liability Limited; Health Care Facilities and Personnel.
I. No health care facility licensed under RSA 151, licensed physician, registered nurse,

certified physician's assistant or qualified medical technician or medical technologist ordered by a
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law enforcement officer to perform a test, medical examination or procedure on a person in the
custody of such officer, shall be held liable for any damage arising out of the performance of such
test, examination, or procedure, if the test, examination, or procedure is perfermed with ordinary
care. Nothing in this section shall be construed to legalize an otherwise illegal test, examination or
procedure insofar as the law enforcement agency and any employee thereof is concerned.

II. For purposes of this section, “health care facility” means [health-eare-faeilityas-defined
in-RBSA-151-C:2XV.a| hospitals, ambulatory surgical facilities, specialty hospitals and
licensed nursing homes including all services and property owned by such. Health care
facilities shall ineclude facilities which are publicly or privaiely owned or for-profit or not-
for-profit, and which are licensed or required to be licensed in whole or in part by the state.

13 Repeal. The following are repe‘aled: .

I. RSA 126:25, 11, relative to a plan developed by the health services planning and revieﬁ
board. ‘ '

II. RSA 151-C, relative to certificate of need review of proposed new institutional health
services,

14 Effective Date. This act shall take effect 60 days after its passage.
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HB 169-FN - FISCAL NOTE
AN ACT repealing the certificate of need law.
FISCAL IMPACT:

The Office of Legislative Budget Assistant is unable to complete a fiscal note for this bill as it is

awaiting information from an agency.
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Rep. Marshall Quandt, Rock 20
January 19, 2001

2001-0024h

01/09

Amendment to HB 169-FN /V&(

Amend the title of the bill by replacing it with the following:

AN ACT adding a duty to the task force on the certificate of need s
certificate of need law.

Mend the bill by replacing all after section 13 with the following:

14 Task Force on the Certificate of Need Statute; Duty Hded. Amend RSA 151-C:16, V to read
as follows:
V.(a) The task force shall investigate issuegfrelating to the operation of the certificate of
need statute, RSA 151-C, including, but not limiteg’to, how the regulatory structure affects:
f] (1} The cost of health care seryites;
(3] (2) The availability of and gfcess to health care services;
[¢e}] {3) Competition and collgboration among health care providers;

(€] (4) The provision of péw health care services;

(b) The task forte shall also determine which sections of the certificate of need
statute could be transferred to the department of health and human services, with
particular emphasis gh provisions relating to nursing homes and rural hospitals.

15 Effective Datg/ | .
. Sectiong’1-13 of this act shall take effect January 1, 2002.
II. The #emainder of this act shall take effect 60 days after its passage.
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-Page 2 - .

2001-0024h
AMENDED ANALYSIS

" This bill requires the task force on the certificate of need statute to determine which sections of
such statute could be transferred to the department of health and human services, with special
emphasis on any provisions relating to nursing homes and to rural hospitals.

The bill also repeals the certificate of need law on January 1, 2002,
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HOUSE COMMITTEE ON HEALTH, HUMAN SERVICES AND ELDERLY AFFAIRS

PUBLIC HEARING ON HB 169-FN

BILL TITLE: repealing the certificate of need law
DATE: January 16, 2001
LOB ROOM: 205 Time Public Hearing Called to Order:  10:00 a.m.

Time Adjourned: 12:10 p.m.

{please circle if present)

Bill Sponsors: Reps. Quandt and Weyler

TESTIMONY

*  Use asterigk if written testimony and/or amendments are submitted.

*REP. LEE QUANDT (Sponsor): I support this bill. (He gave a history of the CON process and told
of how some states have gotten rid of the CON process.) I will ask to have the bill placed into a
study committee to add an amendment. The legislation was entered at the time of the Reagan
administration. The costs in New Hampshire have not diminished. I want smaller hospitals to be
protected. I think that the CON procedure should be separated from the process. The process, using
Rockingham County as an example, takes too long. “I am a flag-waver for competition.” We need to
look what processes can be transferred to the welfare department. We need to protect the rural
hospitals. I would like us to consider a sub-committee. He submitted a letter from Rep. Weyler, the
CO-SPONEOT.

CHAIRMAN PETER BATULA: The amendment should be presented to the executive committee and
the committee will decide whether or not to have a study committee. Who delayed the process in
Rockingham?

REP. QUANDT: Nothing specifically. I had asked the nursing home administrator to attend, but he
said no, not while they have a pending request before the CON board.

REP. DANIEL BURNHAM: What is the status of the Task Force?
REP. QUANDT: I don't know.

*MS. ELIZABETH CRORY (Chairman, Health Systems Plan Board): I oppose this bill. I received
this packet of information, which I reviewed. She then defended the CON board members, who she
said represented the major health care providers, public members, one member that represents the
insurance industry and someone from the DHHS'’s designee. The designee presently is former Rep.
Sochalski. (She submitted her packet of information) She then addressed the allegation made by
Rockingham County and the delay. Rockingham did ask what was the process. They were told they



needed to have a more detailed plan. There is a task force of 22 members. I suggest that Lori Real

come before this committee and give the testimony she gave to the task force. I brought a pamphlet
titled “Issue Brief’ which I urge all of you to read. I feel the Board works very hard. There are five

paid staff members. It is based on the past years’ expense. The assessment is paid by the hospitals
and other health care providers. The budget is not allowed to exceed $500,000.

REP. ANDRE MARTEL: If collaboration fails, is the Board looking at healthy competition as a
means of lowering the health care costs?

MS. CRORY: If there’s replication in certain fields, it would increase costs. They system is regulated
by the Board.

REP. MARTEL: The technical sub-committee meets?

MS. CRORY: It can be held when they begin the application process.
REP. MARTEL: Are they held before the public?

MS. CRORY: There is an invitation to those that are interested.

CHAIRMAN BATULA: As a member of the task force, would the members be receptive to changing
the board?

MS. CRORY: The CON board task force was looking for the input to bring to the legislature. The
board is amenable to the changes recommended by the task force.

REP. ALIDA MILLHAM: Is this legislation unnecessary?

MS. CRORY: Yes, I do believe so. This committee should allow this task force to work.

REP. JAMES MCKAY: What's the sense of having a new task force?

MS. CRORY: The task force is working very diligently. We don’t need another study group.
CHAIRMAN BATULA: Has a part of the task force met in strategy sessions?

MS. CRORY: Miss Newson, the Chairman of the task force, is compiling the responses to a
questionnaire submitted to the members of the task force. I'm not aware that there is any strategy
planning.

REP. JOSEPH MANNING: Was a report sent to the Speaker?

