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TRANSMITTAL LETTER

STATE OF NORTH CAROLINA

HOUSE SELECT COMMITTEE ON THE CERTIFICATE OF NEED
PROCESS AND RELATED HOSPITAL ISSUES

April 19,2012

TO THE MEMBERS OF THE 2012 HOUSE OF REPRESENTATIVES:

Attached for your consideration is the interim report of the House Select Committee on the
Certificate of Need Process and Related Hospital Issues established by the Speaker of the
House of Representatives pursuant to G.S. 120-19.6(al) and Rule 26 of the Rules of the
House of Representatives of the 2011 General Assembly.

Respectfully submitted,
Representative Fred Steen Representative John Torbett
Co-Chair Co-Chair
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COMMITTEE AUTHORIZATION

Office of Speaker Thom Tillis
North Carolina House of Representatives
Raleigh, North Carolina 27601-1096

HOUSE SELECT COMMITTEE ON THE CERTIFICATE OF NEED PROCESS AND
RELATED HOSPITAL ISSUES.

TO THE HONORABLE MEMBERS OF THE
NORTH CAROLINA HOUSE OF REPRESENTATIVES

Section 1. The House Select Committee on the Certificate of Need Process and Related
Hospital Issues (hereinafter "Committee") is established by the Speaker of the House of
Representatives pursuant to G.S. 120-19.6(al) and Rule 26 of the Rules of the House of
Representatives of the 2011 General Assembly.

Section 2. The Committee consists of the 11 members listed below, appointed by the
Speaker of the House of Representatives. Members serve at the pleasure of the Speaker of the
House of Representatives. The Speaker of the House of Representatives may dissolve the

Committee at any time.

Representative Fred Steen, Co-Chair
Representative John Torbett, Co-Chair
Representative Jamie Boles
Representative Mark Hollo
Representative Bill Current
Representative Marilyn Avila
Representative Jeff Collins
Representative Shirley Randleman
Representative Rick Glazier
Representative Martha Alexander
Representative Marcus Brandon

Section 3. The Committee may study all of the following;

1) The provisions of House Bill 743, First Edition, 2011 Regular Session and House
Bill 812, First Edition, 2011 Regular Session.

(2 The legal requirements and process governing Department of Health and
Human Services determinations on applications for CON, including an analysis



of exceptions granted under policy AC-3 of the State Medical Facilities Plan as
implemented by the Department of Health and Human Services.

3) Issues relating to publicly owned hospitals, including determining the
appropriate role of State-owned hospitals and the appropriate manner for public
hospital authorities created under G.S. 131E-17 to operate beyond the boundaries
of the local government that created the authority.

(4) Whether a hospital operating under a Certificate of Public Advantage should be
required to comply with the same rules, policies, and limitations to each county
in which it operates.

) The extent to which a publicly owned hospital should engage in business with an
entity having a Certificate of Public Advantage or operating under an exemption
under the CON laws of the State.

(6) Any other matter reasonably related to subdivisions (1) through (4) of this
section, in the discretion of the Committee.

Section 4. The Committee shall meet upon the call of its Co-Chairs. A quorum of the

Committee shall be a majority of its members.

Section 5. The Committee, while in the discharge of its official duties, may exercise all
powers provided for under G.S. 120-19 and Article 5A of Chapter 120 of the General Statutes.

Section 6. Members of the Committee shall receive per diem, subsistence, and travel
allowance as provided in G.S. 120-3.1.

Section 7. The expenses of the Committee including per diem, subsistence, travel
allowances for Committee members, and contracts for professional or consultant services shall
be paid upon the written approval of the Speaker of the House of Representatives pursuant to
G.S. 120-32.02(c) and G.S. 120-35 from funds available to the House of Representatives for its
operations.

Section 8. The Legislative Services Officer shall assign professional and clerical staff to
assist the Committee in its work. The Director of Legislative Assistants of the House of
Representatives shall assign clerical support staff to the Committee.

Section 9. The Committee may submit an interim report on the results of the study,
including any proposed legislation, on or before May 1, 2012, by filing a copy of the report with
the Office of the Speaker of the House of Representatives, the House Principal Clerk, and the
Legislative Library. The Committee shall submit a final report on the results of its study,
including any proposed legislation, to the members of the House of Representatives prior to the
convening of the 2013 General Assembly by filing the final report with the Office of the Speaker
of the House of Representatives, the House Principal Clerk, and the Legislative Library. The
Committee terminates upon the convening of the 2013 General Assembly or upon the filing of
its final report, whichever occurs first.

Effective this the 24t day of August, 2011

Thom Tillis
Speaker
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COMMITTEE MEMBERSHIP

Representative Fred Steen, Co-Chair Representative John Torbett, Co-Chair
Fred.Steen@ncleg.net John.Torbett@ncleg.net
0919-733-5881 0 919-733-5868

Representative Martha Alexander Representative Marilyn Avila
Martha.Alexander@ncleg.net Marilyn.Avila@ncleg.net

0 919-733-5807 0 919-733-5530

Representative Jamie Boles Representative Marcus Brandon
Jamie.Boles@ncleg.net Marcus.Brandon@ncleg.net

0 919-733-5903 0 919-733-5825

Representative Jeff Collins Representative Bill Current

Jeff. Collins@ncleg.net Bill. Current@ncleg.net

0 919-733-5802 0 919-733-5809

Representative Rick Glazier Representative Mark Hollo
Rick.Glazier@ncleg.net Mark. Hollo@ncleg.net

0 919-733-5601 0 919-733-8361

Representative Shirley Randleman
Shirley.Randleman@ncleg.net
0919-733-5935

‘ STAFF:

Committee Clerk (919) 733 5868
Viddia Torbett — torbettla@ncleg.net

Office of the Speaker of the House of Representatives (919)733-3451
Chris Hayes - chris.hayes@ncleg.net
Amy Hobbs - amy.hayes@ncleg.net

Research Division (919) 733-2578

Shawn Parker — Shawn.parker(@ncleg.net
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PREFACE

The development of health care facilities and provision of health care services in North Carolina has
been subject to State-level regulation and determinations of need since the late 1970's. This health
care planning process seeks to ensure that rural areas and underserved populations have adequate
access to health care, to encourage safety and high quality in the health care services provided, and
to reduce health care costs through the elimination of unnecessarily duplicative expensive facilities,
equipment and services. To accomplish these goals, the statutes require the development of annual
projections of need for various types of health care facilities and services.! The resulting document
is known as the State Medical Facilities Plan (SMFP). To implement the SMFP, the General
Assembly enacted the Certificate of Need Law,” which provides the process by which persons may
apply for a license to construct or expand health care facilities or to provide services in accordance

with the determined need.

In addition to the SMFP and the CON law, the State has also taken steps to enhance the availability
of quality health care services by allowing hospitals and other persons to entet into cooperative
agreements for the provision of health care that would otherwise be subject to State antitrust
scrutiny.® Such agreements are subject to the issuance by the State of a Certificate of Public
Advantage (COPA). The COPA spells out conditions of operation on the parties to the agreement
that, in theory, should counterbalance any competitive advantage gained in the health care
marketplace under the cooperative agreement. Only one COPA has issued since the enactment of

the statute in 1993.

Although the Certificate of Need law has been amended several times since enacted, it has been a
number of years since the General Assembly undertook a serious review of the program.* Further,
there is concern that our certificate of public advantage law has not adequately offset the
competitive advantage gained under the cooperative agreement and it is unclear if Article 9A
provides a definitive process to initiate the termination of an agreement.

The House Select Committee on the Certificate of Need Process and Related Hospital Issues was
created and charged with the review of the State health planning process, including the State's CON
program and the implementation of the COPA law, to determine whether these programs are
adequately serving their intended purpose of ensuring the availability of quality, cost effective health
care services to North Carolina citizens. The Committee began its work in September of 2011 and
after soliciting input from citizens in all regions of the State has determined, based on the depth and
complexity of the information received, further examination is warranted prior to any action.

' G.S. 131E-177

2 Article 9, Chapter 131E of the General Statutes

3 Article 9A, Chapter 131E of the General Statutes.

4 1991, Legislative Research Commission: Committee on Care Provided by Rest Homes, Intermediate Care Facilities, and Skilled Nursing

Homes; Necessity for Certificates of Need; and Continuing Care Issues.
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COMMITTEE PROCEEDINGS

Below is a brief summary of the Committee's proceedings. A more detailed record of the
Committee's work can be found in the Committee's notebook, located in the Legislative Library.

September 14, 2011

The House Select Committee on the Certificate of Need Process and Related Hospital Issues
met Wednesday, September 14, 2011, in Room 544 of the Legislative Office Building at 10:00 am.
Shawn Parker, Committee Counsel, was called upon to give a review of the Committee Charge.

' Committee Counsel, Barbara Riley, Amy Jo Johnson, and Jan Paul, gave an overview of North

Carolina Certificate of Need Law. This presentation included a review of the North Carolina State
Coordinating Council, the State Medical Facilities Plan, and the State Health Planning Process. Also
discussed were facilities, services, and equipment subject to the Certificate of Need laws, the
application process, and the process by which to appeal a decision regarding Certificate of Need.
Following the presentation on Certificate of Need, Shawn Parker gave an overview regarding
Certificate of Public Advantage, including its purpose, the legislative history, and the application
process. At this time, there is only one Certificate of Public Advantage in the State and Mr. Parker
reviewed the details of Mission Health System’s Certificate of Public Advantage. The Committee
engaged in discussion and requested additional information be provided at the next meeting.

October 6, 2011

The House Select Committee on the Certificate of Need Process and Related Hospital Issues
met Thursday, October 6, 2011, in Room 544 of the Legislative Office Building at 10:00 am. The
Chair recognized Shawn Parker, Committee Counsel, to go over the Committee charge and address
questions remaining from the previous meeting. Drexel Pratt, Director, Division of Health Service
Regulation, Department of Health and Human Services spoke briefly on Policy Acute Care 3 (AC3),
which allows Academic Medical Center Teaching Hospitals to tequest additional capacity and
equipment to address educational and academic research needs, even if the State Medical Facilities
Plan indicates “no need determination” based on the projected need for the general population. M.
Pratt indicated that the upcoming 2012 State Faciliies Medical Plan would include compromise ’
language surrounding AC3 due to the Hospital Associations work with stakeholders and explained
the compromise language. Jeff Horton, Chief Operating Officer, Division of Health Service
Regulation, Department of Health and Human Services, gave an overview and inventory of facilities
regulated by the Certificate of Need Process, as well as a review of the Certificate of Need
application and appeal process. Mr. Horton also provided various statistics sutrounding Certificate
of Need in North Carolina.

Following the presentations by the Division of Health Services Regulation, the Committee heard
from Hugh Tilson, Senior Vice President, North Carolina Hospital Association. Mr. Tilson
explained the economics of health care and challenges facing hospitals in the State. The final
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presentation was given by Noah Huffstetler III, Attorney and Partner at the firm Nelson Mullins.
Mr. Huffstetler discussed Certificate of Need regulation from a legal pract:ioher's point of view,
including areas in which the Certificate of Need law presents opportunities for improvement.

October 20, 2011

The House Select Committee on the Certificate of Need Process and Related Hospital Issues
met Thursday, October 20, 2011, in the Boone Building at the WNC Agricultural Center in Fletcher,
North Carolina, at 6:00 pm. Shawn Parker, Committee Counsel, gave a brief overview of the
Committee's chatge. The Committee heard two presentations regarding Certificate of Public
Advantage. The first presentation was made by the following individuals: Dr. Ron Paulus, Chief
Executive Officer, Mission Health System, Richard Vinroot, Legal Counsel, Mission Health System,
Dr. Tom McCarthy, Economist, and Brandon Sutherland, Senior Manager, Dixon Hughes
Goodman LLP. This presentation entailed a description of Mission’s experience with its Certificate
of Public Advantage, the effectiveness of the Certificate of Public Advantage on the hospital's
performance, and a request that Mission be released from the Certificate of Public Advantage in the
future.

The second presentation was made by the following individuals: Jim Bunch, President and
Chief Executive Officer, Park Ridge Hospital, Graham Fields, Assistant to the Presented for
External Relations, Park Ridge Hospital, Dr. Brian Quaranta, Physician, 21* Century Oncology, Gail
Cummings, Regional Administrator, 21* Center Oncology, and Dr. Nathan Williams, Physician and
Coalition Member, Western North Catolina Community Heathcare Initiative. This presentation
detailed areas in which the individuals felt the Certificate of Public Advantage would benefit from
changes and requested further oversight of the Certificate of Public Advantage program. Following
the presentations, the Chair recognized individuals from the public to address the Committee on
issues related to Certificate of Need and Certificate of Public Advantage.

November 1, 2011

The House Select Committee on the Certificate of Need Process and Related Hospital Issues
met Thursday, November 1, 2011, in the Council Chamber of the Citizens Center in Mount Holly,
North Carolina at 6:00 pm. Shawn Patker, Committee Counsel, gave a brief overview of the
Committee's charge. Darise D. Caldwell, President of Rowan Regional Medical Center presented
information regarding the AC3 policy in the State Medical Facilities Plan and suggestions for further
changes to that policy. Carol Lovin, President, Management Company, Carolina HealthCare System,
then addressed the Committee. Ms. Lovin explained why the Certificate of Need process is
beneficial and discussed the challenges facing the Certificate of Need regulations, which in her
opinion involve the application and appeals process, as well as the AC3 policy. The final
presentation was made by Doug Luckett, Acting Chief Executive Officer, CaroMont Health and
Maria Long, Executive Vice President and Chief Legal Officer, CaroMont Health. Mr. Luckett and
Ms. Long detailed the positive aspects of the Certificate of Need regulations and discussed areas for
improvement within the application and appeals process. Following the presentations, the Chair
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recognized individuals from the public to address the Committee on issues related to Certificate of
Need and Cettificate of Public Advantage.

November 17, 2011

The House Select Committee on the Certificate of Need Process and Related Hospital Issues
met Tuesday, November 17, 2011, at Cape Fear Community College in Wilmington, North Carolina
at 6:00 pm. The first presentation was made to the Committee by Denise Mihal, President,
Brunswick Novant Medical Center regarding the benefits of Certificate of Need regulations to
Novant Health's facilities. The Committee then heard from Dennis Coffey, Chief Financial Officer,
Dosher Memorial Hospital, who spoke in support of Certificate of Need regulation and offered
suggestions for improving the regulations, particularly with regards to smaller hospitals. The third
presentation was made by the following individuals: Sue Collier, Vice President, University Health
Systems of Eastern Carolina, Dr. Herbert Garrison, Vice President, Medical Affairs, Pitt County
Memorial Hospital and Professor of Medicine, Department of Emergency Medicine, the Brody
School of Medicine, and Dr. Brian Kuszyk, Chief of Staff, Department of Radiology, Pitt County
Memorial Hospital. This presentation discussed the virtues of the AC3 policy and the benefits this
policy provides to the State. The final presentation was made by John Gizdic, Vice President of
Strategic Services and Business Development, New Hanover Regional Medical Center, who spoke in
support of the process. He detailed the benefits that the Certificate of Need Regulations have had
on New Hanover Regional Medical Center's facilities. Following the presentations, the Chair
recognized individuals from the public to address the Committee on issues related to Certificate of
Need and Certificate of Public Advantage.

January 19, 2012

The House Select Committee on the Certificate of Need Process and Related Hospital Issues
met Thursday, January 19, 2012, in Room 544 of the Legislative Office Building at 10:00
am. Representative Torbett presided and gave a brief recap of the previous meetings held across the
State. The Chair then recognized Amy Jo Johnson, Committee Counsel, to present topics for
discussion regarding the Certificate of Need. The presentation included a chart containing issues
and possible solutions that Research staff complied from presentations heard by the Committee and
comments from public (see minutes). The Chair opened the floor for discussion and Committee
members made various changes and additions to the recommendations. Staff was ditected to

follow-up on several questions raised by the Committee.

February 15, 2012

-

The House Select Committee on the Certificate of Need Process and Related Hospital Issues
met Wednesday, February 15, 2012, in Room 421 of the Legislative Office Building at 9:00
am. Shawn Parker, Committee Counsel, began with a review of the items pertaining to the
Certificate of Public Advantage. The presentation was followed by extensive Committee discussion.
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March 15, 2012

The House Select Committee on the Certificate of Need Process and Related Hospital Issues
met Thursday, March 15, 2012, in Room 544 of the Législative Office Building at 10:00 am. The
first presentation of the day was made by Jonathan Christenbury, MD regarding amending the
Certificate of Need Law to allow ophthalmic procedure rooms in licensed health services facilities in
order to improve patients” access and choice. Next the Committee continued discussions on
possible recommendations regarding the Certificate of Need law. After lunch citizens from Harnett
County spoke on how the Certificate of Need law impacts health cate, the economy, and overall
well-being of their county. The speakers present from Harnett County were: Pat Cameron, Good
Hope Hospital; Jim Burgin, Harnett County Commissioner; Dr. Linda Robinson, Family
Practitioner; and Patsy Carson, Mayor of Erwin. The Chair then opened the floor for discussion.
At the end of the meeting, the Chair directed staff to start assembling a draft interim report for the

Committee’s consideration at a future meeting.
April 19, 2012

The House Select Committee on the Certificate of Need Process and Related Hospital Issues
met Thursday, Apsil 19, 2012, in Room 544 of the Legislative Office Building at 10:00 am. The
Committee discussed a draft of the interim report.
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FINDINGS AND RECOMMENDATIONS

Having clear and open processes enables the stakeholders, as well as the public, to fully
participate in the programs and encourages more thorough oversight of the Certificate or Need
and Certificate of Public Advantage programs. The Committee believes that maintaining the
utmost integrity of these programs is vital. The Division of Health Service Regulation should
continue to expand upon its procedures to create more expeditious and transparent processes

within the Certificate of Need and Certificate of Public Advantage programs.

The Committee finds that in order to effectuate the purpose of a certificate of public advantage,
which is to foster improvements in the quality health care services, moderate health care costs,
and improve access to health setvices in underserved areas, regulatory and judicial oversight of
such agreements ate necessary to ensure that the benefits of cooperative agreements outweigh
the disadvantages and teduction in competition resulting from such agreements.

The Committee concludes there is a need for more transparency and accountability by the State
Health Coordinating Council for decisions it makes in the development of the State Medical
Facilities Plan. The Committee finds, while it is necessary for the State Health Coordinating
Council members to have certain experience and expertise in the health care industry, there is
concern of public perception of improptiety based on potential conflicts of interest and the
potential of undue influence by a single individual based on the current appointing process.
While exemptions to the provisions of need determinations of the North Carolina State Medical
Facilities Plan may be necessary, fairness dictates exemptions should be limited to the greatest
extent possible so that all applicants of a particular type of health setvices are subject to the same

requirements.

The Committee heard concerns that the specified capital expenditure amounts for certain
projects and activities needed to be adjusted based on inflation or necessity and that Certificate
of Need review and regulation is no longer needed for specified equipment acquisitions and
services. Further the length and volume of appeals cause delays in the provision of needed
facilities and/or services. It is in the best interest of the State that the Certificate of Need
process be as expeditious as possible and that unnecessary delays be deterred and there should
be an expedited process for appellate review in order to shorten the overall Certificate of Need

determination process.

The House Select Committee on the Certificate of Need Process and Related Hospital
Issues shall continue its in depth review of health care service regulation in North
Carolina and shall, after prudent deliberation, recommend changes that are equitable

and effective.
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Office of Speaker Thom Tillis
North Carolina House of Representatives
Raleigh, North Carolina 27601-1096

HOUSE SELECT COMMITTEE ON THE CERTIFICATE OF NEED PROCESS
AND RELATED HOSPITAL ISSUES. .

TO THE HONORABLE MEMBERS OF THE
NORTH CAROLINA HOUSE OF REPRESENTATIVES

Section 1. The House Select Committee on the Certificate of Need Process
and Related Hospital Issues (hereinafter "Committee") is established by the
Speaker of the House of Representatives pursuant to G.S. 120-19.6(al) and Rule
26 of the Rules of the House of Representatives of the 2011 General Assembly.

Section 2. The Committee consists of the 11 members listed below,
appointed by the Speaker of the House of Representatives. Members serve at the
pleasure of the Speaker of the House of Representatives. The Speaker of the
House of Representatives may dissolve the Committee at any time.

