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Bond Request for Certificate of Need Review/Waiver

The Hospital Finance Authority Act, M.C.L. 331.77, requires that before a state or local authority authorizes the issuance of the bonds, a Certificate of Need shall be obtained or a determination shall be received from the Michigan Department of Community Health that a Certificate of Need is not required for the project.

The Certificate of Need (“CON”) Section in the Department of Community Health has contracted with the Michigan State Hospital Finance Authority to review requests made pursuant to M.C.L. 331.77, to determine that the applicant is compliant with Part 222 of the Public Health Code (CON requirements).  The request for review must come from an authorized agent of the borrower requesting a determination stating that a CON is not required or has been obtained.  

The CON Waiver Request must include a cover letter and supplemental schedules.  The cover letter should list the name of the organization and address of the health facility or facilities as well as a description of the nature of the request.  The letter should contain contact information for an individual that the department may get in touch with if additional information is required.  The total amount of the anticipated financing amount should also be provided.  The supplemental schedules should include a detailed listing of the items to be financed.  This information should be presented in a table and should be facility specific. An example cover letter and table is included in this document following the instructions:

Definitions (excerpts from Part 222)

(1) “Capital expenditure” means an expenditure for a single project, including cost of construction, engineering, and equipment that under generally accepted accounting principles is not properly chargeable as an expense of operation. Capital expenditure includes a lease or comparable arrangement by or on behalf of a health facility to obtain a health facility, licensed part of a health facility, or equipment for a health facility that would have been considered a capital expenditure.  Capital expenditure includes the cost of studies, surveys, designs, plans, working drawings, specifications, and other activities essential to the acquisition, improvement, expansion, addition, conversion, modernization, new construction, or replacement of physical plant and equipment.

(2) “Covered capital expenditure” means a capital expenditure of $2,715,000 or more, as adjusted annually by the department of community health department under M.C.L. 333.22221(g), by a person for a health facility for a single project, excluding the cost of nonfixed medical equipment, that includes or involves acquisition, improvement, expansion, addition, conversion, modernization, new construction, or replacement of a covered clinical service. 

(3) “Clinical Service Area” means an area of a health facility, including related corridors, equipment rooms, ancillary service and support areas that house medical equipment, patient rooms, patient beds, diagnostic, operating, therapy, or treatment rooms or other accommodations related to the diagnosis, treatment, or rehabilitation of individuals receiving services from the health facility

(4) “Covered clinical service” means 1 or more of the following:

a. Initiation or expansion of 1 or more of the following services:

i. Neonatal intensive care services or special newborn nursing services

ii. Open heart surgery

iii. Extrarenal organ transplantation

b. Initiation, replacement, or expansion of one or more of the following services:

i. Extracorporeal shock wave lithotripsy

ii. Megavoltage radiation therapy

iii. Positron emission tomography

iv. Surgical services provided in a freestanding surgical outpatient facility, an ambulatory surgery center, or a surgical department of a hospital offering inpatient and outpatient surgical services

1. Cardiac catheterization

2. Fixed and mobile magnetic resonance imager services

3. Fixed and mobile computerized tomography scanner services

4. Air ambulance services

c. Initiation or expansion of a specialized psychiatric program for children and adolescent patients utilizing licensed psychiatric beds

d. Initiation, replacement, or expansion of a service not listed in this section, but designated as a covered clinical service by the Certificate of Need Commission under M.C.L. 333.22215(1)(a)

Definitions – continued

(5) “Health facility” means: 

a. A hospital

b. A psychiatric hospital or psychiatric unit licensed under the mental health code, 1974 PA 258, M.C.L. 330.1001 to 330.2106

c. A nursing home licensed or a hospital long-term care unit

d. A freestanding surgical outpatient facility

e. A health maintenance organization issued a license or certificate of authority within Michigan

Projects Available for CON Waiver:

(1) Projects for non-covered clinical services;

(2) Projects for a unlicensed facility (i.e., medical office buildings) with no covered clinical services;

(3) Projects for covered capital expenditure below the threshold in a licensed health facility;