MS. CRORY: In December of 2000, a report was sent to the Speaker.

REP. MANNING: This could go on indefinitely. Do task force members want to wrap this up?
MS. CRORY: One of the members wants to focus on the charge of the task force.

REP. BURNHAM: Is the legislation to do with doing away with the CON board?

CHAIRMAN BATULA: Yes, but the sponsor will bring in an amendment to establish a study

committee.



MR. NICK VAILAS (CON Board): I support this bill. 1 would like our sub-committee to use common
sense. In New Hampshire, you are paying more than in Massachusetts. We are the healthiest
population in the country, yet we pay some of the highest insurance premiums. The system is
broken. The CON board does not do any health care planning or review. The task force has good
leadership and it's moving in the right direction. If things are not improved, however, I do think
that the CON board should be dissolved. Things need to change with some needed competition in
some areas and protection of the rural hospitals.

CHATRMAN BATULA: Would you say the task force is working well?

MR. VAILAS: It would be if there were a timeline for the task force to complete their work.

REP. MARTEL: I haven't seen that the task force has changed.

MR. VAILAS: A fairer process recently focusing on thresholds is insane.

REP. MILLHAM: Are there other variables that cause increased insurance premiums?

MR. VAILAIS: Increased costs come from the issue of using hospitals, which wish to be all things to
all people. We need to make physicians friendly. Ifit’s all hoapital-based, then it is going to be very
expensive. We need to get away from these thresholds. I do not have faith in this task force.

REP. WALTER RUFFNER: What areas are hospitals more difficult to negotiate with?

MR. VAILAS: It is difficult for insurance companies to deal with areas where there is only one
hospital or provider.

REP. ROBERT CHABOT: What about emergency care?

MR. VAILAS: We need hospitals, but you don’t need to go to a hospital for certain kinds of care.
REP. CHABOT: What hospitals are left with only certain care?

MR. VAILAS: Yes, costs will increase for certain care. The task force is moving in the right

direction.

REP. GLORIA SELDIN: How do you choose where you, as a health care recipient, will go? Have you
found many surgeons who will help you choose less expensive care?

MR. VAILAS: Surgeons, who have done this, have been forced out.

REP. JOSEPH MANNING: How do we get the task force to make a final report?
MR. VAILAS: I do have faith.

REP. BURNHAM: What's been happening?

MR. VALAIS: Newington opened a rcom for 6 physicians. Laconia went to the Supreme Court and
the hospital bought the project. The physicians no longer own this. Manchester, we partnered with
Catholic Medical Center. Claremont is still surviving.

REP. BURNHAM: CMC?

MR. VAILAS: We have partnered with CMC on a 50/50 basis.



REP. MACKAY: You oppose the bill before us?
MR. VAILAS: I feel the task force is working to correct the issues.
REP. BURNHAM: What is the hostile situation at the seacoast?

MR. VAILAS: The hospital has brought in their surgeons to compete with the surgeons who were
working with the ambulatory care unit in that area. We need to develop policies to foster
collaboration.

MR. CHRIS GALLAGHER (Community Hospital Coalition): I oppose this bill. This task force is a
work in process and the rules have not been put in place. There is a need for the protection of the
smaller hospitals. It's clear that our system is the least expensive in New England. Health care is
different and something is going right in this state. There is a relationship between the CON board
and quality health care. The Con board is where these issues are played out. The outcome is a
healthy system. Recent studies show that the system works. The system needs to be altered to be
better. The task force needs to continue. There are situations where competition is counter-
productive. How do we allocate resources? The CON board is the transitional group that works
between government and private markets. Everyone is frustrated with the thresholds. Trust in the
task force. The answer is collaboration that doesn’t shut out the consumer.

REP. MARTEL: Are there states where they've retained the CON and others where they have
relegated the CON process to their legislators?

MR. GALLAGHER: No, not that [ am aware of. The government needs to deal with its’ health care
issues. There are 26 monopolies in this state. What's happening in other states may not be what
needs to happen here,

CHAIRMAN BATULA: Are you aware of any strategy sessions since the task force was legislated, by
any members of the task force?

MR. GALLAGHER: I am not aware of any, but I hope they are talking with one another. A strategy
will evolve,

REP. MANNING: Has the task force considered that emergency services have been taken away from
the hospitals by other providers of emergency services? Has anyone thought of asking those groups
to pay a fee?

MR. GALLAGHER: No. each state is unique. The task force will be looking at all aspects.

MS. DAWN TOUZIN NHCA): I oppose this bill. I am on the task force and I am a consumer
advocate. T am Chairman of that group. There is, to my knowledge, no state where there is a free
market. The task force has checked into other states and looked into what’s available in this state
objectively. The report shows that the task force is working well. 1 would like to meet the task force
timeline, but it may take longer. I am pro-task force.

REP. HILDA SOKOL: What are the major issues?

MS. TOUZIN: The issue of the insured and uninsured. Access is another issue we cannot control
through the task force. I feel that it's important to understand the market and that the financial
criteria may need to be adjusted as we proceed. We need to gather data and then, having that
information, decide what do we need to change or find a body that would do that more appropriately.



REP. RUFFNER: Is there conflicting testimony from Mr. Vailas and Chris Gallagher on the state of
health care in New Hampshire?

MS. TOUZIN: I am confused too.

MR. JOHN D. WALLACE (DHHS): I oppose this bill. It would be inadvisable to preempt the work of
the task force. The task force may conclude that the CON process should be dissolved, but that
regulation may be necessary. The statute needs to meet an updated legislation. The current statute
deals with a market from 20 years ago. The department is concerned that core hospitals need to be
protected. The long-term care is where the government picks up two-thirds of the costs. Since 1995,
there is a moratorium on nursing home beds. Prior to that, moratoriums on nursing home beds were
increasing at a 10% rate. The department, through the regulatory process, needs to limit the
number of nursing home beds segment. If not through CON, through some other regulatory process.
(He then offered to provide Lori Real to provide a presentation to the committee.)

In a response to a question from Rep. French, Mr. Wallace indicated that in some states, assisted
living is also regulated, but not in this state.

MR. BOB DUNN (NH Healthcare Association): I oppose this bill.

Respectfully Submitted,

ety Q, lhge

Rep. Margaret Case, Clerk
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01/09
STATE OF NEW HAMPSHIRE

In the Year of Our Lord Two Thousand One
AN ACT repealing the certificate of need law.