Representative Fred Steen, Co-Chair
Representative John Torbett, Co-Chair
Representative Jamie Boles
Representative Mark Hollo
Representative Bill Current
Representative Marilyn Avila
Representative Jeff Collins
Representative Shirley Randleman
Representative Rick Glazier
Representative Martha Alexander
Representative Marcus Brandon

Section 3. The Committee may study all of the following;:

(1)  The provisions of House Bill 743, First Edition, 2011 Regular
Session and House Bill 812, First Edition, 2011 Regular Session.

(2)  The legal requirements and process governing Department of
Health and Human Services determinations on applications for
CON, including an analysis of exceptions granted under policy AC-



HOUSE SELECT COMMITTEE ON THE CERTIFICATE OF NEED PROCESS AND RELATED
HOSPITAL ISSUES

3 of the State Medical Facilities Plan as implemented by the
Department of Health and Human Services.

(3)  Issues relating to publicly owned hospitals, including determining
the appropriate role of State-owned hospitals and the appropriate
manner for public hospital authorities created under G.S. 131E-17
to operate beyond the boundaries of the local government that
created the authority.

(4)  Whether a hospital operating under a Certificate of Public
Advantage should be required to comply with the same rules,
policies, and limitations to each county in which it operates.

(5)  The extent to which a publicly owned hospital should engage in
business with an entity having a Certificate of Public Advantage or
operating under an exemption under the CON laws of the State.

(6)  Any other matter reasonably related to subdivisions (1) through (4)
of this section, in the discretion of the Committee.

Section 4. The Committee shall meet upon the call of its Co-Chairs. A
quorum of the Committee shall be a majority of its members.

Section 5. The Committee, while in the discharge of its official duties,
may exercise all powers provided for under G.S. 120-19 and Article 5A of
Chapter 120 of the General Statutes.

Section 6. Members of the Committee shall receive per diem, subsistence,
and travel allowance as provided in G.S. 120-3.1.

Section 7. The expenses of the Committee including per diem,
‘subsistence, travel allowances for Committee members, and contracts for
professional or consultant services shall be paid upon the written approval of the
Speaker of the House of Representatives pursuant to G.S. 120-32.02(c) and G.S.
120-35 from funds available to the House of Representatives for its operations.

Section 8. The Legislative Services Officer shall assign professional and
clerical staff to assist the Committee in its work. The Director of Legislative
Assistants of the House of Representatives shall assign clerical support staff to
the Committee.

Section 9. The Committee may submit an interim report on the results of
the study, including any proposed legislation, on or before May 1, 2012, by filing
a copy of the report with the Office of the Speaker of the House of
Representatives, the House Principal Clerk, and the Legislative Library. The
Committee shall submit a final report on the results of its study, including any
proposed legislation, to the members of the House of Representatives prior to the
convening of the 2013 General Assembly by filing the final report with the Office



HOUSE SELECT COMMITTEE ON THE CERTIFICATE OF NEED PROCESS AND RELATED
HOSPITAL ISSUES :

of the Speaker of the House of Representatives, the House Principal Clerk, and
the Legislative Library. The Committee terminates upon the convening of the
2013 General Assembly or upon the filing of its final report, whichever occurs
first.

Effective this the 24th day of August, 2011.

i Tt

Thom Tillis
Speaker




R b' Everett J. Bowman
0 lnson Charlotte Office
704.377.8329 Direct Ph
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March 23, 2012

Email and First Class Mail

Representative Fred F. Steen, Il (fred.steen@ncleg.net)

House Select Committee on the Certificate of Need Process and Related Hospital Issues
300 N. Salisbury Street, Room 305

Raleigh, NC 27603-5925

Representative John A. Torbett (john.torbett@ncleg.net)

House Select Committee on the Certificate of Need Process and Related Hospltal Issues
300 N. Salisbury Street, Room 537

Raleigh, NC 27603-5925

Ms. Viddia Torbet, Committee Clerk (torbettla@ncleg.net)

House Select Committee on the Certificate of Need Process and Related Hospital Issues
300 N. Salisbury Street, Room 537

Raleigh, NC 27603-5925

Mr. Shawn Parker (shawn.parker@ncleg.net)
Senior Legislative Analyst and Staff Attorney
300 N. Salisbury Street, Room 545-LOB
Raleigh, NC 27603-5925

Re:  Request for Public Records relating to Certificate of Public Advantage

Dear Messrs. Steen, Torbett and Parker and Ms. Torbett:

Pursuant to Section 132-6 of the General Statutes of North Carolina, I write to request
copies of all public records relating in any way to any Certificate of Public Advantage or Article
9A of Section 131E of the North Carolina General Statutes. Please provide them at your earliest
convenience; we will remit the cost of producing these records. Note that this request does not
seek any communications, emails or materials submitted to the Select Committee by Robinson,

Bradshaw & Hinson, P.A. or by Mission Health System, Inc. and related entities.

Please let me know if any of you have questions regarding this request. Thank you for

your assistance.
Sincerely,

ROBINSON BRADSHAW & HINSON, P.A.

Everett J. Bowman

EJB:rhk
cc: Ann Y. Young, Mission Health System, Inc.

Robi Bradshaw & Hi P.A.CAttorneys at Law3101 North Tryon Street, Suite 1900 O Charlotte, NC 28246 O 704.377.2536

Charlotte O Research Triangle T Rock Hill
3108694 14853.00012



Viddia Torbett (Rep. Torbett)

N ]
From: NCGA Committee Notices <noreply@ncleg.net>
aent: Tuesday, August 30, 2011 10:10 AM
'aject: <NCGA> House House Select Committee on Certificate of Need Process and Related
Hospital Issues Committee Meeting Notice for Wed, 09-14-2011 at 10:00am

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION

2011-2012 SESSION

‘u are hereby notified that the Committee on House Select Committee on Certificate of Need Process and
Related Hospital Issues will meet as follows:

DAY & DATE: Wednesday, September 14, 2011

TIME: 10:00am

LOCATION: 544 LOB

COMMENTS: 10:00am - 12:00pm Introduction, Health Care Facilities, CON
12:00pm - 1:00pm Lunch Break

1:00pm - 3:00pm CON, COPA



Respectfully,

Representative Steen, Chair

' Representative Torbett, Chair

| hereby certify this notice was filed by the committee assistant at the following offices at

9 AM o’clock on August 30, 2011.

Principal Clerk

Reading Clerk — House Chamber

Viddia Torbett (Committee Assistant)

I|"his message was sent to you by Viddia Torbett (Rep. Torbett) (torbettla@ncleg.net) because you signed up to
receive NC General Assembly Committee Notices by email. To unsubscribe, visit

http://www.ncleg.net/gascripts/Committees/Committees.asp?sAction=ViewDLForm&sActionDetails=House%
20Standing
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REPRESENTATIVE FRED STEEN
CO-CHAIR
300 N. SALISBURY STREET
ROOM 305

RALEIGH, NC 27603-5925
(919) 733-5881

Viddia Torbett
COMMITTEE CLERK

300 N. SALISBURY STREET
ROOM 537

RALEIGH, NC 27603-5925
(919) 733-5868

General Agsembly of Porth Carolina

1bouge Select Committee
On
the Certificate of Feed Process
and Related Bospital Fssues

State Legislative Building
Raleigh, North Carolina

AGENDA

10:00 a.m. Wednesday, September 14, 2011
Room 544 Legislative Office Building

I. Call to Order and Introductory Remarks
Representative Fred Steen
Representative John Torbett

. Committee Charge
Shawn Parker, Research Division, NCGA

III. State Health Services Planning and Certificate of Need
Barbara Riley, Research Division, NCGA
Amy Jo Johnson, Research Division, NCGA
Jan Paul, Research Division, NCGA

IV. Certificate of Public Advantage
Shawn Parker, Research Division, NCGA

V. Committee Discussion

VI. Adjourn

Next meeting:
10:00 a.m., October 6, 2011,
544 Legislative Office Building

REPRESENTATIVE JOHN TORBETT
CO-CHAIR

300 N. SALISBURY STREET
ROOM 537

RALEIGH, NC 27603-5925
(919) 733-5868




MINUTES
' HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND RELATED HOSPITAL ISSUES
Wednesday, September 14, 2011
1:45 p.m.
Room 544, Legislative Office Building

The House Select Committee on Certificate of Need and Related Hospital Issues met on
Wednesday, September 14, 2011, at 1:45 p.m. in Room 544 of the Legislative Office Building.
Representatives Alexander, Boles, Collins, Current, Hollo, Randleman, Steen, and Torbett
attended.

Representative Steen presided. He welcomed the Committee members.

PRESENTATIONS

Shawn Parker, Research Division, NCGA, gave a presentation on the Committee Charge (see
attached). A

‘ Barbara Riley, Research Division, NCGA, Amy Jo Johnson, Research Division, NCGA, and Jan
Paul, Research Division, NCGA, gave a presentation on State Health Services Planning and
Certificate of Need (see attached). R D

Representative Steen gave overview of Constitutional changes and asked for questions.

Representative Torbett: If you could expand on the last slide on page 39 where it references
1993-7, the term any person?

Amy Jo Johnson: What happened in 93, prior to that it really was just health service facilities
that were needing to apply for a certificate of need for their institutional health services, and in
93 it opened it up to any person, that would also involve physicians and providers and not just
the facilities themselves, so it really broadened that category of people that would be going
through the certificate of need process.

Representative Current: The appointment of the SHCC members, is that by the governor, you
mentioned the chair and so forth?

Janice Paul: Yes, the governor appoints all 29 members of the SHCC as well as designates which
‘ member is going to be chair and co-chair and then they are divided up into different
committees, they’ll have an acute care committee, they have various committees that report to



‘ the council, then the council makes recommendations and decisions that regulate the form of
the plan.

Representative Current: Are they required to fill out conflict documents and so forth? @

~

Janice Paul: Based on my understanding, from prior discussion with the department, they
would be subject to the same ethics and conflict requirements as the general assembly.

Representative Current: Can the governor override any decision the committee makes?

Janice Paul: The governor has to approve the plan. If the governor does not approve the plan,
then it goes back to the committee for re-keying of the plan to meet with the governor’s
specifications.

Representative Current: If there is a decision made by the committee for or against issuing a
certificate of need, can the governor override that?

Barbara Riley: No, the governor would not be able to override. If somebody wants to object, it
goes up through the legal process, that is not to say, many of these cases are settled to the
extent that there are settlement agreements between the department and provider involved. |
would assume that decisions are made at that level. The decision itself is appealed through the

’ office of administrative hearings, then the court of appeals. It cannot be unilaterally changed
by the governor.

Shawn Parker, Research Division gave presentation on COPA (see attached)@.
Representative Steen asked for questions.

Representative Steen: Is the COPA review process mostly done through the attorney general’s
office or through the department?

Shawn Parker: What is prescribed is that either of those offices can initiate a review. | believe
that the biennial report is where the review takes place and that would require public comment
and notice that the report has been provided.

Representative Steen: The general assembly changed some things this year and was COPA
reviewed by the general assembly since its conception back in the 90’s?

Shawn Parker: As far as the action from this body beyond initial enacting of the statute, there
was an adjustment in 1998. There was an additional adjustment which as more technical, in
‘ 2005, related to the department of health and human resources changed to the department of



N

health and human services, but as far as what this body controls, they do not take part of it,
they do have the authority to change the statute, which would then govern the review process
but beyond being members of the public or having influence within the other two bodies, this
body did not review the COPA or take any official action towards it.

Representative Steen: The physician employment cap was changed this year, is that right?

Shawn Parker: Yes, the third amendment amended it from 20 to 30% and may have had a few
other adjustments as well.

Representative Collins: My question is this, back on page 2, if we are going to have an
institthion operating under a COPA, from which | understand that we have one operating in the
state, the federal government will allow us to basically bypass their antitrust laws as long as we
meet a two prong test, one of which is to provide active supervision and is our reading a review
every two years considered sufficient to provide that supervision or are we doing other
supervisory activities that we didn’t bring out in this rather brief review?

Shawn Parker: | don’t believe the active supervisio‘ prong has not been challenged, again, as
the statute reads, it has the requirement of every two years, and it has the ability to review at
any time. There has not been any federal antitrust challenge to the one in operation yet.

D
. epresentative Boles: How many employees oversee COPA? -

' ‘v
' *Shawn Parker: Defer to department to answer. @ )

Representative Alexander: Has any other hospital tried for COPA?@
*Shawn Parker: Verify with Mr. Stewart, Mission Hospital is the only application.

*Representative Current: 1. what is the cost and percent of increase in cost of healthcare in the
states that have CON versus the states that do not? (&)

*2. What is the future projection of CON & COPA if the affordable healthcare act becomes law?
3. If someone is granted a CON can they give some beds to someone else or work out a deal?
Barbara Riley: No.

Representative Current: In other words CON would have to approve whole deal?

Barbara Riley: Yes.



Representative Steen adjourned the meeting, noting that the committee is next scheduled for
October 6, 2011 at 10:00 a.m. in room 544.

*Answers to above questions attached.

boof K= e o

Representative Fred Steen, Co-Chair Presiding Viddia Torbett, Clerk

Torbett, Co-Chair



|. Committee Authorization, Powers , and Duties

Appointed by letter- requires a Q of 6 members be established prior to taking official action
Authorized to meet in the interim or between sessions
Meet in Raleigh or with approval elsewhere ( public hearing)
Deemed a committee of the House
a. Permanent House rules apply
b. Limitation to matters contained in the authorization
5. Powers under Articles 5 and 5A
a. Compel state agencies to provide all information and data in their possession or
attainable from their records
b. Call witnesses and compel testimony ( under oath)

hwN R

i. Process for the committee to subpoena a witness if warranted
I\. Matters properly before the committee:

1. Review concepts and provisions as provided in House Bill 743 and 812
a. H743- Requires all rules, policies, and need determinations in the State Medical Facilities
Plan apply equally to particular types of heaith services.
b. H812 requires any hospital authority engaging in activities outside its territorial
boundary obtain a Certificate of Public Advantage
2. Study the provisions of law relating to Certificate of Need

3. Roles of state-owned and publically owned hospitals and public hospital authorities to operate
beyond the boundaries

4. lssues related inconsistencies in rules, policies, and limitations within each county that a hospital
with a COPA operates

5. Business relationships among and between publically owned hospitals and entities that are
operating under a CON or COPA.

6. Other matters reasonably related.

I. Reports required
1. Interim report is authorized to be submitted on or before May 1, 2012
2. Final report required by the convening of the 2013 General Assembly- Committee
terminates upon filing.




o_hwo_ﬁno. oa_.m

Union e i
T E;N-N
T

Maryville
N.u.ou. g

Mzriroe

Appendix A:

North Carolina Health Service Areas

N S_.o._n.wu..
Ommmo:.

—Snemen HSA IV HSA VI
;]

=L Granvillc e Ly e Y Gy
i VA Enankling IR
- uﬂwr‘.ﬂeqm *

hoe 2 Bertie
fDurhamed 1
SEAWAKe e

cmay Washington

dolpht S h

Randolphjichatham

N7 Martin
Wilson

Pitt

S Lo._:,_.mS: Beaufort t

Wayne

Iy, Moore lenoing

“~
no Harnett
\Montgomery "% h
= ﬁwﬁﬂ or Curbérland
hion 2o 8 Y TOF NHoke \o ,m..u..wm::uw.c:

¥

Griaven vmi_ao

2Jones
Buplin

) Anson
g Anso scbtiand A‘ ; T H

)
Roheson ¥ & R

ONSOW
=5yn { Bladen
(o

Pender
Pergler



‘Table 3A 2012 Proposed Certificate of Need Rev1ew Schedule

CON Beginning . Health Service Area Health Service Area
- Review Date I H III IV, V, VI

A Januéuy’ 1,2012 - e T -
February 1,2012 - ABCGHI S e,
March 1, 2012 - A,B,C,E G,H,I

[ April 1, 2012 C,D,E,F, H L K“) M‘" . D
May 1, 2012 " G,F, H'I K, M-“" 3
June 1, 2012 ABCFHI
July 1, 2012 J A,B,C,E H,I J, K‘” M‘”
August 1, 2012 B,C,EF.H, I;K‘?’,\Mv‘?’, v |
September 1, 2012 ' L e B C,E, F HI
October 1, 2012 ° AC,D,FHI " D..
November 1, 2012 B,C,E,H,IL,K® M® L et
December 1, 2012 - | A,B,C,E,F,HILL K% M®

(1) HSAI only
(2) HSAII only.
(3) HSAII only.
‘(4) HSATV only.
" (5) "~ HSAV only.
: -(6) HSAVI only

~': "f.' For further mformatlon about spemﬁc schedules tlmetables and certlﬁcate of need I \

apphcatlon forms, contact

1 North Carolma Dmsmn of Health Semce Regulatlon o
Certificate of Need Section

. 2704 Mail Service Center -
' Ralengh North Carohna 27699-2704

- Phone: (919) 855-3873
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;Hlstory of State Health Planning and
; Certificate of Need

o General Purposes of State Health Planning
. and Certificate of Need:

» Define need for health care facilities and services.

» Control costs by breveni;ing the unnecessary
duplication of facilities and services.

» Improve access to health care facilities and services
in rural areas and by medically underserved
populations

2 P i SR
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History of State Health Planning and
Certificate of Need

o Féde‘ral Health Planning efforts began with passage by Congress
of the Hospital Survey and Construction Act. P.L. 79-725. (Hill-
Burton Act).

o Hill- Burton was designed to provide Federal grants to modernize
hospitals that had become obsolete due to lack of capital
investment throughout the period of the Great Depression and
World War II (1929 to 1945).

o '6,800 health care facilities in more than 4,000 U.S. communities
received grants and loans for construction and modernization.

09/14/2011

o
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History of State Health Planning and
Certificate of Need

o Hill-Burton facilities must provide free or low cost
health care services to all persons residing in the
facility's area who cannot afford to pay for the
services.

o Hill-Burton obligated facilities in North Carolina
are:
» Piedmont Health Service, Chapel Hill
» Cumberland County Health Department
» Snow Hill Medical Center '
» New Hanover Community Health Clinic

N O N

History of State Health Planning and
Certificate of Need

o Hill-Burton is considered the catalyst for State health planning
efforts.

o In addition to providing funding for modification and construction
of hospital facilities, the act provided federal funds for local health
planning councils which were charged with determining the need
for hospital facilities.

o Sought to assure an adequate distribution of health care facilities.

o Hospitals were required to submit plans to the State for approval
prior to the start of construction.

o Plans submitted had to be consistent with the State's health plan.

09/14/2011
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History of State Health Planning and
: Certificate of Need

i

o First State CON program was enacted by New York in
1964. Metcalf-McCloskey Act of 1964. Ch. 730 (1964) NY

Laws 1883.

o New York law mandated a determination of need for a
new hospital or new nursing home facility prior to
approval for construction.

o Maryland, Rhode Island, California, and Connecticut
adopted CON programs during the next 5 years.

o The certificate of need approach to controlling health care

_costs was endorsed by the American Hospital Association
and by 1975, twenty States had adopted Certificate of

Need programs.

3 1 Ot S 2 ¢

 History of State Health Planning and
Certificate of Need

o Meanwhile, at the federal level, Congress continued to expand
and encourage State health planning efforts.

o The Comprehensive Health Planning Act of 1966 provided funding
for State and local health planning councils.

o Planning efforts. were expanded to include health manpower and
services.

o Heélth p'lannin? councils were to assess the health needs of each
area and plan for the coordination and development of new
services.

o Councils had no authority to enforce their plans.

WA T T —F =

09/14/2011
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History of State Health Planning and |
Certificate of Need '

o Section 1122 of the Social Security Act
Amendments of 1972 required States to review all
proposed health care capital expenditures in
excess of $100,000 to determine if they fit in with

the State health plan.

o Also required review of changes in bed capacity
~ and substantial changes in services offered.

o States that did not comply risked losing
Medicare/Medicaid funding.

History of State Health Planning and |

Certificate of Need

o In 1974, Congress enacted the National Health Planning
and Resource Development Act which established the first

CON program requirements.

o The legislation required the states to create local health
service agencies, designate a State Health Planning and
Development agency, and create a State Health

. Coordinating Council to carry out the planning function
consistent with federal requirements.