(4) Projects for covered capital expenditure above the threshold in a licensed health facility where bond financing was listed as the Source of Funds in the original decision letter or amendment letter(s).  CON approval for Source of Funds (i.e., bond financing) must be obtained prior to the Bond Waiver request;

(5) Projects for an initiation, expansion or replacement of a covered clinical service where bond financing was listed as the Source of Funds in the original decision letter or amendment letter(s).  CON approval for Source of Funds (i.e., bond financing) must be obtained prior to the Bond Waiver request; and/or

(6) Projects for the acquisition, initiation, or replacement of a health facility where bond financing was listed as the Source of Funds on the original decision letter or amendment letter(s).  CON approval for Source of Funds (i.e., bond financing) must be obtained prior to the bond waiver request.

Table Instructions:

(1) A table must be developed listing the item(s) to be financed through the bond issuance

(2) Table must include a description of the item(s) included in the bond request and the total cost for the item(s)

(3) Covered clinical services must be listed separately from non-covered clinical services

(4) Covered clinical services must be individually itemized

(5) Any listed item requiring CON approval must be noted

(6) CON number assigned to the covered clinical service must be noted as a footnote or as part of the table

(7) Construction in clinical service areas must be itemized

(8) Replacement equipment in an operating room (OR) must list the specific operating room, the equipment to be placed in the OR, and the CON number for that OR

(9) Health facilities must be grouped separately as CON is facility specific.

(10) A total for each health facility must be listed following each facility group

(11) A grand total for the bond waiver request must be included to summarize all the facility groupings

Note: The CON Section will exclude any item(s) that required CON approval, which was obtained prior to the bond waiver request, and did not list bond financing or HELP loans as part of the Sources of Funds in the original decision letter or amendment letter(s).  For example, this will exclude CON-approved projects that used cash as the Source of Funds, and the applicant is now requesting to replenish the cash reserves after the project was deemed 100% complete by the CON Section.

Example Cover Letter 1

Healthcare Equipment Loan Pool (HELP)

Date

Financial Analyst
Certificate of Need Section

Michigan Department of Community Health

Lewis Cass Building 

320 South Walnut Street, 3rd Floor

Lansing, MI 48913

Re: (Healthcare Facility Name) 

Dear Financial Analyst:

The (Name of Hospital Association) and (Name of Authority) are proposing to complete a Healthcare Equipment Loan Pool loan for (Healthcare Facility Name) in the amount of $(dollar amount of loan).  We are working jointly on this pool which requires a determination by the Hospital Finance Authority Act as to whether a Certificate of Need (CON) is required for any projects which are included in the bond issuance.  Enclosed is a description of items that the above referenced healthcare facility proposes to purchase with HELP funds through the (Name of the Authority). 

We are requesting a CON Waiver letter to confirm the non-CON status of the items included on the attached schedule.  Thank you for your assistance. Feel free to contact me at (contact information) if you have any questions regarding the proposed project. 

Sincerely, 

Signature

Name

Title

Example Cover Letter 2  

Bond Issuance

Date

Financial Analyst
Certificate of Need

Michigan Department of Community Health

Lewis Cass Building 

320 South Walnut Street, 3rd Floor

Lansing, MI 48913

Re: Confirmation regarding Certificates of Need for Bond Financed Projects

Dear Financial Analyst:

(Applicant Name) intends to finance $(dollar amount) of capital expenditures using a bond offering with the (Hospital Finance Authority Name) in (Date of application), and/or finance capital expenditures from proceeds of certain bonds previously issued by the Authority.  We anticipate financing only projects for which a Certificate of Need is not required, or certain projects, for which a Certificate of Need is expected to be received or has been received prior to the (Authority Meeting Date) scheduled meeting of the Authority. 

Before the issuance of a bond offering can be approved by the Authority to finance capital expenditures, (Hospital Name) needs certification from the Michigan Department of Community Health that the capital expenditures either have or do not require Certificate of Need approval. 