Be it Enacted by the Senate and House of Representatives in General Court convened:

1 Reference Deleted. Amend RSA 126:26 to read as follows:
126:26 Data Review. The department of health and human services shall [previde—aceess;

O e 2 asis o tr—4 2= A Py s s = = 2

review—hoard— The-department—shall] prepare a report relative éo the data collected under
RSA 126:25, I on or before November 15, 1996, and annually thereafter, to the speaker of the house
of representatives and president of the senai;e. The report shall contain, but not be limited to, an
analysis and evaluation of the data collected and recommendations for improved efficiencies and for
health care cost containment. The department of health and human services is also authorized to
prepare periodic reports on price and utilization of health services for the purpose of encouraging
competition. .

2 Reference Deleted. Amend the introductory paré.g‘rap_h of RSA 126:28 to read as follows:

Notwithstanding any other provision of law, all information required to be filed under this

RSA-151-C:2] shall be made available:
3 Reference Changed. Amend RSA 126:29, IV to read as follows:
IV. In addition to any other penalties provided by law, any provider required to provide data
under RSA 126:25, [H1] I, who willfully fails to comply with the provisions of this subdivision shall be

subject to a civil penalty of $50 for each day of noncompliance, which shall not be reimbursable by

" any commercial insurer, nonprofit health services corporation, health maintenance organization, or

multiple employer welfare arrangement as provided in RSA 415, 420-A, 420-B, and 415-E.
4 Reference Deleted. Amend RSA 126:30 to read as follows;
126:30 User Fees. Any person|;-othe
L} requesting copies of data or statistical information filed with the department of health and human
services under RSA 126 or RSA 141-B shall pay to the department a fee established by the

o
.-

commissioner of health and human services pursuant to RSA 126:27, IV. The fee shall reflect the
full costs of preparing the data for release, including the cost of personnel time, computer and any
related expenses associated with fulfilling the request. lFees paid under this section shall be
deposited into a revolving account which shall not lapse and shall be used in administering the
responsibilities of the department of health and human services under this subdivision.

5 Definition Clarified. Amend RSA 151:2, I(a) to read as follows:
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(a) i*Iospitals, [as-definedinBSA151-C:2;] and infirmaries or health services maintained
by an educational institution. For the purposes of this subparagraph “hospital” means an
institution which is engaged in providing to patients, under supervision of physicians,
diagnostic, and therapeutic services for medical diagnosis, treatment and care of injured,
disabled, or sick persons, or rehabilitation services for the rehabilitation of such persons.
The term “hospital” includes psychiatric and substance abuse treatment hospitals.

6 Definition Clarified. Amend RSA 153-A:2, XI to read as follows: .
XI. “Facility” means a hospital as defined in RSA [351-C:2-XX] 151:2, I(a).
7 Reference Deleted. Amend RSA 195-D:3, XII to read as follows:.
XII. “Nursing home,” notwithstanding any other provision of law to the contrary, means any
nonprofit or charitable institution or organization, public or private, which is exempt from federal
taxation pursuant to section 501 of the United States Internal Revenue Code of 1986 as amended,

and which is engaged in the operation of, or formed for the purpose of operating, a facility in which

'+ nursing care, sheltered care, intermediate care, life-care or continuing care, and medical services are

prescribed by or performed under the general direction of persons licensed to practice medicine or
surgery in New Hampshire, and in whole or in part is, or shall be upon completion, [¢a3] licensed as a
residential care facility under RSA 151:2, I(e) or [ i

RSA 151G licensed as a nursing home under the laws of New Hampshire.
8 References Deleted. Amend RSA 281-A:2, XII-b to read as follows:

XII-b. “Health care provider” as used in this chapter includes doctors, chiropractors,
rehabilitation providers, health services [as—defined—inRSA151-G:2-XVH]], health care facilities [as
defined4n-BSA151-C:2. XV g], ar-xd health maintenance organizations [as-defined-in RSA-151 C:2 30/].

(a) For the purposes of this paragraph: .

(1) “Health services” means clinically' related diagnostic, treatment, or
rehabilitative services, as well as preventive services, and includes, without limitation,
alcohol, drug abuse, and mental heaith services.

{(2) “Health care facility” means hospitals, ambulatory surgwal facilities,
specmlty hospitals and licensed nursing homes mcludmg all services and property owned
by such. Health care facilities shall include faclhtzes which are publicly or privately
owned or for-profit or not-for-proﬁt, and which are licensed or required to be l"icensed in
whole or in part by the state.

(3) “Health maintenance organization” means a public or private organization,
organized under the laws of any state or the federal government which: .

(A) Provides or otherwise makes available to enrolled participants
health care services, incll;ding at least the following basic health care services: usual
physician services, hospitalization, laboratory, x-ray, émergency and preventive services,

and out-of-area coverage; and
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_ (B) Is compensated, except for co-payments, for the provision of the basic
health care services listed in subparagraph (3)(A) io enrolled participants on a predetermined
periodic basis without regard to the date on which health care services are provided; a
predetermined periodic basis shall be fixed without regard to the frequency, extent, or kind of
health care service actually provided; and

(C) Provides physiciari services primarily (i) directly through physicians
who are either employees or partners of such organization, or (ii) through arrangements

with individual physicians or one or more groups of physicians organized in a group

- practice or individual basis, or (iif) a combination of (i) and (ii), as provided herein.

9 Reference Changed. Amend RSA 318:29, V(i) to read as follows:

(i) Any ownership or control of an ownership interest of a pharmacy within the state by
an individual licensed to prescribe medicine, or a corporation, professional association or partnership
consisting of such prescriber or prescriber's immediate family members, except such corporations as
are expressly exempt from income taxation under section 501((:)(3.) of the United States Internal
Revenue Code. This shall not include ownership of .investment securities purchased by the
practitioner on terms available to the general public and which are publicly traded. This
subparagraph shall not apply to the ownership. or control of an ownership interest of an institutional
pharmacy operated within the state by or for hospitals, as defined in RSA [153-GC:2-3XX] 151:2, I(a),
licensed by the state pursuant to RSA 151.

10 Reference Deletion. Amend the introductory paragraph of RSA 326-B:17, IX{a) to read as
follows: ' ’

IX.(a) -The administration of medications by any person employed or under contract to
provide direct care to residents of a hospice house [as-definedin RSA151-C:2XI{-b and] licensed
under RSA 151 and rules adopted under that chapter as a hospice house under the supported
residential care level of care by the New Hampshire department of health and human services who:

11 New Subparagraph; Definition Added. Amend RSA 326-B:17, IX by inserting after
subparagraph (b) the following new subparagraph:

(c) For the purposes 6f this paragraph, “hospice house". meané Ia free standing 24-hour
residential setting licensed under RSA 151 as a supported residential care facility for terminally ill
individuals with less than one year to live who no longer have a home or cannot remain safely there.
Palliative care such as room, meals, personal care, medication monitoring and emotional support, is
provided. Additional health care servicés may be provided to residents through arrangements with
outside organizations as is currently available if the resident was in his or her own home.