09/14/2011
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,’ Hlstory of State Health Planmng and
| Certlflcate of Need

o Proposed projects had to be consistent with the
State's health plan to be approved for construction
or implementation.

o Intent was to assure a proper distribution of health
care facilities and services throughout the State and
to control health care costs by eliminating the
unnecessary-duplication of such facnlmes and
services.

[T 1 R | l

Hlstory of State Health Plannmg and
~ Certificate of Need

o NHPRDA was amended in 1979 to require CON
programs to consider "Improvements or
innovations in the financing and delivery of health
services which foster competition and serve to
promote quality assurance and cost
effectiveness”.

o By 1980, all States had either established CON
- programs -or were operating under Section 1122
agreements.

09/14/2011
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History of State Health Planning and
Certificate of Need

o A Congressional Budget Office study of federal
health planning programs was undertaken in
1982. The effectiveness of the federal programs
in cost containment and the effects on
competition were brought into question.

o NHPRDA repealed effective January 1, 1987.
States were allowed to continue their health
planning and certificate of need programs, but
federal funding would no longer be provided.

) I

History of State Health Planning and
| Certificate of Need

| o 14 States repealed their CON programs in the
' decade after the repeal of NHPRDA. 36 States
1 and the District of Columbia still maintain CON
programs.

o Many States that repealed CON, however, still
maintain some cost control regulation.

o Efficacy of CON to meet health planning goals
continues to be reviewed by the States, including
Georgia (2006), Lllinois (2007) and Georgia
(2008). ‘

09/14/2011
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- Hlstory of State Health Planmng and
| Certificate of Need

State Certificate of Naed (CON) Health Laws, 2010

Y
mn—@
Ameri
Suao:-y o
%Gm [ Y]
US. Visgla
akends
CON low; state approval oay be required
app! %

CON law repealed or not in cffect,
Compiled by NCSL June 2010; besed on data from AHPA
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 History of State Health Planning and
Certificate of Need

o A final note regarding a recent constitutional challenge to
Certificate of Need laws.

o August 19, 2011 Ninth Circuit Court of Appeals decided
Yakima Valley Memorial Hospital v. Washington State
Department of Health, 2100 WL 3629895 (2011).

o Court held CON applicant had standing to raise a dormant
commerce clause claim regarding whether a certifi cate of
need regulation constituted an undue burden on interstate
commerce. The case was remanded to the District Court

for further proceedings.

N I R ey |

09/14/2011

o




TLLE R

‘|North Carolina State Health
 Coordinating Council

[ I R

North Carolina State Health
Coordinating Council

| o Establishment and Membership:

Gov. Holshouser on June 1, 1976.

> Directs the development of the annual State Medical

~ Facilities Plan, which prescribes the policies and ,
methodologies used in determining need for new health
care facilities and services in North Carolina. G.S. 131E-
177.

» Originally established by Executive Order No. XIX signed by

0 2 O O S

09/14/2011
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Establishment and Membership continuég;

Current Coundil created by Executive Order No. 139 by Gov. Mike Easley on March

3, 2008. Provides for 29 members appointed by the Governor:

> 1 member from the academic medical centers
> 1 member from the area health education centers

» 2 members from business and industry (at least one individual representing

small business and one representing large business)
» 1 member from the health insurance industry

> 1 member from the N.C. Assodiation of County Commissioners
» 1 member from the N.C. Health Care Facilities Association
1 member from the N.C. Hospital Association

1 member from the N.C. Assodiation for Home Care

1 member from the N.C. Association of Long-Term Care Facilities
1 member from the N.C. Association of Local Health Directors

1 member from the N.C. Medical Sodiety

1 member from the N.C. House of Representatives
1 member from the N.C. Senate

1 member from the U.S. Department of Veterans Affairs (non-voting) .

14 at-large members to represent other health professional associations and

v v
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to ensure regional representation
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Current SHCC Members

&

%ember
‘William Wainwright, Chairman

Donald Beaver

Bill Bedsole

Greg Beler

Don Bradley, MD
Richard Bruch, MD
Vacant

Dennis Clements, [Il, MD
Johnnie Farmer .
Anthony Forlest

Sandra Greene, DrPH
Ted Griffin

Harold Hart

Laurence Hinsdale
Danlel Hoffman

ohn Holt, u.. MD

ric Janls, MD

Brenda Latham-Sadler, MD
Leslie Marshall, MD
Frances Mauney

Zach Miller
Jerry Parks

ar
. Prashant Patel, MD

Thomas Pulliam, MD
Pam Tidwell

Deborah Teasley, PhD
Christopher Ullrich, MD
Zane Walsh, MD

John Young

Next meeting September 28, 2011, on the Dorothea Dix Campus at the Brown Building, Conference
Room 104, beginning at 10:00 a.m.

Representin,

N.f. House of i{e resentative
Health Care Facilities Association
At-Large

At-Large

Health Insurance Industry

N.C. Medical Society

At-large

Academic Medical Centers
County Commissioners Association
N.C. Senate

At-Large .

Business and Indu!

Business and Industry
At-Large* .

Department of Veterans Affairs
At-Large

At-Large

At-Large

At-Large

At-Lar:Fe -

Long-

At-Large

At-Large

Home Care Association

Area Health Education Centers
At-Large

At-Large .
N.C. Hospital Association

‘erm Care Facilities Assoclatlon
Assoclation of Local Health Directors

Fro

avelock
Hickory
Washington
Winston-Salem
Durham
Durham

Durham
Aulander
Graham
Chapel Hill
b
iler Ci
Concorsl
Durham
Raleigh
Smithfield
Winston-Salem
Raleigh
Durham
Wilmington
Edenton

Cary
Winston-Salem 1

Asheville -1

Fayetteville
Charlotte .
Fayetteville
Kings Mountain

1 O s

~
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" North Carolina State Health
‘Coordinating Council

o Members serve 3-year staggered terms so that the
terms of approximately 1/3 of the members expire
ina smgle calendar year.

o Chair and Vice-Chair appomted by Governor for 2-
year terms.

1 L | T sl SR | I
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State Medlcal Facmtles Plan

09/14/2011
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o What is it?

» An annual document containing policies and methodologies
used in determining need for new health care facilities and
services in North Carolina. '

» Developed by the North Carolina Department of Health and.
Human Services, Division of Health Services Regulation, under
the direction of the North Carolina State Health Coordinating

Council.
» Must be approved by the Governor.
> Each Plan takes effect on January 1% and expires on

AL December 31,
[ I I |

State Medical Facilities Plan

» The purpose of the Plan is to make an
overall needs assessment.

» Major objective is to provide individuals,
institutions, state and local government
agencies, and community leadership with

olicies and projections of need to guide
ocal planning for specific health care
facilities and services.

09/14/2011

°

12



L1 IR

%State Medical Facilities Plan

o What's in it?
10A NCAC 14C .0103 STATE MEDICAL FACILITIES PLAN

(a) The North Carolina State Medical Fadlities Plan contains the following information:

(1) Inventory of certain categories of inpatient and outpatient health care facilities,
including number of beds and utilization of beds;

(2) type of services provided by each category of health care facility;

f3) projections of need for acute care hospitals (lndudin%\rehabllitation services),
long-term care fadilities (including nursing homes, home health agencies, and
hospice inpatient fadilities), mental health facilities and end stage renal dlaly5|s
services for various geographical areas of the state;

(4) statement of policies related to acute care facilities rehabilitation services, long-
term care, psychiatric facilities, chemical dependency fécilities, and fadilities for
intermediate care for the mentally retarded, which are used with other criteria
contained in this Subchapter and in G.S. 131E-183 and need projections to
determine whether applications proposing additional beds and services of these
types may be approved under the certificate of need program; and

(5) the certificate of need revfew schedule and description of review categories.
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%State Medical Facilities Plan

» Determination of need is based primarily on
population growth and demographics.

> The projections of need for the various facilities and
“services are used in conjunction with other statutes
and rules in reviewing cettificate of need applications
for establishment, expansion, or conversion of health
care facilities and services.

09/14/2011
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| State Medical Facilities Plan
» Projections of need are provided for the following types of facilities:
« acute care hospitals

< operating rooms

« inpatient rehabilitation facilities

< technology services

< nursing care facilities

« adult care home beds

¢ Medicare-certified home health agencies

« end-stage renal disease dialysis facilities

+ hospice home care and hospice inpatient beds

¢ psychiatric hospital units and specialty hospitals
¢+ substance abuse hospital units, specialty hospitals, and residential

facilities
4 + intermediate care facilities for mentally retarded persons
5 05 N 5 T S|
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State Medical Facilities Plan

o Basic Principles Governing Plan Development

» The Department of Health and Human Services is
designated under G.S. 131E-177 as the State Health
Planning and Development Agency for the State of North
Carolina.

09/14/2011
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State Medical Facilities Plan

» Approved 2011 Plan
+ Promote cost-effective approaches
+ Expand health care services to the medically
underserved
<« Encourage quality health care services

» Proposed 2012 Plan
+ Safety and Quality Basic Principle
+ Access Basic Principle
< Value Basic Principle

[T [T 1

State Medical Facilities Plan

> Methodologies are driven by utilization and
demographics.

> As utilization changes, and as the
population grows and ages, methodologles

may change.

» Consideration is given to county needs as
well as the prevention of unnecessary
duplication of health resources in an area.

09/14/2011
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|State Medical Facilities Plan |

It should be noted that the State Plan
does not necessarily cover all services
and equipment regulated under
Certificate of Need.

9 e v A
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State Medical Facilities Plan

Although DHHS is involved in making
determinations of need for services and facilities in
the Plan, DHHS does not necessarily participate in-
the reimbursement of the cost of care of patients
usmg services and facilities developed in response

to this need.

IR I T —
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EState Medical Facilities Plan

o "Need Determinations" and, where appropriate, "Certificate of Need
Application Due Dates" are listed in each service area chapter.

o Includes background information on the North Carolina State
Health Coordinating Council and on the annual planning cycle, and
contains general policies related to implementing the planning

cycle.

o Chapters dealing with specific facility/service categories contain
summaries of the supply and the utilization of each type of facility
or service, a description of changes in the projection method and
policies from the previous planning year, a description of the
projection method, and other data relevant to the projections of

1T T 1 |
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State Health Planning Process

o Throughout the development of the North
Carolina State Medical Facilities Plan there are
opportunities for public review and comment.

o The process starts in the spring. A general
public hearing is held to discuss
methodologies as to how to project need
determinations. 4

5 2 1 it S B
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 State Health Planning Process

o A public hearing is held in the winter to receive
comments and petitions for changes in basic
policies and methodologies for projecting need.

o Sections of the plan, including the policies and
methods for projecting need, are developed with -
the assistance of committees of the North |
Carolina State Health Coordinating Council. The
committees submit their recommendations to the
Council for approval.

09/14/2011
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‘State Health Planning Process

o A proposed plan is assembled and made avalilable to the public.

o Public hearings on the proposed plan are held throughout the state
in early summer.

o Comments and petitions received during this public hearing period
are considered by the council and, upon incorporation of all
changes approved by the Council, a recommended proposed plan
is presented to the Governor for review and approval.

_ o With the Governor's approval, the State Medical Facilities Plan
| becomes the official document for health facility and health service
planning in North Carolina for the specified calendar year.

O I

State Health Planning Process

o After the Plan has been signed by the Governor, it will be
amended only as necessary to correct errors or to respond to
statutory changes, amounts of legislative appropriations, or
judicial decisions. :

~ o Public hearings will be conducted on proposed amendments and
the Council will recommend any changes deemed necessary and
‘appropriate for the Governor's approval.

6 Thereafter, petitions may be submitted to revise the next State
Medical Facilities Plan, to change basic policies and
methodologies, or to make adjustments to need determinations.

09/14/2011
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~ Helpful Resources

o The 2012 Proposed State Medical Facilities Plan is online at:
hgg:[[www.ncdhhs.gov[dhsr[ngmfpjzo12[gr0920125nfg.gdf

| o Information on civil rights under Hill-Burton can be found at:
http:[[www.hhs.gov[ocr[civiIrights[unders’tanding[HilI-
Burton/index.html

A1 o Publications relating to the North Carolina Medical Facilities
Plan can be found online at:

hgp:[[www.ncdhhs.gov[dhsr[mfg[gublications.html

o Information on the purposes of the N. C. Division of Health
* Service Regulation, including links to information Certificate
of Need, legislative actions, declaratory rulings, and rules

and regulations, can be found at:

http://www.ncdhhs.gov/dhsr/ -
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North Carolina’s Certificate of
Need Program

Overview

o Certificate of need (CON) is the regulatory system
through which the State determined need for certain
medical facilities, services, and equipment is allocated
among providers and throughout the state.

o NCGS 131E-176(3): A Certificate of Need is a written
order which affords the person so designated as the legal
proponent of the proposed project the opportunity to
proceed with the development of such project.

09/14/2011
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North Carolina’s Certificate of
Need Program

0 CON law prohibits health care providers from acqumng,
replacing, or adding to their facilities and equipment,
except in specified circumstances, without the prior
approval of the Department of Health and Human
Services. Prior approval is also required for the initiation

of certain medical services.

0 A CON is valid only for the defined scope, phy5|cal ' e |
location, and person named in the application and h
cannot be assigned except as provided by law. G.S.

- 131E-181.

I A ' l

"North Carolina’s Cerﬁ‘f;’iééféfﬂof
Need Program

o CON Regulations are found in Article 9 of
Chapter 131E of the NC General Statutes. G.S.
131E—1?5 -G.S. 131E-191.1. IS

o Certificate of Need Regulations are found in 4l
Subchapter 14C of Chapter 10A of the NC-
Administrative Code. (10A NCAC 14C.0101
through 10A NCAC 14C.4006)

21
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North Carolina’s Certificate of
Need Program

o The CON Section (the "agency") is located in the
Division of Health Services Regulation within
Department of Health and Human Services.

o Data from the Department shows that the
Certificate of Need Section receives an average
of 217 applications for review each year.

o The CON program is primarily receipts funded,

T LT . o | |
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North Carolina’s Certificate of
Need Program

' SUPPLIES <1% PROPERTY PLANT OTHER EXPENSES
PURCHASED & EQUIP 1% & ADJUST PERSONAL
SERVICES .~ . SERVICES
$435K 7 ' S1.5M
22%,” 76%
18 FTE's i
Total Budget =
Acutal Project Fees
= $2,161,276 |Deposited into Genera

22
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North Carolina's Certificate of
Need Program

History
o North Carolina first adopted a CON law in 1971.

o The 1971 law was found unconstitutional by the NC
Supreme Court. In re Certificate of Need for Aston Park
Hospital, Inc. 282 NC 542 (1973).

o The basis for the decision was that the statutory program
deprived individuals of the right to use private property
without due process of law.

o Legislature repealed the act shortly thereafter.

L o 1 i B
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North Carolina’s Certificate of
Need Program |

Current CON Law
o Enacted in 1977. ,
- o Included extensive findings of fact including:

o "(7) That the general welfare and protection of lives, health,
- and property of the people of the State require that new
" institutional health services to be offered within this State be
subject to review and evaluation as to need, cost of service,
accessibility to services, quality of care, feasibility, and other
criteria..."

- o0 The NC Supreme Court has upheld the constitutionality of the
current CON-law.

HY Hope ~ A Women's Center, PA. v. State, _ N.C. App. _ (2010).

O P N e B ¢
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Certificate of Need in NC

o Requirement of Certificate of Need

A CON must be obtained before:
» Developing or offering a “new institutional
- health service.” I

» Acquiring a health service or facility if the
acquisition would have been a “new institutional
health service if purchased.”

*  » Capital expenditure of $2 million or more

b N s A S e
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Certificate of Need in NC

Developing or offering a
“new institutional health service”

o Construction, development, or other
establishment of a new health service facility

24




TLE ] R

- Certificate of Need in NC

o Health Service Facilities Regulated by CON:
Acute care hospitals ‘

Inpatient psychiatric hospitals '
Inpatient rehabilitation hospitals

Nursing homes .

Kidney disease treatment centers

Intermediate care facilities for the mentally retarded
Certified home health agencies :

Chemical dependency treatment facilities

Diagnostic centers

Hospice programs

Hospice Inpatient facilities

Hospice residential care facilities

Ambulatory surgical facilities

Adult care homes

Long-term care hospitals

VVVVVYVVYVYVVVYVVYVYY
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| ‘Certifi(ﬁa't»e» of Need in NC

Acute Care Hospitals*

o Hospital: A public or private institution which is primarily
engaged in providing to inpatients, by or under supervision
of physicians, diagnostic services and therapeutic services
for medical diagnosis, treatment, and care of injured,
disabled, or sick persons, or rehabilitation services for the
rehabilitation of the injured, disabled, or sick persons,
except long-term care hospitals. nces 1316-176(13)

o As of Spring 2011, there are 114 licensed acute care
hospitals for a total of 20,699 licensed acute care beds.

1 0 A S A S|
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~ Certificate of Need in NC

Long-term Care Hospitals*

o Long-term care hospital: A hospital that has been
classified as a long-term care hospital by the Centers
for Medicare and Medicaid Services, pursuant to 42
C.ER. § 412. nccs 1316-176(14K)

» Meets Medicare's conditions of participation for acute
care hospitals
» Average stay of more than 25 days

0 2010 data indicates there are 9 licensed long-term
care hospitals with a total of 424 beds.

i
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Certificate of Need in NC

Adult Care Homes*

o Adult care home: a licensed facility with seven or more beds
that provides residential care for aged or disabled persons
whose principal need is a home which provides the
supervision and personal care appropriate to their age and
disability and for whom medical care is only occasional or

incidental. nces 1313€-176(1)

o Services are founds in adult care homes, nursing homes, and
hospitals. :

| N ]J[l T T Eepn | I
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 Certificate of Need in NC

Adult Care Homes (continued)

» 41,809 licensed beds

> 996 licensing pending beds

» 530 beds with previous need determinations
for which a CON has not been issued

T e T T

? Certificate of Need in NC

Hospice Programs*

" o Hospice: Any coordinated program of home care with
provision for inpatient care for terminally ill patients and
their families. A hospice program of care provides

 palliative and supportive medical to meet needs of
patients and their families, which are experienced during
the final stages of terminal iliness and during dying and
bereavement. NcGs 131E-176(13a) ‘

» 257 hospice facilities ‘
+ 35 hospice inpatient facilities with 323 beds
+ 26 hospice residential facilities with 177 beds

1 1 s e B
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Certificate of Need in NC

End-stage Renal Disease (ESRD) Facilities*

o Kidney disease treatment center: A facilit'x‘ghat is certified
as an end-stagieI renal disease facility by the Centers for
Medicare and Medicaid Services, pursuant to 42 C.FR. §
405. NCGS 131E-176(14¢) :

: Renal transplantation center

Renal dialysis center '

Renal dialysis facility

Self dialysis unit

Special purpose renal dialysis facility

PRI S

» 168 ESRD centers that are certified and operational
> 21;1ti f(_:ngs are issued for more centers but they are not yet
certifi

12 O P 1 A O e
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Certificate of Need in NC
Substance Abuse Inpatient

and Residential Services*
(Chemical Dependency Treatment Beds)

o Chemical deﬁendency treatment facilil¥: A facility, or unitin a
facility, which is engaged in providing 24-hour a éay treatment for
chemical dependency or substance abuse. NCGS 131E-176(5a)

» 3 state-owned Alcohol and Drug Abuse Treatment Centers
(ADATCs) have 240 beds
+ Julian F. Keith ADATC — Black Mountain, NC
+ R. . Blackley ADATC — Butner, NC
¢ Walter B. Jones ADATC — Greenville, NC . T

17 non-state owned in specialty and acute care hospitals
15 residential treatment facilities
658 beds

VvVvwv

> Beds speciﬁeally for detoxification are not included.
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Intermediate Care Facilities for
Mentally Retarded*(ICF/MR)

o Intermediate care facility for the mentally retarded:
Licensed facilities providing health and habilitative
services for persons with mental retardation, autism,

cerebral palsy, epilepsy or related conditions.
NCGS 131E-176(132) '

» ICF/MR is a category of group home under the federal—
state Medicaid program.