In order to assist your Department in reviewing capital expenditures that in our opinion do not require Certificate of Need Approval, we have provided a detailed schedule listing the items to be covered under the bond issuance.  In the instance that the item requires a Certificate of Need approval, the table will be noted as such and a footnote specifying the Certificate of Need number and additional pertinent information regarding this issue will be included. 

In order for (Hospital Name) to proceed with the bond offering according to the established schedule, it will be necessary for us to receive a decision from the Department by (requested date) on this matter.  If there is anything further we can do to expedite your review of this request, please let us know. 

Sincerely, 

Signature

Name

Title

Example Table 1 

Healthcare Equipment Loan Pool example

Healthcare Facility Name

Healthcare Facility Equipment Loan Pool Program Request

Note: Unless noted using a Footnote – items listed do not require Certificate of Need Approval

Facility A: (Facility Name)

	Item Description
	Amount
	Footnote

	Immunoassay Machine
	$51,920
	

	CT Scanner
	$125,000
	(a)

	CT Scanner Room Renovations
	$100,000
	(a)

	Furniture for waiting room
	$50,000
	

	Waiting room construction
	$120,000
	

	Construction of Operating Rooms (2)
	$250,000
	(b)

	Operating Room Equipment
	$75,000
	(b)

	
	
	

	Total
	$771,920
	


Facility B: (Facility Name) <If applicant owns more then one facility>

	Item Description
	Amount
	Footnote

	
	
	

	Ultrasound System
	$200,000
	

	HVAC System
	$650,000
	

	Health Information System
	$300,000
	

	Parking Lot Renovations
	$75,000
	

	Total
	$1,225,000
	


Grand Total for Bond Application:        $1,996,920

Footnotes:

(a) CT Scanner approved under CON#00-0001 – financing listed on decision letter as bond finance

(b) Operating rooms approved under CON #00-0002 – financing listed on decision letter as bond finance

Example Table 2

Multi-Hospital Group Bond Finance Project

Hospital Group Name

Expenditures to be covered under bond finance project

Hospital 1: (Hospital Name)

	Item
	Department

Name
	Description
	Cost
	Date Placed in Service/

Purchase Date
	CON Required

(Number)

	1
	Plant Ops
	Imaging Center Expansion
	$10,542,000
	06/01/05
	Yes (02-0001)

	2
	Plant Ops
	Construction Power Room
	$15,000,000
	06/30/05
	No

	3
	Radiology
	CT Scanner
	$1,750,000
	08/31/04
	Yes (03-0002)

	4
	Cardiology
	Replace Cath Lab
	$2,000,000
	09/15/05
	Yes (04-0001)

	
	
	
	
	
	

	
	
	Total Hospital 1
	$29,292,000
	
	


Hospital 2: (Hospital Name)

	Item
	Department

Name
	Description
	Cost
	Date Placed in Service/

Purchase Date
	CON Required

(Number)

	1
	Plant Ops
	Food Svc Renovation
	$700,000
	06/30/05
	No

	2
	Lab/Pharm
	Bar Coding Patient ID Sys
	$850,000
	06/30/05
	No

	3
	Radiology
	MRI Machine
	$1,750,000
	04/30/06
	Yes (04-0002)

	4
	Radiology
	Renovation for new MRI
	$150,000
	04/30/06
	Yes (04-0002)

	
	
	
	
	
	

	
	
	Total Hospital 2
	$3,450,000
	
	


Hospital 3: (Hospital Name)

	Item
	Department

Name
	Description
	Cost
	Date Placed in Service/

Purchase Date
	CON Required

(Number)

	1
	Site
	Lobby Expansion
	$4,500,000
	06/01/05
	No

	2
	Oncology
	Rad Oncology Microscope
	$120,000
	09/01/05
	No

	3
	Radiology
	PACS Upgrade
	$800,000
	12/10/05
	No

	4
	Endo
	Colonoscopes
	$75,000
	10/01/04
	No

	
	
	
	
	
	

	
	
	Total Hospital 3
	$5,495,000
	
	


Grand Total for Hospital Group:   $38,237,000

(01/06)