12 References Deleted. Amend RSA 508:18 to read as follows:
508:18 Liability Limited; Health Care Facilities and Personnel.

I. No health care facility licensed under RSA 151, licensed physician, registered nurse,

certified physician's assistant or qualified medical technician or medical technologist ordered by a
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law enforcement officer to perform a test, medical examination or procedure on a person in the
custody of such officer, shall be held liable for any damage arising out of the performance of such
test, examination, or procedure, if the test, examination, or procedure is performed with ordinary
care. Nothing in this section shall be construed to legalize an otherwise illegal test, examination or
proce‘dure insofar as the law enforcement a;gency and any employee thereof is concerned.

II. For purposes of this section, “health care facility” means [“health-earé-facilitv—-as-defined
inRSA 151-C:2.. 30 s} hospitals, ambulatlory surgical facilities, specialty hospitals and
licensed nursing homes including all services and property owned by such. Health care
facilities shall include facilities which are publicly or privdtely owned or for-profit or not-
for-profit, and which are licensed or required to be licensed in whole or in part by the state.

13 Repeal. The following are repealed:. .
I. RSA 126:25, II, relative to a plan developed by the health servicqs planning and review

board.

II. RSA 151-C, relative to certificate of need review of proposed new institutional health

services.
14 Eff‘(_a(_:tive Date. This act shall take effect 60 days after its passage.
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HB 169-FN - FISCAL NOTE
AN ACT repealing the certificate of need law.

FISCAL IMPACT: _
The Office of Legislative Budget Assistant is unable to complete a fiscal note for this bill as it is

awaiting information from an agency.
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January 16, 2001
, HB 169 Room 205 10:00 am.. .
Committee on Health, Human Services and Elderly Affairs

Statement of Rep. K. Weyler, Rockingham 18
Ladies and Gentlemen:

One of our most important duties as legislators is to recognize when a program
that the legislature created earlier is not working, and then to take action to change or
eliminate that program.

Fifteen years ago, the certificate of need I;rocess was created so that a neutral
party could ensure-that scarce resources were not wasted in needless duplication. At its
inception, the Health Planning and Review Board may even have had the goal of
encouraging competition. I suggest to you that the opposite is now happening, and that
the certificate of need process is used to prevent competition.

One of the worst things we can do as policy makers in government is to allow the
power of government to be misused to the profit of a few. AsI have heard recently,
hospital costs in my part of Rockingham County are some of the highest in the country, -
more expensive than Boston. This has occurred through regional monopolies,
monopolies which are maintained by the certificate of need process.

The CON process makes any competitive enterprise go through a lengthy process
designed to use up capital and patience. Meanwhile, the requests by an existing hospital
get minimal scrutiny. The appointing authority for this board has been unduly influenced
to appoint a majority of members that will do the hospital association’s bidding.

Their actions are causing revenue loss for Rockingham County. They have
delayed approval for an assisted living facility at the Rockingham County complex for,
over a year. Qur delegation is experiencing the same obfuscation that any facility has to
undergo that might compete in any way with our existing hospitals and their interwoven
health care complexes.

There used to be a CON process at the Public Utilities Commission. They got rid
of it. Ladies and gentlemen, for the good of New Hampshire we need to get rid of the
process in health care. Listen carefully to those who will defend the CON process. They
are all enjoying the fruits of monopoly.

Thank you,

et D

~Kenneth L. Weyle
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ISSUE BRIEF

HEALTH POLICY TRACKING SERVICE

Subject: Providers - ‘ = Date]
Title: Cértificate of Need . 05/22/20001
By: Elana-Minlz

At one fime, every state was required by the federal government to have a certificate of
" need (CON) program. The process was intended to keep down costs associated with th
construction of new health facilities in the state, and prevent overdevelopment. When th
federal requirement was lifted, however, a number of states did away with their
programs. Some later restored it in some form, and many have kept their programs aliv
for years, requiring a governmental seal of approval for building new facilities such as
hospitals and long-term care facilities or for acquiring major medical equipment.
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Federal History T |
President Ronald Reagan did away with the federal requirement for states to have health planning agencies in
19886. He was not a proponent of the program, having first recommended phasing it out in 1981.

The federal health planning program, created in 1974 (PL 93-641), was intended to stop unnecessary health
facility construction and acquisition of expensive major medical equipment. Critics felt the program represented
excessive government intervention, while supporters said it helped curbed rising health care expenditures.
During the debate in the mid-80s, those who opposed the program said that federal regulatory changes--such
as a restructuring of the Medicare payment system--would hold down costs, making a certificate of need
program unnecessary.

In 1981, although the Reagan administration recommended a phase-out, Congress chose to continue the
program for a year, albeit with funding levels cut substantially. The final version of the bill cleared by the House
and Senate called for a one-year extension of the requirement that states have planning agencies, but it
reduced federal funding to $102 million for FY 1982, down from a FY 1980 authorization ofq $157.7 million.

In the summer of 1986, President Reagan signed a $1.7 billion supplemental spending bill %PL 89-349) that
included a provision allowing state planning agencies to continue their programs until their fiscal 1986 money
ran out. In November 1986, Reagan signed a massive health care bill that repealed section XV of the Public
Health Service Act, which had created the program. The provision went into effect Jan. 1, 1987,

States That No Longer Have a Certificate of Need Program

http:/fwww.hpts.org/hpts97/issue2.../04d9d729cce6d11852568b1005fcf22?0OpenDocumen  10/04/2000
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B Siates ithai no bonger have CON

Sourve: Missouri £ON program, Heslth Policy Tracking Sexvice, July 1999

Ramifications of the Federal Repeal for the States
After the federal law was repealed and states no longer were required to maintain a certificate of need
program, a number of states repealed their CON laws. Some states phased out their programs even before the

federal repeal law was signed.

Currently, 14 states—Arizona, California, Colorado, ldaho, Indiana, Kansas, Minnesota, New Mexico,
North Dakota, Pennsylvania, South Dakota, Texas, Utah and Wyoming-no longer have a CON program
(see map above). Some states that still have one, such as Maine, New Hampshire, Massachusetts, and
Missouri, are considering doing away with it. Two states--Wisconsin and Indiana--initially abolished their
programs but restored certain aspects of their review process, such as the long-term care portion, following
repeal of the law. When Indiana allowed the long-term care portion of its CON program to lapse in 1998, the

state's program died.