Re 5,084 certified beds

I A R e | N}
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Certificate of Need in NC

Also regulated by CON as a
“new institutional health service

"

o Operating Rooms
o Gastrointestinal Endoscopy Rooms

T

09/14/2011
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'~ Certificate of Need in NC

Operating Rooms*

o Operating room: A room used for the performance of surgical
{)rocedures requiring one or more incisions and that is required
o comply with all applicable licensure codes and standards for

an operating room. NCGS 131€-176(18c)

o Ambulatory surgical facility: A facility designed for the provision
of a specialty or multispecialty ambulatory surgical program.. An
ambulatory surgical facility may only admit patients for a period
of less than 24 hours. NoGS 131€-176(1b)

» 161 dedicated inpatient surgery rooms . e
» 292 dedicated ambulatory surgical facility rooms 1
» 869 shared operating rooms.

55 25 O e 1
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~ Certificate of Need in NC

Gastrointestinal Endoscopy Rooms*

o Session Law 2005-36 removed GI endoscopy rooms from
the definition of operating room.

o Gastrointestinal endoscopy room: A room used for
procedures that require the insertion of a flexible endoscope
into a gastrointestinal orifice to visualize the gastrointestinal
lining and adjacent organs for diagnostic or therapeutic

pUrpOSES. NCGS 131E-176(7d)

0 444 GI Endoscopy rooms

30




09/14/2011

LLE ] [ 105

. Certificate of Need in NC

_ Also régulated by CON as a
“new institutional health service”

o Bone marrow transplantation

o Burn intensive care services

o Neonatal intensive care services
o Open-heart surgery services

o Cardiac catheterization services

| Certificate of Need in NC

Bone Marrow Transplantation Services*

o Bone marrow transplantation: The process of infusing
bone marrow into persons with diseases to stimulate the
production of blood cells. nces 1316-176(2a)

o Two Types:
Allogeneic (donor)
Autologous (self)

'» 593 transplants were performed in FY 2009-2010.
Allogeneic bone marrow transplants are limited to the 5
Academic Medical Center Teaching Hospitals. -

YRiEn """"""»"':"l"ff"I T ‘ ) S W 5 £

31



09/14/2011

I I | e

' Certificate of Need in NC

" Burn Intensive Care Services¥*

o Burn intensive care services: Services provided in
a unit designed to care for patients who have
been severely burned. nces 131€-176(2b)

o Currently there are 2 burn intensive care service

centers.
» WFU Baptist Hospital
» UNC Hospital

o Total of 29 burn unit beds

L] | [ 1

Certificate of Need in NC
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Cardiac Catheterization Services*

o Cardiac catheterization services: Procedures, excluding pulmonary
angiography procedures, in which a catheter is introduced into a vein
or artery and threaded éwough the dirculatory system into the heart
s?eciﬁcally to diagnose abnormalities in the motion, contraction, and
blood flow of the moving heart or to perform surgical therapeutic
interventions to restore, repair, or reconstruct the coronary blood

vessels of the heart. NOGS 131E-176(2g)

» 51 hospitals
» 3 cardiac diagnostic centers (outpatient facilities)

» 12 mobile cardiac units

o = o
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" Certificate of Need in NC

Open-heart Surgery Services*

o Open-heart surgery services: The provision of
surgical procedures that utilize a heart-lung
bypass machine during surgery to correct
cardiac and coronary artery disease or
defects. noes 1316-176(18b)

> 22 hospitals provide open-heart surgery services
» 72 heart-lung bypass machines

i T L S N | 2
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| Certificate of Need in NC

Solid Organ Transplantation Services*

o Solid organ transplantation services: Surgical
procedures and the interrelated medical services that.
accompany the surgery to remove an organ from a

patient and surgically implant an organ from a donor.
NCGS 131E-176(24d)

o Performed only at the 5 Academic Medical Center
Teaching Hospitals. »

09/14/2011
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Certificate of Need in NC

Equipment regulated by CON as a
“new institutional health service”

Air ambulance

Cardiac catheterization equipment
Gamma knife

Heart-lung bypass machine

Linear accelerator

Lithotripter

MRI

PET scanner

Simulator _
Mobile medical equipment not in use prior to 1993
Major medical equipment

000000000 O0OO0

- Certificate of Need in NC

Linear Accelerator*

o Linear accelerator: A machine used to produce ionizing
radiation in excess of 1,000,000 electron volts in the form
of a beam of electrons or photons to treat cancer patients.
NCGS 131E-176(14d)
o Used in the treatment of cancer - destroying cells with
ionizing radiation

» 2010 date shows 20 linear accelerators in 15 locations

» More have a certificate of need in hand or for which there is
a prior year need determination

o

1 1 oot s 1
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| Certificate of Need in NC

Air Ambulance

o Air ambulance: Aircraft used to provide air
transport of sick or injured persons between
destinations within the State. nces 131€-176(12)

o FAA laws preempt

1 I A

Certificate of Neéd in NC

Gamma Knife*

o Gamma knife: Equipment which emits photon
beams from a stationary radioactive cobalt source to
treat lesions deep within the brain and is one type of
stereotactic radiosurgery. nNcGs 131E-176(7c)

o Uses radiation to perform brain-surgery without
opening the skull.

> Wake Forest Baptist Hospital
_ » Pitt County Memorial Hospital

I
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Certificate of Need in NC

Lithotripter*

"o Lithotripter: Extra-corporeal shock wave technology
|| used to treat persons with kidney stones and
14" gallstones. ness 1316-176(14)

» FY 2009-2010: 14 lithotripsy units operated by 8
providers. :
» One fixed unit and 13 mobile units

N I | [

~ Certificate of Néed in NC

Magnetic Resonance Imaging Scanner
(MRI)*

o Magnetic resonance imaging scanner: Medical imaging

equipment that uses nuclear magnetic resonance.
NCGS 131E-176(14m)

o Mobile MRI: a scanner and transporting equipment that
is moved at least weekly to provide services at two or more

host facilities.

» Fixed: 231 MRI scanners
» Fixed equivalent : 263.53

09/14/2011 .
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1 Certificate of Need in NC

Positron Emission Tomography Scanner
(PET)*

o Positron emission tomography scanner: Equipment that
utilizes a computerized radiographic technique that
employs radioactive substances to examine the metabolic
activity of various body structures. nces 131€-176(192)

o Typically used in cancer diagnostics.

o Mobile PET: Scanner and its transporting equipment that is =

moved to provide services at two or more host facilities.

» Fixed: 27
» Mobile: 2 (one In East and one in West)

[LE N BB

-~ Certificate of Need in NC

Major Medical Equipment

o Major medical equipment: Costs more than seven hundred
fifty thousand dollars ($750,000).

o The costs of the equipment, studies, surveys, designs,
plans, working drawings, specifications, construction,
installation, and other activities essential to acquiring and
making the equipment operational is included. The capital
expenditure for the equipment is the fair market value of the
equipment or the cost of the equipment, whichever is
greater. ncGs 131E-176(140)

0 5 1 |t Sy
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Certificate of Need in NC

Also regulated by CON as a
“new institutional health service”

o Change in bed capacity
» Relocation of health service facility beds or dialysis
stations o
» Change of heath service facility beds from one category
to another »
» Increase in dialysis stations or health service facility beds -

o Conversion of non-health care beds to health care beds

Certificate of Need in NC

Also regulated by CON as a
“new institutional health service”

o Change in project
» Cost overrun of 15%
» Addition of a health service

o Opening of an additional office by existing home
health agency or hospice N

o Relocation of a facility from one service area to
another ‘ :

o Conversion of specialty ambulatory surgical
program

38
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~ Certificate of Need in NC

Exceptions to CON process
© (NCGS 131E-184) '

o Include:
» Parking
» Heating and cooling systems
> Elevators .
» Replacement Equipment
» Conversion of semi-private rooms to private rooms
» Elimination or prevention of imminent safety hazards

Certificate of Need in NC
Changes from Session Law 1993-7

o Definition of “new institutional health services”
expanded:
» Pre-1993: Regulated health services expenditures
by health service facilities only

» S.L. 1993-7: Regulates health service
_ expenditures by any person

09/14/2011
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North Carohna s Certificate of
Need Program

Review Schedules

o Review schedules for CON are established in the State Medical
Facilities Plan each year.

o Schedules groups health services by review categories and
health service areas. Similar proposals in the same area can be
reviewed competitively.

o Review categories run from A to M and include:
» Category A~ proposals submitted by acute care hospitals.
» Category B — increase in nursing care or adult home beds.

» Category C — new psychiatric facilities and new beds in existing
facilities.

N N | |

North Carolina’s Certificate of
Need Program

Application Process
o G.S. 131E-182

o Applications, including the filing fee, must be received by
5:30p on the 15% day of the month prior to the beginning i
of the scheduled review period. F

o Applications:

. » Must be deemed complete by the first day of the
scheduled review period.

» May not be amended. However, after the review
begins, the analyst may request additional information.

" o Minimum application fee is $5,000. Maximum $50,000.

| T L s = L _
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‘North Carolina’s Certificate of
Need Program

Review Process .
o G.S. 131E-185

o Time limit for review is 90 days. May be (and usually is) extended an -

additional 60 days.

o Any person may file written comments about an application under
review during first 30 days.

o Within 20 days of the close of the written comment period, the
Department must hold a public hearing in the health service area if
one or more of the following apply:

» The review is competitive.
» The project involves expenditures of $5 million or more.
» A written request for a public hearing is received from an "affected

pal’ty".
» Agency determines a hearing is in the public interest.

T 53 S Pl | £
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North Carolina’s Certificate of
| Need PI'Ogram

Expedited Reviews
o0 G.S. 131E-176(7b)

o Applicant may file a petition for an expedited review.

Department may allow if: '

» Review is not competitive

> Project expenditures are < $5 million.

> No request for a public hearing is received during the
30 day written comment period.

» Agency determines the public interest does not
require a public hearing.
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"North Carolina’s Certificate of
| Need Program

t

Review Criteria
o G.S. 131E-183

o Applications are reviewed against statutory criteria and standards for
particular health service facilities and health services established in the
rules. : ,

» A proposed project must be consistent with the policies and need
determinations set forth in the State Medical Facilities Plan.
» The population to be serve must be identified:
+ Applicant must demonstrate the need that the population identified
has for the proposed services.
¢ Must demonstrate the extent to which all residents will have access,
g including low income persons, minorities, elderly, and other
- - underserved groups. -
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'North Carolina’s Certificate of
: - Need Program

Review Criteria: (continued)

o Projects involving reduction/elimination/relocation of
services must demonstrate that the needs of the
population presently served will be adequately met and
the effect on underserved groups to obtain health care.

o If alternative methods exist to meet the need, the
applicant must demonstrate that the proposal is the least ||
costly or most effective alternative. T

Financial and operational projections must show
availability of funds and financial feasibility of the project.
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North Carolina’s Certificate of
Need Program

Review Criteria: (continued)

o

(]

Applicant must demonstrate that the project will not result in the
unnecessary duplication of health services or health service facilities.
Applicant must show the availability of resources such as health
manpower. :

Applicant must demonstrate that the ancillary and support services will
be available.

Applicants proposing to serve a substantial number of persons outside

the health service area or adjacent areas must document the special
needs and circumstances to warrant the service.

The application shall show that the design, means, and cost are the
most reasonable alternative and will not unduly increase health care
costs by the applicant/provider. '

T
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North Carolina’s Certificate of
Need Program

Review Criteria (continued)

o

Applicant must demonstrate the contribution of the
proposed service in meeting the health care needs of
the elderly, medically underserved, and Medicare-

- Medicaid recipients.

Current use of applicants existing services.
Past performance in meeting obligations.

Existence of any civil rights access complaints against
the applicant.

09/14/2011
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'North Carolina’s Certificate of
Need Program

Review Criteria (continued)

o Offer by applicant of a range of means by which a
person will have access.

o Applicant shall demonstrate the proposed health
services will accommodate the clinical needs of the
health care professional training programs in the area.

o Applicant must demonstrate the expected effects of the
proposed servuces on competltlon in the proposed
service area.

. North Carolina’s Certificate of
! Need Program

Decision and Issuance of CON:

o G.S. 131E-186/131E-187

o Decision to approve, approve with conditions, or deny an
application should issue within statutory time frame (90-
150 days).

o The Department must provide written notice of all

- findings and conclusions that are the basis for the
decision within 5 business days of the decision.

o The CON shall issue within 35 days of the decision if
there has been no request for a contested case hearing.
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North Carohna s Certificate of
Need Program

|
l
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‘Apgeals:

o G.S. 131E-188

o Petition for a contested case hearing must be filed wIthIn 30
days of the Department's decision.

o May be filed by any “affected person".

o Includes applicants, persons living in the service area or
geographic area, providing similar services In the service area, -
arid third party payers who reimburse facilities in the service
area. : ]

o Petitioner must file'a bond equal to 5% of the cost of the Nkl

© project. No < $5,000, No > $50,000.

o Approved applicant may file against bond if petition for contested
case deemed frivolous or filed to delay.

[N [N |

North Carohna S Certlflcate of
| Need Program

Timetable for Appeals:
o G.S.131E-188

o. Appointment of ALJ — 15d after petition filed.

o Completion of discovery - 90d after assignment of
ALJ.

o Hearing — w/n 45d of completion of discovery.

Al) decision — w/n 75d after hearing.

o Deadlines may be extended for discovery through ALJ
decision to a total of 270d from filing petition.

o Effective January 1, 2012, the ALJ makes the final
decision in a contested case. S.L. 2001-398.

o
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'North Carolina’s Certificate of
Need Program

Court of Appeals:
o G.S. 131E-188(b) and (b1)

o Appeal from the decision of the ALJ is to the Court of Appeals.
o Taken w/n 30 days of receipt of the final decision.

o Bond must be posted with the Clerk of the Court of Appeals.
" Amount of bond ranges from $5,000 to $50,000.

o If the Court of Appeals finds that the appeal was frivolous or ‘
. filed to delay, the Court shall remand the case to the Superior
Court for a hearing on the bond and shall award the CON
holder reasonable attorneys' fees and costs incurred in the
appellate action. :

'North Carolina’s Certificate of
| Need Program

Exemptions from review:
o G.S. 131E-184

"o New institutional health services are exempt from CON
review if required to:

» Eliminate or prevent an imminent safety hazard.
» Comply with State licensure standards.

» Comply with accreditation or certification standards
necessary for reimbursement under Medicare/Medicaid.

» Provide data processing equipment.

0 A v e ey
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'North Carolina’s Certificate of
Need Program

Exemptions from review: (continued)

» Provide parking, hvac, elevators, or other basic plant or
mechanical improvements.

> Repair or replacement of facllities after accidents or natural
disasters.

» Replacement of nonhealth service facilities.

» Provide replacement equipment.

» Acquire an existing health service facility including
equipment owned by that facility.

» Develop or acquire a physician office building.

2 P ATIOT Sa|

[TH | | l

"North Carolina’s Certificate of
Need Program

Capital expenditures of > $2million are exempt where:

o The expenditure involves an existing nursing home, adult care
home, or intermediate care facility for the mentally retarded,
that is renovating or replacing the facility on the same site and
there is no change in bed capacity or addition of a health
service facility or new institutional health service; and

o The expenditure will be used for conversion of semiprivate to
private rooms, providing homelike residential dining areas, or
renovating or expanding residential living or common areas.

i”%J O | Pt S
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| North Carolina’s Certificate of |
' ‘Need Program

Other Exemptions:

o G.S. 131E-184(c) provides an exemption from CON review of
any conversion of existing acute care beds to psychiatric beds
if:

» The hospital seeking the conversion has a contract with
the Division of Mental Health, Developmental Disabilities,
and Substance Abuse Services and one or more Area
Mental Health Authorities to provide psychiatric beds to
patients referred by the contracting agencies. -

> The total number of beds converted shall not exceed twice
the number of beds under the contract.

i [T ;-__f;,;:{:__,.,_-ll [T 7 o e — o]
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'North Carolina’s Certificate of
Need Program

o G.S. 131E-184 (d) provides an exemption from review
for the construction and operation of a new chemical
dependency or substance abuse facility for the

. purpose of providing such inpatient services solely to
inmates of the Department of Correction.

o If such facility provides services to members of the
general public as well as inmates, only the portion of
the facility serving inmates is exempt from review.

O i P N Y it S|
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North Carolina’s Certificate of
. Need Program

‘o0 G.S. 131E-179 allows the agency t6 exempt a health service facility

from CON review for a new institutional health service to be used
solely for research purposes.

o The health service facility must file notice of intent with the agency
and the agency must find:
» The new service will not affect the charges of the facility for other
medical or patient care services other than those included in the

research.
"» The new service will not substantially change bed capacity or the

medical and other patient care services.

o The health service facility shall not charge patients for the use of the
servnce exempted from CON review. (Wuthout first obtaining a CON)

T e G e |

|

—

‘North Carolina’s Certificate of
Need Program

Progress Reports/Withdrawal of CON:
o G.S. 131E-189

o A CON will a timetable for the holder to complete a project or make a
service available.

o Periodic reports are required on the progress in meetlng the

established timetable.

o Failure to make good faith efforts to meet the timetable may result in
the CON being withdrawn.

o Failure to develop a service in a manner consistent with the

" representations in a CON application or the conditions lmposed onits

issuance may result in a withdrawal of the CON.

o A CON may be immediately withdrawn if the. holder transfers
ownership or control of the facility, project or CON before completion
of the project.

1 O 5 | Ol SRR
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'North Carolina’s Certificate of
Need Program

Enforcement and Sanctions:

o G.S. 131E-190 :

o Offering a new institutional health service without first obtaining a
CON may result in:

o Withholding of Medicare and Medicaid funding for the -l
reimbursement of capital and operating expenses relating to the Lot
new institutional health service.

o Revocation or suspension of licenses.

o Civil penalties of not more than $20,000 for failure to obtain a CON
or to conform to the conditions of a CON. A violation occurs each
time the service is offered. :

o Injunctive relief requiring the holder of the CON to materially comply
with the representations in the holder's application. ,

L T o il S g A
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One example of an articulated policy exemption is the AC3 which is an exemption from need
. determination in the State Medical Facilities Plan for certain academic medical center teaching hospitals
projects.



In addition to the some of the earlier responses sent to address outstanding questions by the
Committee, | wanted to follow up by clarifying/correcting a response from the previous meeting. |
spoke with Kory Goldsmith, an attorney within our division who has a great deal of expertise with the
State Ethics Act, and she indicated that the State Health Coordinating Council { SHCC) is not considered a
Board under the regulation by the State Government Ethics Act, rather Executive Order 10 (issued by
Governor Perdue) imposes certain disclosure requirements and conflict of interest standards. EO #10
(attached) requires the following:

o  Members are reminded each meeting of their duty to act in the best interest of the public
without regard to professional, institutional, or financial interest.

e Before conducting any business, each member must disclose any professional or institutional
interest in any matter coming before the SHCC or a SHCC subcommittee. The chair determines
if the member must be recused.

e Before conducting any business, each member must disclose any “financial benefit” ( term is
narrower than in the SGEA) he or she or his or her spouse may derive from a matter before the
SHCC or a subcommittee. If the member indicates they will derive a benefit they must recuse
themselves, but may deliberate in the matter within the Chair’s discretion.



BEVERLY EAVES PERDUE
GOVERNOR

EXECUTIVE ORDER NO. 10

ETHICAL STANDARDS FOR THE STATE HEALTH COORDINATING COUNCIL

WHEREAS, the State Health Coordinating Council (SHCC) is a public advisory body
established by Executive Order No. 139 (March 3, 2008) for the purpose of advising the
Governor on the statewide planning of health care facilities, equipment, and services provided
under the Certificate of Need Law; and

WHEREAS, the SHCC works with the Department of Health and Human Services
(DHHS) to prepare and recommend the State Medical Facilities Plan (SMFP) to the Governor for
approval or amendment; and

WHEREAS, the advice and collective judgment of the SHCC has proven invaluable in
ensuring that quality health care services are made available broadly to all citizens of this State
regardless of whether they live in rural or urban areas, whether they have the means to pay for
those services or whether they are insured by public or private payors; and

WHEREAS, to provide the expertise necessary to perform its complex advisory
functions, the membership of the SHCC includes persons knowledgeable about healthcare
services and delivery including medical educators, researchers, physicians, and representatives of
professional associations; and

WHEREAS, because of the diversity of the SHCC membership, conflicts between
competing economic interests are inherent in, but also beneficial to, the development of the
SMFP; and

WHEREAS, the General Assembly has concluded that the State Government Ethics Act
does not cover public entities that only have advisory authority, and the State Ethics Commission
has determined that the SHCC only has advisory authority; and

WHEREAS, it is nevertheless important that the SHCC exercise its advisory
responsibilities in a transparent manner so that the Governor and citizens will have full
knowledge of the professional and economic interests that the members of the SHCC have as the



Govemnor evaluates their expert advice in adopting or amending the SMFP recommended by the

SHCC; and

WHEREAS, the members of the SHCC in the past have voluntarily followed ethical

standards; and

WHEREAS, this is a salutary practice, which should be formalized by Executive Order;

NOW, THEREFORE, by the power vested in me as Governor by the Constitution and
laws of the State of North Carolina, IT IS ORDERED:

S

The members of the SHCC shall always act in the best interests of the public and
shall bring their particular knowledge and experience to the SHCC to serve the
public interest as identified in the Certificate of Need Law, Chapter 131E, Article
9 of the General Statutes;

The following process shall be observed for all meetings of the SHCC and SHCC
subcommittees at which the SHCC or SHCC subcommittee takes any action:

At the beginhing of each meeting, the Chair shall remind all members of their
duty to act always in the best interest of the public without regard for their
own professional, institutional or financial interests and that they should
recuse themselves from voting on any matter on which they cannot meet this
standard.

Prior to conducting any business, each member shall disclose any professional
or institutional interest he or she may have in any matter coming before the
SHCC or SHCC subcommittee for action at that meeting. The Chair will
determine if the member needs to recuse himself or herself from voting on the
matter in order to ensure the integrity of the actions of the SHCC or SHCC
subcommitiee.

Prior to conducting any business, each member shall also disclose any
financial benefit he or she may derive from any matter coming before the
SHCC or SHCC subcommittee for action at that meeting. A member derives
a financial benefit from a matter under consideration if the person or his/her
spouse (i) has an ownership interest in an entity that is a party to the matter
under consideration; (ii) will derive any income or commission as a direct
result of action on the matter under consideration; or (iii) will acquire property
as a direct result of action on the matter under consideration. When any
member indicates that he or she will derive a financial benefit from a matter
coming before the SHCC or any subcommittee. the member shall recuse
himself or herself from voting on the matter.

A member who has recused himself or herself from voting is not prohibited
from deliberating on the matter unless the Chair determines, after review, that

participation by the member in deliberations would impair the integrity of the

actions of the SHCC or SHCC subcommittee.

5



e. The minutes of the SCHCC and its subcommittees will reflect all disclosures
and recusals made pursuant to this seciion, and such minutes will be provided .
to the Govemnor for review with the SMFP.

f. A challenge to a member’s participation in a vote on issues under this
Executive Order may be raised only by a member of the SHCC or an
employee of the Division of Health Services Regulation of DHHS. In such
case where a challenge is made, the Chair, in consultation with the DHHS
legal counsel, shall determine whether the challenge is valid and the action
that should be taken.

g. For the purposes of this Executive Order, the term “Chair” means the Chair of
the SHCC or the Chair of any SHCC subcommittee. In the absence of the
Chair or if the professional, institutional, or financial interests of the Chair
must be reviewed pursuant to this section, then the Vice-Chair of the SHCC or
SHCC subcommittee shall make the determinations required by this section.

3. Members of the SHCC are expected to and should confer with DHHS on any
matters that come before them in development of the SMFP. No member of the
SHCC, however, shall improperly influence or attempt to influence DHHS in
performing its role in developing the SMFP as to any provision in which the
member has a direct, conflicting professional, institutional or financial interest;

4. This Executive Order is for the Governor’s purposes in reviewing and approving
or amending the proposed SMFP submitted by the SHCC and DHHS. This Order
does not and shall not be construed to create any rights, nor create claims, under
the Certificate of Need Law, State Government Ethics Act, or otherwise.

This Executive Order is effective immediately and shall remain in effect until rescinded
in writing.

IN WITNESS WHEREOF, I have hereunto signed my name and affixed the Great Seal
of the State of North Carolina at the Capitol in the City of Raleigh, this third day of March in the
year of our Lord two thousand and nine, and of the Independence of the United States of
America the two hundred and thirty-third.

M{ A A O m—
Beverly Eaves Perdue
Governor

ATTEST:

lac o F. ool
Elaine F. Marshall ke -
o) VA a-dolef

Secretary of State IZOM
A




In addition to the some of the earlier responses sent to address outstanding questions by the
Committee, | wanted to follow up by clarifying/correcting a response from the previous meeting. |
spoke with Kory Goldsmith, an attorney within our division who has a great deal of expertise with the
State Ethics Act, and she indicated that the State Health Coordinating Council { SHCC) is not considered a
Board under the regulation by the State Government Ethics Act, rather Executive Order 10 (issued by
Governor Perdue) imposes certain disclosure requirements and conflict of interest standards. EO #10
(attached) requires the following: _

e Members are reminded each meeting of their duty to act in the best interest of the public
without regard to professional, institutional, or financial interest.

e Before conducting any business, each member must disclose any professional or institutional
interest in any matter coming before the SHCC or a SHCC subcommittee. The chair determines
if the member must be recused.

e Before conducting any business, each member must disclose any “financial benefit” ( termis
narrower than in the SGEA) he or she or his or her spouse may derive from a matter before the
SHCC or a subcommittee. If the member indicates they will derive a benefit they must recuse
themselves, but may deliberate in the matter within the Chair’s discretion.



Certificate of Public
Advantage |

Presentation to the House Select Committee on the
Certificate of Need Process and Related Hospital
Issues

Research Division Staff, September 14,2011

What is a COPA?

@ An agreement among two or more hospitals
« for the sharing, allocation, referral of patients, personnel,
programs, sexvices, facilities, equipment, or procedures
traditionally offered by hospitals, or
« that results in the purchase of assets pursuant to a merger or
sale, a partnership, a joint venture, or any other affiliation by
which ownership or control over all or substantially all of the
stock, assets, or activities of a hospital are transferred to
another hospital
@ Must demonstrate benefits outweigh reduction of

competmon
@ Conditions of Operation included to control prices of

health care services /

(‘/) 09/14/2011
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- Purpose of COPA |
@Authorize and encourage activities under
regulatory and judicial oversight
designed to ensure consumer protections
from potentially anti-competitive
behavior that:
- Foster improvements in the quality of health care
« Moderate increases in cost

- Impyove access to services in rural areas

« Enhance likelihood smaller hospitals remain
operation

J

/ Effect of COPA

Activities conducted in accordance to an
approved cooperative agreement are immune
from challenges or scrutiny of State or federal
anti-trust law.

® State- G.S. 131E-192.13
® Federal- Case Law

« State Purpose Doctrine (Parker v. Brown)
 Two-prong test (FTC v. Ticor)

- Articulated a clear and affirmative policy
» Provide active supervision




K - Distinguished from CON

Certificate of Need

® Grants permission to buy
(build, convert, etc.)
health care related items
generally allowed under
a system of free
enterprise

® Application to Division of
Health Service
Regulation

® Finite process authorizes

activities under
certificate

Certificate of Public Advantage

© Allows relationships between
systems generally not permitted
under antitrust laws

@ Application to Division of Health
Service Regulation and Attorney
General _

® Continuous review of authorized
activities within agreement after
issuance

—

State laws referencing COPA

Idaho- ( 1994)

© §39-4902~4904
Kansas- (1994)

® §65-4957~4961
Louisiana- (1994)

© §40-2254.1~2254.12
Maine- (2005)

©® 22 M.R.S.§1842-1851
Mississippi-(2004)

® §41-9-305~307
Montana- (1993%)

@ §50-4-601~603
Nebraska-(1994)

o §71-7703~7711

North Carolina (1993%)
© §90-21.24~21.36 and
® §131E-192.1~192.13

North Dakota (1993%)
e §23-17.5-02~17.5-10
South Carolina (1994)
® §44-7-510~7-580
Tennessee (1998%)

® §33-2-704~2-706
Texas (1993*)

® §314.002~314.006
Wisconsin (1991%)

© §150.85~150.86

09/14/2011



/ Legislative History in North
Carolina

Hospital Cooperation Act of 1993
© Session Law 1993-529 (House Bill 729)
« Ratified July 24, 1993

« Incorporated language from Section 9 of Senate Bill 554
(committee substitute adopted June 17- 1993)

Hospital Cooperation Act Amendment
® Session Law 1995-205 (Senate Bill 886)
+ Ratified June 8, 1995 -

 Expanded definition of cooperative agreement to include
purchase of assets language and authorizes additional

application fee for contracting with consultants to complete a
review of a COPA application. Y,

f COPA - Application

® Parties to a cooperative agreement apply to DHSR
@ The application includes:
+ an executed written copy of the cooperative agreement or
+ letter of intent with respect to the agreement,

+ description of the nature and scope of the activities and
cooperation in the agreement,

+ any consideration passing to any party under the agreement,
and

« any additional materials necessary to fully explain the '
agreement and its likely effects.
@ A copy of the application and related materials is
. submitted to the Attorney General at the same time
“the application is submitted to the Department.

09/14/2011
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/ COPA- Application, cont.

- © The Department reviewé the application in
accordance with the statutorily articulated
standards

© A public hearing is held for the submission
of oral and written public comments

©The Department provides its détermination
whether the application within 90 days of
the date the application is filed.

1

/!
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COPA - Standards for review

@ Applicant must demonstrate

- clear and convincing evidence

©The benefits likely to result from the
agreement outweigh the disadvantages
likely to result from a reduction in
competition from the agreement

_/

09/14/2011



Benefits considered

@ Enhancement of the quality of hospital and
hospital-related care provided to North
Carolina citizens.

o Preservation of hospital facilities in
geographical proximity to the communities
traditionally served by those facilities.

® Lower costs of, or gains in, the efficiency of
delivering hospital services.

/

Benefits considered

© Improvements in the utilization of hospital
resources and equipment.

® Avoidance of duplication of hospital
resources.

@ The extent to which medically underserved
populations are expected to utilize the
proposed services.

/

09/14/2011
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Disadvantages considered

The extent to which the agreement may:

@ Increase the costs or prices of health care at a hospital which is
party to the cooperative agreement.

@ Have an adverse impact on patients in the quality, availability, and
price of health care services.

® Reduce competition among the parties to the agreement and the
likely effects thereof.

© Have an adverse impact on the ability of health maintenance
organizations, preferred provider organizations, managed health
care service agents, or other health care payors to negotiate
optimal payment and service arrangements with hospitals,
physicians, allied health care professionals, or other health care
providers.

© Result in a reduction in competition among physicians, allied

health professionals, other health care providers, or other persons
furnishing goods or services to, or in competition with, hospitals. /

Disadvantages considered

@ The availability of arrangements that are less
restrictive to competition and achieve the same
benefits or a more favorable balance of benefits
over disadvantages attributable to any
reduction in competition.

09/14/2011
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COPA - Issuance of Certificate

The Department makes determination and
the Attorney General has not stated an
objection

Certificate issued

®Includes conditions of operation

®Includes conditions to control prices of
health care services

_/

=
COPA - Review

©The agreement is subject to review by
the Department or the Attorney General
at any time following the issuance of a
certificate of public advantage.

®Holders must also submit biennial
reports |

09/14/2011 '
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COPA- Review, cont.

Report of activities must include all of the following:

@ A description of the activities conducted pursuant to the
agreement.

@ Price and cost information.

© The nature and scope of the activities pursuant to the agreement
anticipated for the next two years, the likely effect of those
activities.

@ A signed certificate by each party to the agreement that the
benefits or likely benefits of the cooperative agreement as
conditioned continue to outweigh the disadvantages or likely
disadvantages of any reduction in competition from the agreement
as conditioned.

© Any additional information requested by the Department or the
Attorney General. /

/ COPA- Review, cont.

® 30 days to file written comments on the
report

@ The Department determines if any
changes in the conditions of the
certificate should be made.




4 10 NCAC Subchapter 14

@ Division of Health Service Regulation
responsible

@ Application fees
« $3,750 for each provider participating in the application (
$15,000 maximurm) :
@Filing Fees
+ $500 with biennial reports to offset cost of review and
maintenance

- Additional fees up to $2,000 for costs associated with
investigating and assessing compliance

@ Public Hearings
- Must be held within 45 days of receipt of an application

« Published not less than 10 days prior in at least one newspaper of
general circulation /

//

K History of COPA in North
Carolina

Initial (Revised) COPA- 1995

® Mission-St. Joseph’s Health System to manage and operate Memorial
Mission Hospital, Inc. and St. Joseph's Hospital as integrated entities

First Amended- 1998

@ Memorial Mission Hospital, Inc. acquired St. Joseph's Hospital in a
statutory merger

Second Amended- 2005

Second Amended and Restated COPR-2007
® Currently in operation as amended

Third Amended COPA-2011

® 2" amended remains in full force and effect for the combined hospitals
now known as Mission Health System with an adjustment to the provision

relating to the employment of contracting with Physicians

09/14/2011
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Mission Health

Provisions include:
@ Accreditation
@ Charity and Indigent Care
© Contract restrictions
+ Purchase through Competitive Bidding
- Non-exclusivity and Nondiscrimination
- Prohibits “Most Favored Nation” provisions
@ Cost and Margin Controls

® Physician Employment controls

Mission Health

COPA contains three principal regulatory constraints:

© Cost Cap-Under the COPA, the rate at which Mission
Hospital’s "cost per adjusted patient discharge" increases
must not exceed the rate of increase in the producer price
index for general medical and surgical hospitals in the U.S.

© Margin Cap- Under the COPA, the operating margin of
MHS over any three-year period shall not exceed by more
than one percent the mean of the median operating margin
of comparable hospitals.

® Physician Employment Cap - Under the COPA, MHS is
not permitted to employ, or enter into exclusive contracts
with, more than 30 percent of the physicians practicing in
Buncombe and Madison counties except those practicing in

cardiology, genetics, hospitalists, neuro-hospitalists, and
neurology. )

09/14/2011
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Viddia Torbett (ReE. Torbett) —

Shawn Parker (Research)

Thursday, September 15, 2011 11:.01 AM

Rep. Fred Steen; Rep. John Torbett; Viddia Torbett (Rep. Torbett)

Barbara Riley (Research); Janice Paul (Research); Amy Jo Johnson (Research); Susan
Barham (Research) '

Subject: Some follow up responses from the COPA presentation

Chairmen,

Enclosed is the Division of Health Service Regulations response to some of the questions posed during the COPA portion
of the presentation. '

Shawn

1. The number of DHHS employees whose job responsibility include COPA.

As Division Director Drexdal [Pratt]'s responsibiiity includes the COPA. As a practical matter the day to day responsibility
for the administration of the COPA resides with me [Chris Taylor]

2."ARy additional oversight activities beyond the biennial report? Mission files an Annual Report with us [DHSR]. We
meet informally at least once a year and in most years have met twice a year to review and discuss the COPA. In addition
Dixon-Hughes, an independent CPA firm prepares an annual report for us setting forth a comparison of Mission with
certain other comparable hospitals in NC, SC and Va.

The supervision also consists of Mission, at all times between the formal report and review events, having to stay in
compliance with the COPA, including its pricing, cost and margin, accreditation &c. &c.(From Office of the Attorney

e

yeneral).

3 . .

Have any other entities applied for a COPA?

e'have not received applications from any other entities for a COPA.

4. Beyond the initial legislative acts, has there been any involvement from the NCGA or any members in recent
amendments.

There has not been any involvement from the NCGA or any of its members with us in connection with any recent
amendments.

Shawn P. Parker, JD, MPA

Staff Attorney, Senior Legislative Analyst

Research Division-North Carolina General Assembly
545 Legislative Office Building

300 North Salisbury Street

Raleigh, North Carolina 27603-5925 _ P
(919) 733-2578 (919) 715-5460 (fax)
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Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence
Topic Health Spending per Capita

Full Title Health Care Expenditures per Capita by State of Residence, 1991
Data Type Currency

Alabama 2538
Alaska 2593
Arizona 2383
Arkansas 2365
California 2657
Colorado 2439
ConnecticlL 3273
Delaware 2818
District of C 4742
Florida 2918
Georgia 2513
Hawaii 2597
Idaho 2088
llinois 2705
Indiana 2487
lowa 2534
Kansas 2583
Kentucky 2387
Louisiana 2601
Maine 2454
Maryland 2763
Massachus 3249
Michigan 2617

Minnesota 2566
Mississippi 2174

Missouri 2504
Montana 2331
Nebraska 2377
Nevada 2370

New Hamg 2440
New Jerse' 2931
New Mexic 2209
New York 3158
North Caro 2242
North Dakc¢ 2626

Ohio 2681
Oklahoma 2344
Oregon 2282

Pennsylvar 2947
Rhode Isla 2867
South Carc 2260
South Dak« 2418
Tennessee 2555
Texas 2356
United Stal 2645



Utah 1926

Vermont 2331

Virginia 2374

Washingto 2505

West Virgit 2556

Wisconsin 2539

Wyoming 2212

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Heaith Expenditures by State of Residence

Topic Health Spending per Capita

Full Tite Health Care Expenditures per Capita by State of Residence, 1992
Data Type Currency

Alabama 2718
Alaska 2707
Arizona 2475
Arkansas 2490
California 2826
Colorado 2588
Connectict 3480
Delaware 3017
District of € 5214
Florida 3125
Georgia 2698
Hawaii 2746
Idaho 2230
lllinois 2906
Indiana 2705
lowa 2686
Kansas 2762
Kentucky 2580
Louisiana 2811
Maine 2650
Maryland 2933
Massachus 3474
Michigan 2745

Minnesota 2745
Mississippi 2304

Missouri 2732
Montana 2472
Nebraska 2575
Nevada 2553

New Hamp 2672
New Jerse' 3188
New Mexic 2395
New York 3378
North Caro 2431
North Dakc¢ 2809

Ohio 2857
Oklahoma 2521
Oregon 2473

Pennsylvar 31566
Rhode Isla 3127
South Carc 2433
South Daki 2555
Tennessee 2770
Texas 2545
United Stat 2830



Utah 2031

Vermont 2480
Virginia 2451

Washingto 2690

West Virgit 2828

Wisconsin 2724

Wyoming 2289

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita

Full Title Health Care Expenditures per Capita by State of Residence, 1993
Data Type Currency

Alabama 2862
Alaska 2826
Arizona 2561
Arkansas 2605
California 2929
Colorado 2633
Connecticl 3611
Delaware 3223
District of ( 5507
Florida 3286
Georgia 2854
Hawaii 2920
idaho 2324
lllinois 3051
Indiana 2881
lowa 2820
Kansas 2865
Kentucky =~ 2711
Louisiana 3011
Maine 2840
Maryland 3098
Massachus 3717
Michigan 2885

Minnesota 2899
Mississippi 2484

Missouri 2880
Montana 2557
Nebraska 2700
Nevada 2613

New Hamg 2768
New Jerse' 3346
New Mexic 2480
New York 3606
North Caro 2608
North Dakc 2944

Ohio 3027
Oklahoma 2624
Oregon 2594

Pennsylvar 3319
Rhode Isla 3317
South Carc 2611
South Dak« 2674
Tennessee 2958
Texas 2666
United Stal 2976



Utah 2134

Vermont 2629

Virginia 2580

Washingto 2765

West Virgir 3035

Wisconsin 2872

Wyoming 2469

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita

Full Title Health Care Expenditures per Capita by State of Residence, 1994
Data Type Currency

Alabama 2995
Alaska 2895
Arizona 2612
Arkansas . 2719
California 2985
Colorado 2709
ConnecticlL 3792
Delaware 3462
District of € 5663
Florida 3399
Georgia 2927
Hawaii 3127
Idaho 2385
Illinois 3185
Indiana 2966
lowa 2972
Kansas 3021
Kentucky 2815
Louisiana 3150
Maine 2946
Maryland 3247
Massachus 3890
Michigan 3042
Minnesota 3098
Mississippi 2631
Missouri 3058
Montana 2626
Nebraska 2856
Nevada 2729