In an attempt to ascertain the ramifications for states following repeal of their CON programs, NCSL in 1899
intetviewed.current and-former. health.department officials.in.10 of those states, aswell-ac officials in the:twosss. wesrs
states that restored their programs. - Theresulis'oFthoSé interviews, compiled below, examine how each state
fared following the abolition of its CON program.

Please note that this section is not intended as a definitive analysis of the state's program, but rather a view
from the perspective of those involved with the process at the state agency level. All the analysts are listed by
the division of the health department with which they are or were affiliated:

Arizona

Last {ear of CON program: 1985

Phil Lopes, former chief, Bureau of Health Systems Development

Lopes says in the early 1980s, the state was involved in what Lopes terms a "nasty political fight" over
competing ballot initiatives relating to health costs, pitting the hospital association against certain private
companies. He saKs that when the debate emerged to disband CON, the public turned a deaf ear, exhausted
from the previous battle over the initiatives.

Following CON's repeal, there was a rush to construct nursing home and psychiatric beds. Lopes, who
"absolutely supported" CON when it was in place, says he believes the state suffered and continues to suffer
for repealing the program. But even though occupancy rates are down and there is a plethora of idie beds, he
believes it is unlikely that there will ever be a movement to restore the CON program.

Colorado

Last year of CON program: 1987 :

Susan Rehak, director, Rural/Primary Health Care

The process to remove CON was not a smooth one in Colorado, but without any legislative initiatives to
resurrect it that Rehak can recall, there never has been any real possibility of the program being restored. The
first movement to bring back CON emerged a year after the program's demise, but that attempt and any after it

were defeated.

After CON was repealed, there was a flurry of nursing home and hospital construction, prompting a decrease in
occupancy rates. To curb overbedding, the state's Medicaid office placed a moratorium on Medicaid-certified
beds in nursing homes in 1980.

Idaho _

Last year of CON program: 1983

Richard Schulfz, administrator, Division of Health

The CON law in idaho was short-lived. Enacted in 1980, it had a three-year automatic repeal. According to
Schultz, who directed the state's health planning agency when CON was in place, there was a push for its
repeal when the debate came up in the legislature. There had never been much legislative support for it and he
says the primary reason for its enactment was that the state did not want to be denied federal money.

The extent of any debate to bring the program back comes from a few legislators, but Schultz says there has

been no formal movement to restore it. Like other rural states, there is not the demand for construction of new
facilities that there might be in more populous states that have larger urban centers. Rural hospitals in the

http://www.hpts.org/hpts97/issue2.../04d9d729cce6d1f1852568b1005fcf22?0OpenDocumen  10/04/2000
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étate, which have lately been downsizing their staffs, are considered to be doing weli if their occupancy rates
are near 20 percent. In urban areas, average occupancy rates hover between 40 percent and 70 percent.

According to Schuliz, CON "didn't seem to have much of an effect* when it was in place and the state has not
been affected significantly by its repeal.

Kansas

Last year of CON program: 1985 V.
. Richard Morrissey, director, Office of Local and Rural Health

Morrissey says there was not a large-scale fight to keep the program, but there were arguments. Providers

supported its repeal and the health department did not take a strong stand one way or the other. In the years

that followed, the nursing home industry sought to restore it because a rash of new nursing home beds which

resulted in a 10 percent bed increase brought significant competition to the field.

A

For hospitals, the effect has not been as substantial, according to Morrissey. The number.of beds has.
continued to decrease and most of the hospital construction has involved renovation or building outpatient
facilities. :

Marrissey says he is not convinced that CON stopped hospitals from placing a greater emphasis on outpatient

facilities. As the industry evolves, outpatient facilities represent cost-cutting opportunities.
_...The number of private psychiatric hospitals increased, by .ﬁf%htaﬂs,..a direct result of repealing, CON. During thes. ey
" “mid-80s; theBnvate psychigthic:nospital indistry was going ' =

ate Rroligh a boom even though the siate's
department of healtf"did not feel there was a need for so many of them. With CON, Morrissey said, they were
able to keep down the number of hospitals. In recent years, that industry has reversed course, and hospitals in
Kansas have decreased their work force.

i

Minnesota

Last year of CON program: 1984

Carol Hirschfeld, supervisor, Program Assurance Unit

With moratoriums in place on Medicaid-certified nursing home beds since 1983 and on hospital beds since
1890, there have been no new beds in Minnesota for years.

Hirschfeld says that although there have been legislative initiatives to alter the moratoriums, restoring CON is
not part of the public debate, because there has been no movement in the state legislature to restore it.

New Mexico

Last year of CON program: 1983

Sue Ellen Rael, assistant to the secretary, Department of Health

After CON was repealed, New Mexico maintained a review process until 1987. Rae! does not recall that
anyone was particularly unhappy with CON being repealed, but says having the process in place helped the
health department disperse facilities so that rural areas were not underserved. Rael says the department was
able to continue that practice for some years under the modified review process that succeeded CON.

The state has worked to keep costs down, especially those incurred by Medicaid. When the Medicaid program
in New Mexico developed a reimbursement plan for the state's nursing homes during the mid-1980s, it
reimbursed very little for capital expenditures. :

Rael does not recall an inordinate amount of overbedding or major hospital expansion after CON's repeal. As
in other states, a changing health care industry has prevented overdevelopment.

North Dakota

" Last year of CON program: 1995
Fred Larson, policy analyst, former director of North Dakota CON program.
Larson helped draft CON repeal legislation five times before it was finally enacted. He says that "most people
weretgretty happy to see it go away” because there had been so many debacles associated with the program
over the years. : :

One of the primary concems in abolishing the program was how it would affect Medicaid, so the state placed a
moratorium on construction of new nursing home beds. The nursing home industry has been supportive of
. maintaining that meratorium. . , :

The transition has not been without problems. Larson says that construction of new facilities around the state,
including medical and private psychiatric hospitals, combined with a diminishing population has had a
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significant enough effect on state money to frustrate policymakers.

Still, there has not been any serious debate about restoring CON, and no measures to bring it back have been
introduced in the legisiature.

South Dakota

Last year of CON program: 1988 .
Kevin Forsch, director, Health Systems Development and Regulation Division

Forsch says CON was repealed because the process became entangled in the threat of lawsuits by providers
who had been denied approval for construction projects. Rather than save the state money, the law lead to
legal bills and a heavy financial burden for the state. .

Although legistators in recent years have suggested bringing back the program, there has not been a

groundswell of support for the idea. Forsch says the downfall of the program was the legal issue. Even

providers have changed their stance, and no longer see a need for CON. Forsch recalls the director of a

provider association who once commented that "the only ones that really benefitted from [the CON] process
. were the attorneys."