New Hamg 2882
New Jerse' 3540
New Mexic 2551
New York 3791
North Caro 2771
North Dakc¢ 3105

Ohio 3142
Oklahoma 2770
Oregon 2667
Pennsylvar 3446

Rhode Isla 3377
South Carc 2776
South Daki 2840
Tennessee 3069
Texas 2733
United Stat 3095



Utah 2182

Vermont 2776

Virginia 2692

Washingto 2849

West Virgir 3206

Wisconsin 3004

Wyoming 2619

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita

Full Titte Health Care Expenditures per Capita by State of Residence, 1995
Data Type Currency

Alabama 3180
Alaska 3152
Arizona 2637
Arkansas 2893
California 3050
Colorado 2840
ConnecticL 4025
Delaware 3650
District of ( 5820
Florida 3516
Georgia 3082
Hawaii 3332
Idaho 2535
Hlinois 3327
Indiana 3076
lowa 3127
Kansas 3207
Kentucky 3021
Louisiana 3284
Maine 3199
Maryland 3376
Massachus 4054
Michigan 3226
Minnesota 3294
Mississippi 2877
Missouri 3170
Montana 2828
Nebraska 2999
Nevada 2783

New Hamg 3124
New Jerse' 3729
New Mexic 2724
New York 3969
North Caro 2954
North Dak¢ 3379

Ohio 3308
Oklahoma 2968
Oregon 2813

Pennsylvar 3625
Rhode Isla 3675
South Carc 2923
South Dak« 3050
Tennessee 3298
Texas 2891
United Stat 3244



Utah 2290

Vermont 3023

Virginia 2799

Washingto 2990

West Virgir 3425

Wisconsin 3185

Wyoming 2832

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions '

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita ,

Fult Tite Health Care Expenditures per Capita by State of Residence, 1996
Data Type Currency

Alabama 3359
Alaska 3434
Arizona 2704
Arkansas 3021
California 3118
Colorado 2942
Connecticl 4138
Delaware 3750
District of ( 6035
Florida 3669
Georgia 3192
Hawaii 3524
Idaho 2689
lllinois 3463
Indiana 3128
lowa 3305
Kansas 3357
Kentucky 3224
Louisiana 3409
Maine 3452
Maryland 3533
Massachus 4215
Michigan 3390

Minnesota 3426
Mississippi 3068

Missouri 3339
Montana 2867
Nebraska 3212
Nevada 2862

New Hamg 3320
New Jerse' 3826
New Mexic 2864
New York 4157
North Caro 3139
North Dakc 3506

Ohio 3508
Oklahoma 3137
Oregon 2900

Pennsylvar 3714
Rhode Isla 3776
South Carc 3052
South Daki 3249
Tennessee 3464
Texas 3037
United Stal 3379



Utah 2431

Vermont 3144
Virginia 2970
3066

Washingto

West Virgir 3611

Wisconsin 3360

Wyoming 2995

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita

Full Titte Health Care Expenditures per Capita by State of Residence, 1997
Data Type Currency

Alabama 3512
Alaska 3669
Arizona 2768
Arkansas 3205
California 3192
Colorado 3060
ConnecticL 4363
Delaware 3994
District of C 6087
Florida 3814
Georgia 3289
Hawaii 3507
Idaho 2820
lllinois 3602
Indiana 3346
lowa 3451
Kansas 3512
Kentucky 3464
Louisiana 3555
Maine 3698
Maryland 3639
Massachus 4425
Michigan 3552

Minnesota 3636
Mississippi - 3220

Missouri 3492
Montana 3109
Nebraska 3347
Nevada 2926

New Hamg 3513
New Jerse' 3972
New Mexic 3006
New York 4310
North Caro 3303
North Dakc 3652

Ohio 3611
Oklahoma 3221
Oregon 3055

Pennsylvar 3901
Rhode Isla 3992
South Carc 3298
South Dak« 3450
Tennessee 3603
Texas 3187
United Stal 3520



Utah 2615

Vermont 3359
Virginia 3115
Washingto 31583

West Virgir 3826

Wisconsin 3532

Wyoming 3176

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita

Full Tite Health Care Expenditures per Capita by State of Residence, 1998
Data Type Currency

Alabama 3609
Alaska 3826
Arizona 2847
Arkansas 3354
California 3334
Colorado 3248
ConnecticlL 4592
Delaware 4135
District of C 6221
Florida 3904
Georgia 3395
Hawaii 3562
Idaho 2982
Illinois 3766
Indiana 3549
lowa 3729
Kansas 3693
Kentucky 3625
Louisiana 3691
Maine 3929
Maryland 3679
Massachus 4646
Michigan 3605
Minnesota 3811
Mississippi 3355
Missouri 3697
Montana 3279
Nebraska 3563
Nevada 3047

New Hamg 3636
New Jerse' 4129
New Mexic 3103
New York 4521
North Caro 3420
North Dakc 3873

Ohio 3728
Oklahoma 3362
Oregon 3321

Pennsylvar 4024
Rhode Isla 4160
South Carc¢ 3460
South Dak« 3638
Tennessee 3721
Texas 3320
United Stat 3663



Utah 2685

Vermont 35631

Virginia 3244

Washingto 3337

West Virgir 4000

Wisconsin 3661

Wyoming 3389

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Heailth Spending per Capita

Full Titte  Health Care Expenditures per Capita by State of Residence, 1999
Data Type Currency

Alabama 3719
Alaska 4074
Arizona 2953
Arkansas 3543
California 3440
Colorado 3377
ConnecticL 4755
Delaware 4488
District of ( 6565
Florida 4044
Georgia 3473
Hawaii 3658
Idaho 3145
llinois 3897
Indiana 3739
lowa 3928
Kansas 3871
Kentucky 3851
Louisiana 3870
Maine 4265
Maryland 3917
Massachus 4749
Michigan 3751

Minnesota 3989
Mississippi 3447

Missouri 3852
Montana 3530
Nebraska 3792
Nevada 3181

New Hamg 3911
New Jerse 4271
New Mexic 3228
New York 4745
North Caro 3633
North Dakc 4033

Ohio 3946
Oklahoma 3522
Oregon 3493
Pennsylvar 4285

Rhode Isla 4322
South Carc 3661
South Daki 3841
Tennessee 3853
Texas 3468
United Stat 3829



Utah 2717

Vermont 3862

Virginia 3406

Washingto 3592

West Virgir 4211

Wisconsin 3966

Wyoming 3573

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita

Full Title Health Care Expenditures per Capita by State of Residence, 2000
Data Type Currency

Alabama 3909
Alaska 4513
Arizona 3064
Arkansas 3765
California 3569
Colorado 3629
Connectict 4949
Delaware 4689
District of ( 6496
Florida 4302
Georgia 3613
Hawaii 3786
ldaho 3354
lllinois 4137
Indiana 3947
lowa 4151
Kansas 4089
Kentucky 4166
Louisiana 4009
Maine 4539
Maryland 4145
Massachus 5021
Michigan 3928

Minnesota 4302
Mississippi 3730

Missouri 4117
Montana 3792
Nebraska 4144
Nevada 3363

New Hamg 4106
New Jerse' 4584
New Mexic 3353
New York 4957
North Caro 3895
North Dakc 4244

Ohio 4198
Oklahoma 3701
Oregon 3674

Pennsylvar 4541
Rhode Isla 4610
South Carc 3869
South Dak« 4074
Tennessee 4106
Texas 3599
United Stat 4039



Utah 2937

Vermont 4261

Virginia 3673

Washingto 3778

West Virgir 4457

Wisconsin 4269

Wyoming 3907

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita

Full Titte Health Care Expenditures per Capita by State of Residence, 2001
Data Type Currency

Alabama 4166
Alaska 5133
Arizona 3242
Arkansas 4025
California 3808
Colorado 3855
Connecticl 5336
Delaware 5056
District of ( 6819
Florida 4599
Georgia 3807
Hawaii 4044
Idaho 3610
Illinois 4394
Indiana 4279
lowa 4468
Kansas 4391
Kentucky 4477
Louisiana 4270
Maine 4972
Maryland 4480
Massachus 5458
Michigan 4162

Minnesota 4683
Mississippi 4084

Missouri 4404
Montana 4162
Nebraska 4562
Nevada 3620

New Hamg 4386
New Jerse 4832
New Mexic 3647
New York 5347
North Caro 4296
North Dakc 4645

Ohio 4645
Oklahoma 4036
Oregon 4079
Pennsylvar 4887

Rhode Isla 4978
South Carc 4233
South Dak« 4416
Tennessee 4460
Texas 3882
United Stal 4344



Utah 3161
Vermont 4673
Virginia 3839
Washingto 4091
West Virgir 4875
Wisconsin 4683

Wyoming 4220
Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources  Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita

Full Title Health Care Expenditures per Capita by State of Residence, 2002
Data Type Currency

Alabama 4481
Alaska 5666
Arizona 3559
Arkansas 4334
California 4058
Colorado 4127
ConnecticL 5693
Delaware 5479
District of ( 7184
Florida 4901
Georgia 4102
Hawaii 4333
Idaho 3941
inois 4709
Indiana 4599
lowa 4737
Kansas 4655
Kentucky 4823
Louisiana 4532
Maine 5348
Maryland 4845
Massachus 5894
Michigan 4414

Minnesota 5086
Mississippi 4410

Missouri 4806
Montana 4456
Nebraska 4884
Nevada 3963

New Hamg 4708
New Jerse' 5211
New Mexic 3936
New York 5710
North Caro 4530
North Dakc 5161

Ohio 4988
Oklahoma 4293
Oregon 4313

Pennsylvar 5201
Rhode Isla 5380
South Carc 4537
South Daki 4836
Tennessee 4656
Texas 4196
United Stat 4655



Utah 3450
Vermont 5116
Virginia 4133
Washingto 4465
West Virgir 5206
Wisconsin 5085

Wyoming 4607
Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



Category Health Costs & Budgets

Subcatego Health Expenditures by State of Residence

Topic Health Spending per Capita

Full Title Health Care Expenditures per Capita by State of Residence, 2003
Data Type Currency

Alabama 4897
Alaska 6081
Arizona 3827
Arkansas 4597
California 4387
Colorado 4471
ConnecticL 5966
Delaware 6058
District of ( 7677
Florida 5117
Georgia 4304
Hawaii 4660
Idaho 4196
lllinois 5002
Indiana 4940
lowa 5100
Kansas 5024
Kentucky 5117
Louisiana 4867
Maine 5858
Maryland 5233
Massachus 6320
Michigan 4705
Minnesota 5464
Mississippi 4701
Missouri 5192
Montana 4788
Nebraska 5209
Nevada 4280

New Hamg 5044
New Jerse' 5493
New Mexic 4146
New York 6168
North Caro 4833
North Dakc 5407

Ohio 5356
Oklahoma 4680
Oregon 4574

Pennsylvar 5579
Rhode Isla 5735
South Carc 4828
South Daki 5125
Tennessee 5032
Texas 4377
United Stat 4973



Utah 3719

Vermont 5683

Virginia 4477

Washingto 4812

West Virgit 5582

Wisconsin 5382

Wyoming 4950

Notes Health Care Expenditures measure spending for all privately and publicly funded personal h
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for Medicare



'Category ™ . 7' Health Costs & Budgets

Subcategory . - Health Expenditures by State of Residence
“ Topic : Health Spending per Capita
Full Titie Health Care Expenditures per Capita by State of Residence, 2004
Data Type -Currency
District of Columbia $8,295
Massachusetts $6,683
Maine $6,540
New York $6,535
Alaska $6,450
Connecticut $6,344
Delaware $6,306
Rhode Island $6,193
Vermont $6,069
West Virginia $5,954
Pennsylvania ‘ $5,933
North Dakota _ N $5,808
New Jersey ] $5,807
Minnesota - ~ $5795
Ohio $5,725
Wisconsin $5,670
Nebraska $5,699
Maryland $5,590
Florida $5,483
Kentucky $5,473
Tennessee $5,464
Missouri $5,444
New Hampshire $5,432
Kansas $5,362
lowa . $5,380
South Dakota " $5,327
Indiana $5,295
Hlinois $5,293
United States A $5,283
Wyoming } $5,265
North Carolina $5,191
Alabama $5,135
South Carolina $5,114
Washington’ $5,092
Montana $5,080
Mississippi $5,059
Michigan $5,058
Louisiana $5,040
Hawaii $4,941
Oklahoma $4,917
Oregon $4,880
Arkansas $4,863
Virginia o - %4822
Colorado $4,717

California e o $4,638.



Texas o $4,601,

Georgia $4,600

Nevada . $4,569

New Mexico $4,471

Idaho $4,444

Arizona $4,103

Utah - $3,972

Notes Health Care Expenditures measure spending for all privately and publicly funded pk
Definitions

Sources Health Expenditure Data, Health Expenditures by State of Residence, Centers for !



VISITOR REGISTRATION SHEET

HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND

RELATED HOSPITAL ISSUES

09/14/2010

Name of Committee

Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME

FIRM OR AGENCY AND ADDRESS

Jo W ptearf

" 55 e /p@,}g@ g

Clp B | RS
/‘\M&MM@ Ne ey
. @/{Jﬂ’/ AN
Jwel %M’ AN

?\C;\Aakd \) . V;moov

\26Q wpon | &m@@)‘l\ffw*\\ N s A @w\%\\\\@ e
Cogprores M Ve Tge k@,m;\& )

Ann \/ \!p%vf\i

Misson Nospirta (

Kolrysorn B8 rodsloc

%gwwo% L p5p 00l s eSS 0077
zﬂ/m ﬂ\@@(f«@ MiSsio  AnPrL




VISITOR REGISTRATION SHEET

‘ HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND
RELATED HOSPITAL ISSUES 09/14/2010

Name of Committee Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME FIRM OR AGENCY AND ADDRESS

i, Kol

Do Lock i

At Colvard

Akt

W/m Q/M/MWL

EH R

‘ A\\Gon Walley

N NS

sty lasicr

g

_\/\jv%l/\l%ﬁ W%

S

Wi onin g

Ly 4

A

sl

gfﬂw/@ @//5 LA
(e 2 Lo LA
2‘\20105(\4 (a«)lov l(octxowzlc Law &’yovﬁi

%&/{m

72722
\



VISITOR REGISTRATION SHEET

HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND
RELATED HOSPITAL ISSUES 09/14/2010

Name of Committee Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME FIRM OR AGENCY AND ADDRESS

Hu g Tresed | monms
Laviee Chvecee | Duys

Df\\) & E/&u«v\ T oK MAA W &J\\;«B{,’k%

. & /U(} %L\Q.— Cone LLM \T\/\

Ko MQ@N\ S

Ly Moo /Z}ép %W

P&\\« MO

Duap Baenss s

Cedth Snok | waef—

j@g \}}\Ne,@ E NcPDoc_

d\i hv o gﬁcg(&w\,\ {\JO/M'((/




VISITOR REGISTRATION SHEET

| ‘ HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND

RELATED HOSPITAL ISSUES

09/14/2010

Name of Committee

Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME FIRM OR AGENCY AND ADDRESS
s [orerel NELS o pmvel’nv S
Grescton Lol E st oo tfo—
Beedins Brekongy | /e Fops LaFe ot 25

®/luy vt

Node=  ~

Cm%m

DHHS- DHSR.

oAl Ra H

NS - DHSP

G heis Tay)e

M cwee = PRSR

@d’r s 0% (1S 7100

D= = DIHSR

\) TIIB E@ )Ny

D\,\@»@! VIR NG

/om V657L

. M{f ///Jg

/%7 e r \g/ruf /) 1220

Ui



VISITOR REGISTRATION SHEET

. HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND

RELATED HOSPITAL ISSUES

09/14/2010

Name of Committee

Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME

FIRM OR AGENCY AND ADDRESS

\M L. (\’\ A)H’(:Juﬁ

Ddee Hrowd System, Ororlo U

Make ¢ ewim—

WILL/IANS MOULEN

/lrey /Mam) POA Tre.
‘ Beephad R bAKY VL DA
’\j G T
MQ LAM ‘ .
Mife Vicarys Ncba
Dex Juy Lermdd NVCK
’4'”'7 3“33 UNC feattt Core

UL it wan

Vexc Healtcare

W o4

L/

\W




VISITOR REGISTRATION SHEET

HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND

RELATED HOSPITAL ISSUES

09/14/2010

Name of Committee

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

Date

NAME

FIRM OR AGENCY AND ADDRESS

- &//r%w 7%4‘72%/'/'(

S

"So 4N Compex

Wy oo (LI

Qomi//%\gs A
Ven 4PA

U504 £ty

KD, Sy m{j

N el T

C (b

% v

Nce DAJ




' NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2011-2012 SESSION

You are hereby notified that the House Select Committee on Certificate of Need Process and
Related Hospital Issues will meet as follows:

DAY & DATE: Thursday, October 6, 2011

TIME: 10am

LOCATION: 544 1LOB

COMMENTS: 10am to 12pm Facilities Overview Presentation
12pm to 1pm Lunch Break

1pm to 3pm CON Presentations

Respectfully,
Representative Steen, Chair
Representative Torbett, Chair

l I hereby certify this notice was filed by the committee assistant at the following offices at
12 PM o’clock on September 23, 2011.

(] Principal Clerk
[[] Reading Clerk — House Chamber

Viddia Torbett (Committee Assistant)



‘ - General Aggembly of North Carolina

Bouse Select Committee

3008, SALISBURY STREET ©n

R o NC 27603.5025 the Certificate of Need Process
019 733-3881 and Related Bospital Fssues
COMMITIZE CLERK State Legislative Building
RooM oy PURY STREET Raleigh, North Carolina

RALEIGH, NC 27603-5925
(919) 733-5868

, AGENDA
10:00 a.m. Thursday, October 6, 2011
Room 544 Legislative Office Building

I. Call to Order and Introductory Remarks
Representative John Torbett- presiding

II. Overview and Inventory of Regulated Facilities

REPRESENTATIVE JOHN TORBETT
CO-CHAIR

300 N. SALISBURY STREET

ROOM 537

RALEIGH, NC 27603-5925

(919) 733-5868

Jeff Horton, Chief Operating Olfficer, Division of Health Service Regulation, DHHS

III. CON Review Statistics

Jeff Horton, Chief Operating Olfficer, Division of Health Service Regulation, DHHS

Lunch break 12:00 until 1:00

IV. Climate and Conditions for Hospital Operations
Hugh Tilson, Sr. Vice-President, North Carolina Hospital Association

V. North Carolina Certificate of Need Law in the 21* Century
Noah H. Huffstetler 111, Partner, Nelson Mullins

VI. Committee Discussion

VII. Adjourn

Next meeting:
6:00 p.m., October 20, 2011,

WNC Agricultural Center
: : 1301 Fanning Bridge Rd., Fletcher, NC 28732



MINUTES

HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED AND RELATED HOSPITAL ISSUES
THURSDAY, OCTOBER 6, 2011
10:00 a.m.
Room 544, Legislative Office ABuiIding

The House Select Committee on Certificate of Need and Related Hospital Issues met on Thursday,
October 6, 2011, at 10:00 a.m. in Room 544 of the Legislative Office Building. Representatives Avila,
Boles, Brandon, Collins, Current, Hollo, Randleman, Steen, and Torbett attended.

Representative Torbett presided. He welcomed members and audience and gave information on
upcoming meetings. Shawn Parker, Committee Counsel, addressed questions from previous meeting
that were answered concerning the ethical regulations of the SHCC: The state health coordinating
council is not considered a covered board under the state ethics act, instead the regulations of their
ethics falls under executive order 10, which has been issued by Governor Perdue, and it imposes certain
disclosure requirements and conflict of interest standards. What it requires is that prior to each meeting
members are reminded of their duty to act in the best interest of the public without regard to their
professional, institutional, or financial interest. Before conducting any business, each member must
disclose any professional or institutional interest in any matter coming before the SHCC or a SHCC
subcommittee. The chair would determine whether the member must be recused. Before conducting
any business each member must disclose any financial benefit, the term is slightly different than what
would be in the state government ethics act that he or she or his or her spouse may derive in a manner
before the SHCC or a subcommittee. If the member indicates they derive a benefit they must recuse
themselves. They may deliberate on the matter unless the chair decides that the deliberation would not
be in the best interest of the committee.

Representative Torbett asked the committee to adopt the minutes from the previous committee
meeting. Representative Randleman made the motion, seconded by Representative Steen. The motion
carried unanimously.

PRESENTATIONS
AC3, Drexel Pratt, Director of the Division of Health Service Regulation (see attached).

Overview and Inventory of Regulated Facilities, CON Review Statistics, Jeff Horton, Chief Operating
Officer, division of Health Service Regulation, DHHS (see attached)

Representative Avila: Back on page 12 where we talked about the dialysis clinics, there was recently
some work done and they are questioning whether just three days a week is sufficient and | was
wondering has that trickled into any discussions in terms of capacity as far as the state is concerned?



Jeff Horton: Not to my knowledge. Three days a week is still the standard of care.

Representative Avila: Just being knit picky on this. On page 16, | don’t get my numbers to add up.
Because when you do the non —competitive and the competitive you only get 123 and you are saying
there were 156 reviewed, where do we lose that, what kind of classification did the difference fall into?

Jeff Horton: We had 156 total received, actually, the 11 competitive reviews were 45 applications, and
then that actually would be added to the 112 applications. Actually that would be 157.

Representative Current: In deciding, let me see if | can put it a way that clarifies what | am saying. In my
county, town of Mount Holly area, our hospital applied for an emergency facility and then the hospital
across the river contested that and so forth and I think it has been decided, but my question is who
makes the decision you need any emergency room facility in Mount Holly or is that purely based on the
fact that somebody applies for it?

Jeff Horton: Yes, a need for the offsite and emergency department, like you are talking about, is not in
the state medical facilities plan. There is no determination in the plan for that, per se. The hospital
would have to make the case and say we believe there is a need for it and then they would have to
demonstrate that need and tell us why they think it is and it would have to conform to the criteria and
the law.

Representative Current: You touched on something | also wanted to get a little more clarification on. In
the case of a hospital, | think Hillsboro is getting ready to build one, is that correct?

Jeff Horton: Yes.

Representative Current: Now if the mission of certificate of need is to affect the cost of health care in
North Carolina, would certificate of need have the authority or the committees behind it and so forth, to
decide whether you need a hospital period, based on access or the other factors and so forth, up front?

Jeff Horton: Well the state medical facilities plan would determine if there is a need for acute care
hospital beds. That’s where the need originates from and then the plan is published every year and is
signed by the governor, usually before the end of the calendar year, and its effective January 1 of the
next year and that will have the need determinations in it. So if there are new hospital beds in it that
would typically drive somebody building a hospital or either taking those beds and adding it to an
existing hospital in the same county. Now another that hospitals can do is there may not be a need
determination for hospital beds in a certain county, but let’s say they want to take some beds from their
big facility and just relocate those beds to another part of the county. They can do that, but they have
to have a certificate of need, and again, we look at the criteria that they have to meet all the review
criteria. A big part of that, | will tell you, that when reviews are done, when folks are relocating services
within the county, we often look at what population are they serving. A big part of the law is medically
underserved individuals. You have to show that you are serving that population, so if they want to
relocate something to another area, we typically look are they still going to serve medically underserved



individuals where they want to move their beds to. So we look at things like that just to make sure that
they are leaving some folks high and dry somewhere.

Representative Current: On the back page you are talking about how much the state spends in your
attorney general’s effort. I'm just curious to know how much money might be spent by the entities that
desire certificate of needs to address the changes in the decisions. Do you have any idea how much
money, because that comes from, say in the case of a hospital that wants to expand or something; those
are reflected in healthcare costs?

Jeff Horton: We don’t collect that data, that is typically something hospital work out with their law firms
and we don’t have access to that data.

PRESENTATION

Climate and Conditions for Hospital Operations, Hugh Tilson, Sr. Vice-President, North Carolina Hospital
Association (see attached) '

Representative Current: Talking a little bit about the Medicaid disproportionate situation, is that stiil in
existence?

Hugh Tilson: Yes sir it is. So Medicaid pays hospitals a base rate and it is on the outpatient side 80% of
cost and one the inpatient about 50% of cost. The federal government has a program called the
disproportion share program that allows us to draw down federal funds to help offset those losses. The
net of those losses are now about 74% of our cost of caring. So even with that it doesn’t offset our
entire cost of caring for Medicaid patients.

Representative Current: Now does that include the cost of Medicare services that are not paid by the
government and charity and Medicaid, uncompensated portion of what they pay the hospitals?

Hugh Tilson: No sir. That's just the Medicaid portion.

Representative Current: I'm surprised to see obstetrics over here in the losing column. If that is the
case, why do | see hospitals continually building and improving their birthing centers, it seems to never
end?

Hugh Tilson: I'd be happy to get some hospital folks up here to really answer the question. I'd be happy
to tell you my impression of it and that is when you go to the hospital there are very few positive
interactions. You are usually sick, having an intervention, but having a baby is a good thing. So hospitals
want to make that as positive as an experience as possible so that you have a positive experience at the
hospital for the rest of your medical care. It is an important patient intervention. It's the right thing to
do, we need to make it as comfortable as possible, but from a financial standpoint. The other thing is
about half the babies in North Carolina are paid for by Medicaid. So you see a lot of effort to try to get
those commercially insured babies being born at your hospital as well.



Representative Current: My experience has been that all of these young ladies that have babies that do
have commercial insurance. They pay the cost to the hospital and the physician care before they ever
are delivered has been my observation. You mentioned something about the hospitals serving people
and then worrying about collecting. | want to know where you can go, every doctor | go see for
whatever, the first thing we talk about is how it’s going to be paid for. | have an assistant that works in
our office that is having a baby in December, paying it out of pocket, and she has made arrangements
for the hospital to be paid and the doctor to be paid before that baby ever comes into the world. | know
in my office we take patients and don’t worry about getting paid until it’s done and we’ve got a pretty
good accounts receivable. The point | want to make is that | don’t know that | agreed with what you
said about all this care being done out here in the field without compensation being talked about before
it's ever done.

Hugh Tilson: | think you are going to see more of that with that balance of being a business and a
charitable organization. If you can schedule things in advance, | think you are going to see more people
talking about how you’re going to pay for it. But there are an awful lot of things in a hospital that you
can’t schedule in advance. Those are the types of things I’'m talking about when you show up in the
emergency department, you need an MRI, you need an emergency heart surgery, you need all those
type things, we’re not going to ask how are you going to pay for it. If you show up and need to have
your knee scoped or you need any of those type things, we can schedule in advance, we are increasingly
asking those questions.

Representative Avila: It’s just sort of like a theoretical supply and demand. On one hand you are saying
that we are having more and more people needing these services, yet we have in place a program that
limits the services. I’'m not sure that the review process and the agreement to expand are keeping up
this need to expand. Is that logical?

Hugh Tilson: Need to defer to someone who actually does this for a living to answer that question, but
my impression is that because the planning process plans years out, it anticipates what is going to be
there. Process is designed to reflect your question, whether it does it or not, my hospitals seem to
believe it does and that we are very comfortable with that.

North Carolina Certificate of Need Law in the 21% Century, Noah H. Huffstetler II, Partner, Nelson
Mullins (see attached)

Question from Representative Avila: When we talked about supply and demand and we heard Hugh
make the statement that you plan far in advance and here you've got an expansion that has been hung
up in discussion for three years. It’s not working. You are planning for growth, but you are not
providing the facilities at the rate that you need them, because the system can hang it up forever. It
definitely needs to be reworked if your objective is to review, plan ahead, and build accordingly.

Noah Huffstetler: | agree, | think you hit the nail on the head. It is true that the state plan looks at a
planning horizon, a couple of years in the future. What we often see is by the time that planning



horizon arrives, it's already obsolete. Even if you are planning that far in the future, if the thing is going
to be held up in court for 5 years, you are going to delay the ability of folks to meet needs. The BRAC
program in the Cumberland Hoke County is leading to a tremendous influx of families and both First
Health located in Pinehurst and Cumberland located in Fayetteville have applied to build hospitals in
that community and they are still held up in court and likely will be for a while. That is one area where
we can make the program refocused more on the needs of the people it's supposed to serve.

Representative Brandon: Who is in charge of the certificate of need on the review process, particularly
the competitor part? If there are 10 people applying for the certificate and they all 10 qualify, how does
that decision get made to just one person getting it?

Noah Huffstetler: Unlike other states who have a board of people who make these decisions, in North
Carolina, we have the decision made by a single project analyst with the oversight and the supervision of
either the chief of the CON section or that chief’s deputy. Two people are making the decision.

Typically the person with oversight, who is responsible, does not read the whole application. These
applications are hundreds of pages long. In the situation that you hypothesize with ten applicants, you
could have ten applications, each of which 400 pages long, and an agency file that would fill up several
volumes where they have commented in favor of their application against the other. Really, there is
only one person who reviews all that. His or her decision is reviewed and approved by someone higher
up in the CON section, but it is not a board or commission that makes those decisions. It’s basically one

person.

Representative Current: Complement presenter on appraisal of state health coordinating council, you
did that eloquently and objectively. How it’s appointed and the make -up and ethics. You make the
comment that everybody had agreed that there needed to be an emergency room in Mount Holly. | just
am going to use this as an example. I'm a Gaston County man and | think that if we are going to build
one, I'd like for Caromont to have it, obviously. Which brings a second question, | picked up the paper
yesterday morning and | think there were two maybe three full page ads of advertising in our newspaper
in Gaston County for physicians to go see that are physicians of the Charlotte Hospital that | won't
reference. I'm sitting here saying to myself how is this in the best interest of the public that you say that
the certificate of need is supposed to be serving. We're spending all this money trying to take patients
away from each other, and that is what this emergency room situation is about, is how to cut off the
flow of patients from Gaston County to Charlotte and then Charlotte wants to get our people coming to
their hospitals. It would seem to me that what we should be seeking is some type of scenario that is
really in the best interest of the people. ‘

Representative Steen: | think these reform measures are something that we need to take a strong look
at. I think they are very practical and hopefully we can go down that road. You mentioned the medical
care commission and SHCC, what is the interaction between those two groups?

Noah Huffstetler: They are separate groups with separate authorities. The medical care commission
adopts certain rules for the practice of medicine, for example, in North Carolina and it is under its
auspices that hospital revenue bonds are issued. The full faith and credit of the state is not pledged for



those bonds, but the medical care commission assists the community hospitals, and this is available only
for not for profit hospitals, in being able to issue the finances they need for new projects. They don’t
make the CON decision. In the original CON law, the one that was declared unconstitutional and
reenacted, it was the medical care commission that made those decisions. Under the present law, the
state health coordinating council, which has no common representation with the medical care
commission, is the entity that makes the decision about where a facility can be built. Then you go to the
medical care commission if you want to get state sponsored funding for that project.

Representative Steen: You mentioned the AC3 hospitals, the acute care with the academics. How much
have academic hospitals increased market share since that law was enacted in 19777

Noah Huffstetler: It is impossible to say, | do have a slide here that shows that they are doing
extraordinarily well in terms of their operating performance and metrics. (See attached) The original
purpose of policy AC3 was a valid one. It was to recognize that these academic institutions may have a
need for teaching or research purposes that cannot be justified in the terms of the number of patients
they are going to have and, therefore, shouldn’t have to go through the regular process. What we have
seen is, in Wake, Forsythe, and all these other places across the state, head to head competition
between academic medical centers and ordinary hospitals over issues that don’t have anything to do
with research and some kind of esoteric technology. In Forsyth County the state medical facilities plan
says that it has 7 too many operating rooms in the county and so none of the non -academic hospitals
were permitted to expand their facilities, but yet North Carolina Baptist was permitted to build a new 8
operating room ambulatory surgery facility to do kind of tonsillectomies and ear plugs and the other
things that are normally done in ambulatory surgery facilities, even though none of the private hospitals
could do that. As long as they weren’t competing head to head, | think it was fair and appropriate for
the academics to have some special provisions, but if they are going to be doing head to head
competition, as indeed they are here in Wake County, | think you need to level the playing field between
academics and the other guys.

Representative Torbett reminded members that the next meeting will occur on October 20", at 6pm
Western North Carolina Agricultural Center in Fletcher, NC and adjourned the meeting.
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Climate and Conditions for Hospital Operationsg
Hugh Tilson, Sr. Vice President

Why U.S. Health Care Costs Rise

The aging of America is driving up utilization — older people use more
health care services

Costly medical technologies and drug therapies more available;
Americans use a lot of them —in addition to prior existing therapies

Societaliexpectations: Americans demand high quality health care
services — without restrictions and with minimal costs to the patient

The U.S. system incentivizes providers to do more

Multiple third party payers result in higher administrative costs,
including for providers
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Most U.S. Industries

Consumer directly pays for the product

Demand rises when prices decline/quality
increases

“1 Buyers purchase only what the'y need and

1onsumers are able to compare product
rformance and price with competing

4410381

Health Care Economics Are Different

Health Care

Government/insurers pay the majority of the bill

Price is generally not the deciding factor when
medical care decisions are made ~ patients don’t
pay, deference to physician recommendations,
lack of information

Consumers primarily seek care when they are sick
- they want the ‘best’, get it now and pay for it
later, rely on physician recommendations not price

Little objective information is available to
consumers and providers; available information
difficult to use

Government sets prices for most customers —
below cost; private insurers negotiate but pay
more for a smaller number of consumers

Business

Operate as a business

Provide profitable -
services to paying
patients

Be fiscally responsible

Be efficient

Provide services with
positive margin

Unique Expectations of Hospitals

>~
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NCHA Hospitals

[T] urban (MSA) Counties
{3 Rurat Counties

&

NCHA Hospitals

Fewer Insured Patients

Average Hospital Volume by Payor, 2004-2010

%
# Commercial Payors as a percent of
Gross Revenue (Charges)

. w Medicaid as a percent of Gross
% Revenue (Charges)

& Medicare as a percent of Gross
Revenue (Charges)

« Uninsured as a percent of Gross
Revenue (Charges)

Prepared by Sarah Broome, PhD,
Director of Economic Research, NCHA,
June 3, 2011, Response rate: 87%;
missing responses imputed using beds.
Data source: NCHA ANDI
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Gov’t, Uninsured Cost Hospitals $2.5B

$3,000

$2,500

$2,000

$1,500

Millions ($)

$1,000

$500 05, e 6751 [ $853

2006 2007 2008 2009 2010
®Bad debt  mMedicare Medicaid O Charity Care

Prepared by Sarah Broome, PhD, Director of Economic Research, NCHA, June 3, 2011.
Response rate: 87%; missing responses imputed using beds. Data source:NCHA ANDI.

“Type” Doesn’t Determine Service

Five Public and five Non-Public hospitals have the highest percentages of Medicaid and
Uninsured costs in relation to total costs. This is consistent for all NC hospitals - the ‘type’ of
hospital does not dictate the patients North Carolina hospitals serve.

Top 10 in NC - Percent of Medicaid and Uninsured Costs to Total Costs

®Uninsured % ® Medicaid %

Duplin General Hospital, Inc. fwmmza 3 4

[Cur Community Hospital, Inc.] i

IFirstHealth Richmond Memorial Hospital] M!M :
Carolinas Medical Center - Lincoin Waﬁﬁ

Onslow Memorial Hospital mﬁs@lﬁ 32.34%
[Betsy Johnston Regionat Hospitaﬂ m‘lﬁzﬁ % 32.30%
Bladen County Hospital M&Gﬁ 3 31.10%
I Southeastern Regiona! Medical Center| *W&ZQ 30.60%
Carolinas Medical Center mggoa 29.62%
' 29.17%

h’homasville Medical CenterJ W{l ]

*As defined within the MRI Plan, includes unreimb d services to uni d pati and
services not covered but provided to insured patients.
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Most Services Cost Hospitals

Oncology

Orthopedics

Cardiology

Outpatient Surgery

Imaging

Emergency Department

Pediatrics

08B/GYN

Internal Medicine

Trauma

Mental Health

Community Health/Medicine

Payments Below Costs

North Carolina hospitals depend on payments from commercial/private
insured patients and revenues from certain services to help offset losses
from government payers and the uninsured and many services

Cost of delivering care

Copvnereiat/Private Medivare Medivaid Unhier Payers
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NC Hospitals - Challenges

* Declining reimbursements

Health Information Technology

Workforce

Can doctors keep practices open to new
Medicare and/or Medicaid patients?

Increased alignment

— Community hospitals continue to align to meet
community needs and uncertain environment

— 25% to 40% of NC physician are employed by
hospitals; will trend accelerate?; better ways to align?

1

NC Hospitals - Challenges

Affordable Care Act
* Take effect or not: must plan for either
* Reduction in NC hospital revenues: $5.6 billion

* Unknowns
- Will hospital losses caring for the uninsured fall?

- Will anything change the way health care is
delivered? :

- What to do to get ready?

12
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Measurement & Transparency

o Regeste

The NC Hospita! Performance Report

The North Carolina Center for Hospits! Quality and Patient Safety (NC Quslity Deoter) hu miigned its fforts with ihe Hawpital Quality
Altlancs {NGR) HQA I8 2 padionds & L85 S0 ORI I FIR0NC haityl guality
performpncs information. Rosuials surdss the onlry Reng biwey Wov\dm:g information hrough thy HOA infhative since Ottober 2001,
Updated on $715/11 to mcivie:
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* Retresh of the Optimal Care scones 1 ININNIE SSETGES vavf' m3reh I3

New HCAHPS survey RRSURS fur tine Srviod 02 2009 + Sest 28
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Source: www.nchospitalquality.org
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Hospital Dashboard
Quality Dashboard
{ e .
Quality [ d for|
Quartiles are developed from the score distribution of NG Hospitals, For more on the devaispment of this report, plesse visit
the Fr by Asked Q § {FAQ). For more detn.ls on the HCAHPS Survey, Mor‘al;ry Rarsg or Rmdmnmon Rates
oiease visit www.h hhs.gov.
HCAHPS Patlent Perceptions Survey | 10/09-9/10 PSO Member
Rate 9 or 10 Overall 72.0% (D
Always Clean and Quiet 64.0% ’ v
Conditions Optimal Care Scors Mortality Rate dmission Rate Cotor Coding
10/10-3/11 7/07-6/10 7/07-6/10 Top-Quartiie
Heart Attack (HA)® . 099.0% 12:4%: 17.9% 2nd Quortita
3rd Quartiie
Heart Falture (HF)?
Preumonia (PN)
Surgical Care (SCIP10)
Measare Benchmarks | NC 25th 9%-ile Score® | NC501h %-lle Score | NC 75th 9-ie Score® National Rate
Rate ¢ or 10 Overalt 65% 69% 74% 67%
Always Clean and Quiet 63% 66% 70% 665
Optimal Care HA Score 93.6% 98.15 100.0% 965
Optimal Care HF Score 85.1%: 93.8% 97.6% S0%
Optimat Care PN Score 84.5% 89.9% 95.2% 89%
Source: www.nchospitalquality.org “

10/06/2011



Care Improving

Aggregate Optimal Care Trends for N.C. Hospitals
6-Month TimeFrames
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derived from the CMS/HQA Hospital Inpatient Process Measures. Pneumonia optimal score does not include influenza
vaccination during Q2 an Q3 (non-flu season). Surgical Care Optimal Care score includes eight SCIP measures (INF1, INF2,
NF3, INF4, INF6, Card2, VTE1 and VTE2.

Summary

* Government paying for more hospital patients —
privately insured declining but even more important

* Affordable Care Act and reimbursement cuts
— Changes throughout health care

— Focus on quality and efficiency

— Consolidation/alignment/partnerships

— Increased competition for certain services in certain
communities

Hospitals support CON to facilitate dual roles: act like a
business while also providing access to needed care in
an imperfect market

— Cross-subsidization by payer

— Cross-subsidization by service

— Support safety net role

16
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North Carolina
Certificate of Need
Law

Division of Health Service Regulation

Inventory of Health Care
Facilities and Services

« Health care facilities & services inventories
updated annually in the N.C. State Medical
Facilities Plan.

= Most inventory data - from the Division of
Health Service Regulation’s licensing database.

= - Utilization of services & patient origin data -
from annual license renewal applications & data
submitted by providers (hospitals and
ambulatory surgical centers) to the designated
statewide data processor (G.S. 131E, Article
11A).