The year CON was repealed, a moratorium was placed on the construction of new long-term care beds in the
state. The repeal will automatically sunset on June 30, 2000, but the law will likely stay in place, because,
according to Forsch, it has been credited with saving the state roughly $50 million to $70 million in Medicaid _
e v Oollars. That is because people who might have moved.intg nursing homes or other.long-term care facilities ... .. .
- ﬁ:ﬁ%ﬁﬂér@ﬁbieﬁoﬁiﬁié horme ‘and community-based services, which generally are cheaper. Thetiendtowardithosa™"~ -
" services has made the need for long-term beds less urgent. In the meantime, South Dakota's assisted living
industry is booming.

Forsch says that, without any consensus within the Legislature or among providers to bring back CON, the
program is dead, and will not be resurrected any time in the near future. ‘

Utah

Last year of CON program: 1984

Patrick J. Johnson, executive director, Health Policy Commission

While restructuring of the health care market has served some of the same purposes as CON in preventing
overdevelopment in Utah, Johnson wonders if CON might have helped prevent more recent debacles, such as
the closing of a hospital owned by Family Health Plan, a California-based HMO, just three years after it
opened. With a trend toward renovating or converting existing facilities, a move to keep Medicaid recipients out
of nursing homes as long as possible, and an industry need to cut costs where possible, Johnson does not see
a renewed public or governmental demand for regulation modeled on the CON review process.

One of the direct results of the law's repeal was a proliferation of private psychiatric hospitals the year after the
law was abolished. Those facilities either have closed or been bought out as a result of an overall downsizing
of that industry.

A nursing home bed moratorium has been in place since the late 1980s, enacted by the health department
without the Legislature's participation. Johnson acknowledges that "there's been some grumbling" about the
fact that the moratorium did not go through the Legislature, but says the Legisiature was relieved not to have to
sart through what could have been a tough political fight. From the health department's perspective, it was
impartant to enact the moratorium to keep Medicaid costs down.

Currently, occupancy rates are not at a level that would compel the state to lift the moratorium, and the state is
trying to cut costs by moving the elderly and disabled into home and community-based services.

Wyoming

Last year of CON program: 1985

Douglas Thiede, manager, Office of Rural Health ‘

After federal money for state CON programs was taken away, the Legislature supported the idea of doing away

with the program altogether. Although there was some controversy in some of Wyoming's larger cities, he says

Lhe Iotqlégr[oups that complained were the ones who were being prevented from constructing new or expanded
ealth facilities.

The state's number of long-term care beds went up after CON was repealed, prompting lawmakers to pass a
limit on the number of long-term care beds. That law, still in effect, would put the limit in place if more than 92
Bercent of long-term care beds have been filled for more than three years. If the percentage decreases, more

eds could be built. According to Thiede, that is the only real restriction on health planning, and there has
never been a movement in the Legislature to restore CON.

In part because of Wyoming's rural geography and because companies are trying to cut costs by shortening
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inpatient hospital stays, Thiede says "there's not really much clamoring to build health facilities in Wyoming
Because of that, he believes the program will not be resurrected.

States That Restored Review Process Following Repeal

Indiana

Last year of CON: 1986 ) _

Last year of long-term care portion of CON: 1998 (CON program died after long-term care portion fapsed)
Tom Reed, public health~administrator, Indiana Department of Health

There currently is no formal review process in Indiana because the legislation authorizing the long-term care
portion of CON lapsed in July 1998.

As occupancy rates in nursing homes decreased, the health department felt that CON was not as effective as it
was intended to be, according to Reed. The program originally lapsed in 1996, when Governor Evan Bayh (D)
vetoed a bill that would have renewed CON for two years. Reed says there were about 3,000 new long-term
care beds built during that period, bringing the state total to roughly 30,000. After that year, the state restored
the review process. .

The Department of Health drafted a white paper last year that asserted there was no need for a CON program
in the state, saying that marginal facilities would close by themselves and, without a barrier to adding additional
beds; competition would come in where it was appropriate.

~Reed says-thatnhistorica!!y,f:smaller«nursing:homes {40 beds orless):-have-had-higher.levels.cf.deficiency:in == 1= ez s

their survey process, and may have stayed in business longer when GONSprevERBaHETger nursing homes
from building facilities.

Reed says that although he believes there is general consensus that CON is better off dead, the nursing home
industry would like to see it restored. There is an abundance of beds and facilities in the state, and although

"Reed believes it is more important for the Legislature to spend its time increasing fines for nursing homes with
violations, the industry may want to see a market that is not overrun with empty beds.

Wisconsin .

Last year of original CON law: 1983

Currently covers: long-term care, intermediate care facilities for the mentally retarded, subacute care

Connie Miller, lead analyst, Resource Allocation Program

Miller says provider groups originally helped do away with the state's CON program. After it initially was
abolished, about five psychiatric hospitals'moved in and there was increased construction. Eventually, three of
those hospitals closed, and a Cost Containment Commission was appointed to evaluate the issue.

Miller says abolishing the remainder of the CON program is "not a big deal” to the Legislature, and providers
would like to see it go.

2000 State Activity

States have introduced a range of CON legislation so far this year, from exempting certain health care facilifies
from review to authorizing an increase in nursing home beds. By the end of 1999, |egislatures had introduced
several different kinds of CON legislation, including some that called for a complete overhaul of the state’s
program. Table 1 tracks 2000 legislation after it has passed one chamber of a state's legislature. ’

Table 1.
2000 Bills Relating to Certificate of Need*

State 2000 Bill ||Description assed Passed Enacted (E) or

" House [Senate Vetoed (V) "

[Alabama = - [ - - -~ |

Alaska H 297 |Relocation of X X 4/2172000 (E)
ambulatory surgical

centers without CON

Arizona [ - = I

[Arkansas 1 - - =1 - - ]
California - - | - "_—"—:" - |
Colorado T =1 . — =1 - — - ]
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Connecticut

S 86

Makes certain changes
to CON application
process.

x
'

{Delaware

|

(n—v

[Florida

S 1222

Long-term care task
force.

H —_— X

H 591

Deletes CON
requirements for
Medicare-certified
home health agencies.
Contains other CON
provisions.

X | X

‘H 2339

Patient Protection
Provisions, contains
CON provisions.

ay L TR

Tt TR ULILEE R sl

Georgia

H 1993

e

IIII

Long-term care task
force with CON on
‘llagenda.s

1._4.. u.r’ W_‘mi‘p Pmag

feemerey | B S

O T 2P -

Hawaii

|

Idaho

IF

‘__"7

SJR 69

Creates lllinois
Legislative Task Force
on Certificate of Need

- ”

Indiana

C— 1

lowa

IL I |

[Kansas

[Kentucky

HCR
119

"CON study committee

H 452

| Continuing care
retirement communities

:::
] |

|

5 339

Broad hospital bilt
containing provision on
{CON.

X 47472000 (E)

S 330

Medicare and hospital
bill containing CON
provisions.

47372000 (E) “

[Louisiana

[Maine

|
-]

F)

Maryland

H 864

continuing care
retirement communities
(CCRCs)

| —

S 403

+ [[CCRCs under certain

Exemptions for CON for

ilcircumstances

Conditions for CON for ||

—— )

5/1172000 (E)

“S 146

CON exemptions for

CCRCs

| 571172000 (E) I ‘
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1

review.

[South Dakota

Tennessee

ass — = ===
[Michigan ] - = - | ::I“
[Minnesota L - I - - - | = il
Mississippi H 1386 ||[CON and county- X i X Bill moves back]
owned hospitals to House for
' concurrence. |
S 2367 |[CON for health facilities - X -
serving poor areas |
[Missouri - - 1T - T -
[Montana =7 - =1 - 1 - ]
[Nebraska { - — L - 1 - 1 - ]
[Nevada -- - -1 - 1 - ]
New Hampshire ||S 323 | Lowers threshold for X X 5/18/2000: |
: review of ambulatory Moves to
surglcal centers Senate for
e e el . | R ~concurrence: |
New Jersey - - - - ] -
[New Mexico || - - - - [ -
[New York |L - - - | - - |
[North Carolina_|| I | - j| - - "
[North Dakota || I — - '_:l_
Smo___:l_ I - lf‘ u --j
Oklahoma [ - - — ]
Oregon I - - _JI_:"_——.—l
Pennsylvania || - | - I |
[Rhode lsland || - | - - I = . |
South Carolina |[S 95 Requires hospices to - X X " 571/2000 E
L be subject to CON ’ " ®

CON exemption for '"*I
linear accelerator
services by certain
general acute care
hospitals.

Amends CON
MRI facilities

1 = C =1 - |
JH 1637 |[CON for similar projects] x| — | -
H 2896 X | X

-— X I -
requirements for mobile ll '

I‘H 2986

2834

L

exas

CON exemption for
linear accelerator
services in certain
health facilities. ||

5/18/2000 (E)

CON and nursing home
beds.

| | - ——

L
— T

|

J
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* “ *Providers - Certificate of Need - ' | | Page 8§ of 8 '

L
-

Utah =1 ~ =4 = | -
[Vermont - - - = -
Virginia S 337 |[Elminates CON X X -
_ . requirements for certain
medical facilities
[ J|S 596 |[Increases bed supply—fl.  x X | - |
H613 |Nuclear medicine X X ‘ -]
i imaging I I
H 1270 |[Changes current X X --
reference from "health |
systems" to "health
planning" agency.
Revises other sections
of H
current law relating to
\ amount of time CON I
Tt Sl g sip sl e ne- {DPOpPOSalS:could.be il L e e n ——_
"‘.‘F%"*"“’”‘i“‘""“l " [lunder review ] R S
H 326 [[Increases bed supply X X -
for continuing care
providers L .
| H 739 |lIncreases bed supply J X X | -
[Washington S6518 |Hospice care X

’IH 3005 |[Revises requirements " H X [ 372272000 (E)

for cardiac programs
e

West Virginia ||H 4250 [[Authorizes Department X -
of Health and Human
Resources to '
promulgate legislative '
rules relating to CON
- |lprogram. i
T H 4579 |[CON and summary X X -
review for certain
| behavioral health
, facilities and services.

[Wisconsin - - - =" - |
[Wyoming - - | - ] - l
*Legislation included in this chart has passed at least one chamber of a state's legislature. Summaries of those
bills are available on the Health Policy Tracking Service website.

@ Home

No parts of this publication may be reproduced, reprinted or republished without the Health Policy Trackmg Services'
written permission and appropriate attribution,

€©2000 Health Policy Tracking Service, National Conference of State Legisiatures
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For hospitals, it’s
location, location

m By Mary Chris Jaklevic
hen it comes to hospital profits,
geography constitutes a wild card.
Althouph haospitals’ agmregate total
profit margin dropped to 4.7% in 1999,
its lowest level since 1994 (Dec. 2, p. 2),
profits varied wildly by state. Those with
curt-throat urban rrearkets and heavy em-
phasis on academia, such as Massachu-
setts, New Yok, Pennsylvania and
Rhode 1stand, recorded meager margins—
States with milder competition and
booming economies, such as Wyoming
and Virginia, yielded beefier eamings. -

The numbers are a reminder that de=-}: §

spite natonal factors stich as Medicare
cutbacks and a nursing shortage, the na-
tion is really 2 patchwork of local mar-
kets {See chart].

For example, New Hampshire hospi-
tals ranked No. 3 with a 12.1% margin,

Just 60 miles south, Rhode Isand’s 12 §: &
hospitals were the least prafitable na- §.

tionwide, with a negative 1. 7%margm

New Hampshire Hospital Associa- |-

tion President Mike Hill acknowledges
that his state’s hospitals are in '{pretty
decent shape.” Among the favorable
factors, he says, is an uninsured rate of
9% vs. 17% nationally.
Hﬂlalsnlﬂcesmﬂﬂnkthatﬂxestates
hospitals have historically been efficient

operators. “Because we started from that |

position, managed care had perhaps less
of an impact on the hospitals financially
than they did in other places that were

expenenung encrmous drops in unhza
muchasim%mthe past two years while

tion,” he says.
Medicare restraints enacted as part nf

the Balanced Budget Act of 1997 have

burt, Hill says. In 1935, all hospitals in
the state posted operating profits, com-
pared with 18 out of 26 last year, he says.

The “saving grace” is private payers, .
which shell out $1.23 for every dollar's -

worth of care, vs. 95 cents paid by

Medicare, Hill says. New Hampshire:

hospitals slso are “well-distuibited,” he

adds, making it hard for insurers to walk °

away fram a conuact.

By contrast, Rhode Island hospirals

are getting 2% less than their costs
from private payers, says Ed Quinlan,
President of the Haspital Association
of Rhode Island. He notes that most of
the statc’s hospitals are high-cost
teaching institutions, and there is a

large elderly pepulation with a high
Medicare HMO enrollment.

To fact, the state’s hospitals fatled to
post a profit even though Rhode Is-
land had the highest insurance rate in
the nation last year, with 93% of resi-
dents holding coverage.

Rhode Island hospitals contend they
are footing the bill for an unstable
HMO market Harvard Pilgrim Health
Plan, the state’s No. 3 HMO, collapsed
in early 1999, and Tufts Health Plan, a
distant fourth in sjze, pulled out of the
state because of losges, lea‘vmg just

ﬂ_.::::—ﬁ-u- 'l-rhu-ltllr-hMF

States with highest aggregatc .
hospital profit margins in 1999 |

two large payers. .
- Plans have increased premiums by as

offenng providers only modest rate in-
creases, Quinlan says. “Some hospitals
hnve even been offered cuts,” he adds. -

~ Hesays thestate's hospitals collectively *
lost 350 million in 1999, and will lose an- -

other $50 million this year, despite a $12

million state Medlcaid irfusian,

Farther ‘south in' No. 2-ranked Vir-
ginia, good mansgement and a healthy
economy helped to generate strong re-
5W1s, says Katharine Webb, senior vice

'president at the Virginia Hospital and
‘Healthcare Assodiaton.

Dunngmepasta@tyears. hospitals in
the state formed strong regional systems
such as Roanoke-based Carilion, Nor-
folk-based Sentara and Falls Church-
based Inova, which achieved operiung
efficiencies nndn‘xa:ketleve:age.

Modern Healthcare
December 2000

“Our hospital executves have rea]]y
focused on getting ahead of the mrve.
Webb says. R

But she adds that many small indepen-
dents are posting negative gperating
margins, and three declared bankruptey
during the [ast 18 months, She says about
one-fifth of the grate’s hospitals posted
Degative operafing margins last year,

Hawai, an the other hand, is hoping
for a rebound. Its 32 hospitals were the
third least profiable.

The state has been in the grips of a re-
cession in the Pacific Basin since the

_Z States with lowest aggregare

hospital profit margins in 1999

early 1990s, says Rich Mciers, president
and chief executive officer of the
Healthcare Association of Hawaii, The
state’s fabled 3.5% uninsured rate has
ballooned to more than 10% because of
the recession, Meiers says.

Meanwhile, the stale's economy is
beginning to tum around. “The tourism
business has perked up a little bit from
the majnland (U.S.,” he says,

The local economy is also key in No.
4-ranked Wyuming. where a booming
mineral market has showered state
coffers with a $132 million surplus,
says Robert Kidd, president of the
Wyoming Hospital Association. The
majority of Wyoming hospitals ere
1ax-suppuarted.

Plus, Xidd says, wilization is low
thanks partly ta a sturdy population (of)
moatly ranchers” who "“don't like to be
in the hospiral "¢~
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HOUSE COMMITTEE ON HEALTH, HUMAN SERVICES AND ELDERLY AFFAIRS

EXECUTIVE SESSION on HB 169-FN

| | o\
BILL TITLE: repealing the certificate of need law y
\- T,
DATE: J anuary 24, 2001 - ‘D
LOB ROOM: 205 w‘eé W\ @“\ \
Amendments: -’ Q :

Sponsor: Rep. Fran Wendelboe OLS Document #:  *0024h

Sponsor: Rep. OLS Document #:

Motions: OTP, OTP/A, ITL Interim Study (Please circle one.)

Moved by Rep. Fran Wendelboe *AMENDMENT #0024h WITHDRAWN BY
REP. WENDELBOE & REP. MICKLON
Seconded by Rep. Stephanie Micklon

Vote: 12-6 (Please attach record of roll call vote.)

Motions: OTP, OTP/A, ITL, Re-Refer, Interim Study (Please circle one.)
Moved by Rep.
Seconded by Rep.

Vote: (Please attach record of roll call vote.)

CONSENT CALENDAR VOTE: No
(Vote to place on Consent Calendar must be unanimous.)
Statement of Intent: Refer to Committee Report
Respectfully submitted,

Rep. Margaret A. Case, Clerk
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Martel, Andre A, V Chairman
Chabot, Robert F
Manning, Joseph P

Case, Margaret A
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Amendments:
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(Vote to place on Consent Calendar must be unanimous.)

Statement of Intent: Refer to Committee Report

Respectfully submitted,

Rep. 47(7&{ dtf Cee a C&d(/.(:lerk
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COMMITTEE REPORT 77 2P

COMMITTEE: Health, Human Services and Elderly Affairs W —:
BILL NUMBER: HB 169-FN \.\Qf-

TITLE: repealing the certificate of need law '<o A <

-\
DATE: [_— - CONSENT CALENDAR YES [ ] NO \v)
-
[[] OUGHTTO PASS
(] OUGHT TO PASS WITH AMENDMENT
[[] INEXPEDIENT TO LEGISLATE
gf RE-REFER
(] REFERTO COMMITTEE FOR INTERIM STUDY

(Available only in second year of biennium.)

STATEMENT OF INTENT
(Include Committee Vote)
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FOR THE COMMITTEE

Original: House Clerk
cc: Committee Bill file
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TITLE:
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[] OUGHTTO PASS
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COMMITTEE REPORT

COMMITTEE: Health, Human Services and Elderly Affairs
BILL NUMBER: HB 169 - FN
TITLE: repealing the certificate of need law.
DATE: November 13, 2001 CONSENT CALENDAR YES [] No [X
[] OUGHTTO PASS
[[] OUGHT TO PASS WITH AMENDMENT
IZ] INEXPEDIENT TO LEGISLATE
[[] REFERTO COMMITTEE FOR INTERIM STUDY

(Available only in second year of biennium.)

STATEMENT OF INTENT
(Include Committee Vote)

Repealing the certificate of need law is not a new issue for the legislature. In fact, there is a task
force currently working to examine and study the certificate of need and make recommendations for
change. Their recommendations will not be finalized in time for this session. Therefore, a majority
of the committee considered it unnecessary to keep this bill active at this time. New legislation will
undoubtedly be recommended by the Task Force report.

Vote 15-4.

Rep. Alida Millham
FOR THE COMMITTEE

Original: House Clerk
¢  Committee Bill file

USE ANOTHER REPORT FOR MINORITY REPORT



Health, Human Services and Elderly Affairs
HB 169 - FN, repealing the certificate of need law. INEXPEDIENT TO LEGISLATE

Rep. Alida Millham for Health, Human Services and Elderly Affairs: Repealing the certificate of
need law is not a new issue for the legislature. In fact, there is a task force currently working to
examine and study the certificate of need and make recommendations for change. Their
recommendations will not be finalized in time for this session. Therefore, a majority of the
committee considered it unnecessary to keep this bill active at this time. New legislation will
undoubtedly be recommended by the Task Force report. Vote 15-4.
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