Acute Care Hospital Data

114 licensed hospitals |
20,713 licensed acute care beds
Avg. annual occupancy rate was 58.42%

4,417,043 days of care provided to
patients during 2010

As of Spring 2011

Acute Care Hospital Data

= Most hospitals in NC are not-for-profit.

= 10 hospitals are for-profit:

Central Carolina Hospital —~ Sanford

Davis Regional Medical Center — Statesville
Franklin Regional Medical Center- Louisburg
Frye Regional Medical Center — Hickory

Lake Norman Regional Medical Center — Mooresville
Martin General Hospital — Williamston

NC Specialty Hospital - Durham

Sandhills Regional Medical Center - Hamlet
Washington County Hospital - Plymouth
Yadkin Valley Community Hospital - Yadkinville

=] a o =] o a o o a a
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Long-Term Care Hospitals

9 Long-Term Care Hospitals (LTCHs)
o 434 beds

Average length of stay > 25 days

Provide services statewide & out of state due to
their specialized services.

4 for-profit LTCHs:

Select Specialty Hospital-Durham

Select Specialty Hospital-Winston-Salem
Life-Care Hospitals of North Carolina-Rocky Mount
Kindred Hospital-Greensboro

0o o o a

As of Spring 2011

Rehabilitation Hospitals

» There are three licensed rehabilitation
hospitals

o Carolinas Rehabilitation Hospital -Mount
Holly (40 beds)

o Care Partners Rehabilitation Hospital-
Asheville (80 beds)

o Carolinas Rehabilitation Hospital —
Charlotte (119 beds)

= 23 additional rehabilitation programs in
acute care hospitals, with 742 beds
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74% of All Hospital Patients Travel
< 25 Miles to Receive Care

Average Distance to Care: Miles from Residence to Hospital
Resadortts Drschongon trom Rt Casoda Hosetats” Ociobor 1, 2008 t Sepomber 30, 2009

76% of Hospital Childbirth
Patients Travel < 20 Miles to
Receive Care

i to Care tor Discharges for Childbirth
Hiles from Residence to Hospital
Fasuaorns Dictaugpen from Bioith Crraling Howtaty Oitober 1, 2008 5 Sephentny 30, 2500

Average {
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80% of Patients Receiving Open Heart
| Surgery Travel < 60 Miles to Receive Care

Average Distance to Care for Open Heart Surgery
Miles from Residence o Hospital
Remguras Oescharosd from deorth Caroling Hospwialy' Gototwr 1, 2008 to Septomber 30, 2009

%

Licensed Facilities with
Ambulatory Surgical Capacity

= 158 Facilities

o 44 free-standing ambulatory surgical
centers

o 114 acute care hospitals

* 1,162 ambulatory and shared operating
rooms
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Ambuiatory Surgical Facility Locations by County in North Caroiina ; o
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Home Health Agency Data

» 212 Medicare-certified Home Health Agencies

» 210,839 clients were served during 2010; a
7.73 % increase from the previous year.

» The statewide average use rates by age group
have increased for all age groups, as follows:

Age Group 2010 Use Rates per 1000 Pop.
Under 18 2.91

Ages 18-64 11.28

‘Ages 65-74 66.71

Ages 75 and over 168.57
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X . { Home Health Agencies by County in North Carolina

-
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Nursing Home Data

= 433 nursing homes
o321 for-profit nursing homes
o 112 non-profit nursing homes

o 423 certified to participate in the
Medicare/Medicaid program

o 10 licensed only (do not participate in
Medicare/Medicaid) are funded primarily by
private pay

As of Spring 2011




~ Nursing Home Payors

= Medicaid program (68%)
» Medicare program (16%)
» Private payment (16%)

= 45,353 licensed nursing home beds
o 96% in nursing homes
o 4% licensed as part of a hospital

= 533 additional beds had received approval from
the DHSR CON Section, not yet licensed.

Nursing Bed Use Rates

= Use Rates by Age Groups

Age Group Bed Utilization per
1000 Population
~ Under 65 0.59
65-74 7.72
75-84 ' 25.69
85 and over 90.39
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I" Hospice Services

» 257 licensed hospice facilities
o Hospice home care agencies
o Hospice facilities - 35
. All have inpatient beds, 323 licensed beds

. 26 have residential care beds, 177 licensed
beds

» 35,219 hospice patients served in 2009-
2010 ~

As of Spring 2011

:

10/06/2011
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| Licensed Hospice Facilties by County|

West

End-Stage Renal Disease
Dialysis Facility Data

» 174 dialysis facilities in operation
» 4,124 certified dialysis stations
= 74 facilities were above 80% utilization

* Each dialysis station can serve four patients per
week.

» 12,649 patients receiving in-center dialysis
services (on 12/31/10)

= Certificates of Need had been issued for an
additional 193 dialysis stations.

As of June 2011
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Intermediate Care Facilities/
Mentally Retarded Data

=« 328 licensed ICF/MR facilities
o 2,729 _community based certified beds

» Plus 4 state-operated facilities

o 2,355 certified beds

o State operated ICF/MR facilities are exempt
from licensure and CON review.
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Inpatient Psychiatric Beds

O 1,744'|icensed beds
O 3 free-standing psychiatric hospitals

056 general acute care hospitals with
designated psychiatric units

Faciitvs with tnpatient Peychiatric Beds by Comnty
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| All Provider Type Locations in North Carolina !

2010 CON Application
Reviews & Appeals

156 Applications Reviewed

112 Non-Competitive Reviews
o 102 Approved

o 10 Disapproved

o 12 Appealed

11 Competitive Reviews
o Included 45 Applications
o 14 Approved
o 23 Appealed

35 Total # Applications Appealed

10/06/2011
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Non-competitive and
Competitive Applications

= Each application must conform to all applicable
statutory and regulatory review criteria.

» CON Section determines if conforming.

= Application will be denied if CON Section
determines the application is not conforming to
one or more of the statutory review criteria or
applicable rules.

= Under certain circumstances, CON Section may
impose a condition that would correct the
deficiency in the application.

l” When is a Review Competitive?

» [f the approval of one application requires the
disapproval of another application.

» Typically when there is a limit on the number of
beds or pieces of equipment that can be
approved due to a need determination in the
State Medical Facilities Plan.

* |f 10 applicants apply for 1 MRI scanner, only 1
applicant can be approved (G.S. 131E-183(a)(1)).

10/06/2011
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Competitive Review Process

= Review each application independently.

= Conduct a comparative analysis to
determine which application is the most
effective alternative.

= Applications that are not conforming to
ALL applicable statutory and regulatory
review criteria are not considered to be
effective alternatives and are denied.

Appeals

= Why are non-competitive applications
appealed?

o The applicant may appeal the denial of his
or her application.

o An “affected person” (as defined in G.S. 131E-
188.(c)) may appeal the approval of the
application.

10/06/2011
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Time Frames for Appeals

= Administrative Law Judge (ALJ) has 270 days from the

date petition is filed to submit Recommended Decision to
the Director of the Division (per CON law).

ALJ/Office of Administrative Hearings (OAH) sends the
Recommended Decision and record to the Director (per
CON law). Typically takes 45-60 days.

Director of the Division has 30 days after receiving the
record to make the Final Agency Decision but this can be
extended for another 30 days.

Time Frames for Appeals
(continued)

Note: For petitions filed on or after 1/1/12, the
ALJ will still have only 270 days to make a
decision but it will be the final decision.

Appeals to the Court of Appeéis can take 1-2
years to be decided. ‘

Decisions by the Court of Appeals can be
appealed to the Supreme Court.

10/06/2011
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State Agency Cost of Litigation
FY 2010/2011

s Contract Expense (atto‘rney salaries &
fringes) = $406,802

~m Litigation =$70,600

m Total Cost =$477,402

Acronyms & Abbreviations

* ALJ - Administrative Law Judge
» DHSR - Division of Health Service Regulation
+ ESRD - End-Stage Renal Disease

+ ICF/MR- Intermediate Care Facilities /Mentally
Retarded

.+ LTCH - Long-Term Care Hospital

» OAH - Office of Administrative Hearings
» SMFP - State Medical Facilities Plan

20



e R S o e
B
2 (3
° o 9 4
M 2
) - s
. B oy I 2
’ .W,..; . .
‘ 2 o y 3 ° .
T R . - .
o g £ - °
Ly e vt :
w2 ek “ o - )
e . Pl
: ui?W.§@w~§ss:¢. - . . .
W N .




d77 ybBnoioqieos ® A8y SulnN LOSIEN

w0y meT NOO ._ow”mm_ﬂ_::ﬂ@o_o_ o<

uolje|nbay NOD uie}ay o} w:ommmm_A\ ,
aiedyjjeaH jo adeospue] m:_m:m:OA
me1 NOI Jo Jusawdojanaaqg«

~aulpno




d77 ybnoioqieos 9 Asjiy Suliny uosjeN

S _m:o;:ﬂ;w:oo:: se >>m_ ay) :>>o_o,,.
~)9nJ)s unoj mEm._n_:m m:__c._mo :tozw

>>m_ NO)D ﬁﬁm e sjoeua
Alquiassy |eilauac) euijoied YlON

sosuadxa aJes yjjeay 410}
Juswiasinquiiadl |elapa} paseq-}so9)

}ov Buluueld yjjesy
aAIsuayaidwo) ayj} sjoeus ssaibuo)

€L61<

LL6L<

9961 «

me1 NOI Jo Juswdojanaq




BZL PTErS €6 ‘2vS "N 2%
CABL "¢ "W
"] “[EYEISO) S)BE) WS 461 [PRR 4O SBRURLED) 1O SRR OUR U] BUjjeIRD) (MR 40 WRNeD) SWeting

GESASH

PR AT UePPRICHC] SEFeANC BAISNIINS IO WL 6 WRIE B §] PUB BUje)E9)

RICN §© UORNIESUeD) OUR 40 7¢ S ‘) ©19FN 10 SUQISIACIC U @) MRAUeS S@
s dsoy Bupsre eup U] Aedoucy B Seus]e=ise Juewelnbe) Yang

[PEU O ENBIIIIED

B 10 1) Cf) @@@@@@@D ey wedn 1desxe [ [egidsey @@@@@@&@ Sjifelelisde

PUR IPAISUeS CF WBY eUp 3B UGS SSIUED 3 SB JBosU] BUeIRS) LRIOHN]

1© UORIIESUOD O 40 B S 9 &9V 40 UOREBIOIA U] AME] 10 SSE90IC) &RD JRG

“UBIAA [SI8E]) 40 UOEBANCED @ §] LEZ-06 S °S'D 1B pjey e Apuenbesues) |

UpEeY 2R BUE 10 UOROWRIC U PUE [Bycsey pecdine puR peus

Aenenbepe UR ‘Spuny) WMo s Jo SIY Upimh Yusdesc ume s 10 SIY Uodn |

ENERIECO PUR IDMNASUOD 6f UORRIOCUED Jo UOREBI0oSSE ‘Uosied B 40 Wy
S} 40 [BULD OUf) Uemiea UORBIEY &jCRUCoSEE) YIRS OU UL /A

% N .
,M . Qn\ / P

T

w\v\
r\ . o \\ - ° TR A




d77 ybnoioqieos g A8l SULINYY UOSIBN

 Me| NOD
e pajoeusd ulebe Ajquassy

|e18USD) BUIjOIED YLON L6 <

me] NO9D jo Juawdojanag




(@) s21-LE0 “8°2rP 9N

(000°000 @@@
SIBIOR UOIIW SALFAL IO SSeoe U] S0 [P)ReM

BUjeIBY YHUON JO SNElS Sl UMEBIDPUIIM SI8mM
‘SPUNRY ©SeUL ) °SPUn) [RIEReL 1o 1dieoes JOI UGHHD

U9 B SB 19 9JAS UNESK S1CNd 8L 46 A
epLL, Ag pesnbes s] ME] PeeU Jo enRayies B 1w.y(e)

000

- SBUIPUR BUMeNes
S SENEW BUJICIBRD) YUOR 10 KlgWessy [RIeuss) au.

7N & | SN
wwwnk . - ° . M/ \\ ° . % M

2, £
N



d77 ybnoioqieas 9 Asjiy Suifinyy UoSjoN

‘pajeadai
me| buluue|d yjjeay |esapad 9861 <

me1 NOI jo Juswdolanaq




OB6L YL "ACK UEEEEY] PIEUOY] JUSRISEId 1O OWENERS

_f | D@L_@@ ujesy
E@% S22NOSE @E@g@@@ 10 UOBIC)2 [BUCHES] OU)
G [BURWLIER USAS PUR “Ieusd NI SISHEUR
1SE]. e U WeWUIEACS) [BISPSL OUL 03 ASe S
W) Ssse204d B 8 o)) peaesd sBY Bujuue)d vyeey)
D@@@:@w@%@é AU ©R @@E@@@& 1880 §] JEy)-sseaeld -
B @@% %@E%@\a@@ @@b@@@@ @% E@@@: @@ PeABS |
@@@ BABY) ‘SQLB) OV U] PEISBUS EJEM ABN) UBM
@@@@@@@@Egg@% seleyled eum ‘SeEeUIne eseyl,
"SONIO PEWNSSE | 89S [Bedes I Wenes eAsy
| °*sSenUoUInE Bujuue)e Unyeey :@@@@& Ul IS8 ©3

NE) eyl ues | 1Byl ednsee)d Jzedd UM os)e §) 1]

[ o - | -
K&\Dm ., 0 ,J \F 0 . v N.\

N /I\



d77 ybnosoqueos 9 Aajiy sulinyy uosien

swelboid NOD Bulysijoqge

I9pISUOD S3Je}S PUSWIWOIDL
aonsnp jo Juawedaqg 9 S
UOISSIWIWO ) dped | [el1apa . $00Z<

9AI}OLI}Sa.l 910w apew
me| NOD s,euljoted YlIoON 1002 ‘€661«

Me1 NO9I Jo Juawdolanaq




5007 KNP SSpen 4o JeuEeeg “S) PUE UeISSIIWES) PRI [RIEPe:]

TN @%@3@5@@@;

UE BUrenvse wedy @@%&@@@ [BISeIC) ©F) SINPeD
-@Id NOD ©Sh AJISES 0] UR9 SHUSTWRIUY] ISSEH
"SPULE WU PeoCUnE Jeu YBeMmine %:5@5@5
| jelgsyslifoniysdiiconliesheiligsiasediioupety
PUR ‘SSe eUED UEeYy BUjuiziued U] ISSeons 10U e
suweiSese NOD “‘©UERE Yo YU SAS)EC @@D@@@@@ 2NN

e SPOSY QUED UREEY] SUSHEED
E@@@ BAIES 186Q sSWrIBale eseu JOUIeym iSpIStiooa] |
PIneYs sweibiont pesy) 4o @@@@@E@@ UM SENES =

JSyoYNE b@@g@b@ o] Anue 63 SISNIET OSRE9ED @:g@g@ @@%@@

. AUCHERUSIIINODEN

N




d77 ybnoioqieds B Asjiy SuUlljnpy UoSIeN

(.$9¥4a..) JuawAhed
9AIoadsold Aq papasiadns

Jusawidsinquiial paseq-}so)

aleoyjjeay jo adeoaspue] buibueys ay|

i




d77 ybnoioqiedss g Asjiy SUllinp UOSjON

Sw9)sAs |ejidsoy-13jnw O Ymour)

aieoyjjeay jo adeospue| Buibueys ay|
| L0Z SNS19A S0/6)




wiuysy 1 H.::U Z

wenig 3

uspiif,

. uojsauBy -
weseald un %

7~ [-7¥S3HRUD YLoN uogepy | R

wc—nom s— h0~+-u y v, “‘
"aiaspBum !

3 w:..:h_wv:mm e
k| uu.u g % v e 1ASING = . gf.
on __EmEE:m . R ._ ;

o , a|mnabpajjiy

3b10dg, 157 ‘ 1 , JMosqio

S . ; Ue g mtwamo;
. fieg Bioy 4 uroyebionni L . L e . . uos “uoyusueny
yoeag Aug _ . g . , : e
UIpIES
3 A
_wm ﬁu *asisE50g

PN _ (1E] hma_com. R
o /»Aw_u el

N

10¢

x,

%, SUHNR

P °
. 3lHadoysig
: ojbuipeq

“ainaspen

. &
uapwes

W

JRERAURTY Y
&

Pl219153Y ]

sautd
wayinosg

WUERS

o
snysyd

4

=]
aprw Em»m.m
o SaHIAUOSIBpUBH m.£ — ¢

Aorg’, ot P %
‘ * ‘ i . ST w:.ﬁacmm&_. I

ey e

E
15) .

|E)dSOH-UON VHIND =

O

SO AN VHNO = @

)

2
o

7
{ j©

(paBeuep) sieNdsoH VHINO = [

(poum@amsie)dsoH YHIND = a Eu_ﬂm- STk

B R N

Auoyiny |ejidsol
m..:n:m_v_ow_\,_-m:o_._mco

OO 9 3 5 5 3
T

E
B




d77 ybnoioqueos 9 Asjid SUlnp LOSIeN

m:__o:mamaso mm:_o:m:c :_

2S0'290°262°L$
_om: :o_wm_EEoo alen _mu__cms_

"O°'N @Y1 ‘LL0Z ‘0E AInr Jo sy

L T T G S M ST I N € M et pn sttt e R s e e s Ml St % Y AR TeR

uolnenbay NOD UIe}9y O] SUOSEIY




HISSIiog) @1EY) [BRRN) BUeIED) URION

MNINDES

PUER E@@a@@ 10 ©2JNOES G SB SPUEQ JO SIUeS JOUO
& Wel Juepuscepy] PUR elpiedes S pUR peinses Ajenaie
~C/eS §] ‘POIUBUY AU ElRIeCUCD YRS WO DOAMSD
SENUSASS WoL AI90S e)ceied §) enNsSs] Yors] pepuies

ueee eary JEy) SBujpueul Bujpn)oKe 256 290 262" 43
SBM LL0Z “0¢ SUNP 0 SR SPuauruyl Yons 2 16 IWNoWR

jecijougicl BUujpuEIsInG 2303 OUf PUR Z60 908° 9L L4
seMm sujpurRyy Yons (|2 Jo IWNeWR [Beiauue
PEZUOUNR [BICL O] "SeSEe| PUR SeieU ‘SPUcT enUSASY
Q0 PESOP SEY UOISSIWWeD) 8L “LL0Z 08 UNF 0 SV

NS CRNGNISTING)

i
S, 4 o N o p
<



77 ybnoioqueos 9 Asjiy Suljnp UOS/ON

-s19nssi 10y Uo2330id NO
Aq pajoajje aie sbuijes puoq ybIH

uonje|nbay NOD ule}ay 0} suoseay




sbenblicgbocglpliogleidiies

@g@b@ PENREICO eup 65 @@@%@

Sliele)) @%@% U] @InAg eUp W) peBuRye &) AW puE cdneds) PelEBIeo)

A 4O SEMUSASY BUR 198IR AOSIEADE [PIRC2 MET NOS U ‘SUCSEEY aSal))!
10 B Jo4) SS9 BURnNsSa PUR SUCRILISes AIciRnbes euf osEesep Jo

SSEAI9U] G SN BU U] PEPUSWB & ABW MET NOD OUf ‘UCRIPRE U]

&o o o
JO ‘U8R P09 SELIAIES YORS WL SSNUSASS JEUL 40 @pIAed %@E@@

KOV SPOIAIDS EBD UREEY U[EIED J6) UORROCUcS peseassy IS IXE,

PInee Cnei®) PENREGO OUR 40 UMY SUR U] PEPUSWE 0S ) MET) NOD

SR “JeUuEW JB)UWS B U] MET] NOD B PUSWR o) Aluessy [RIeues)

| BUjesBY) URIoR] O U] SUQS [SSO99nsuUn 8Wes Uesq Apuess) eARY

eyl "SEeE UBEHN Jo[eW U] seaes Bupacel Sienues Bulbew) pue

- SIENUeD AeBINS AeNZNCWE BUjpuEs 66 SB UINS SEHIEE) &IB UEeY

. 0 JOQUINY O U] SesEedoy] [RRURISTNS e SJ6U) SENES OSef 0 Uoecl

U] SORIE) RS UHReY @ PeiE|el SEIMPUeEh® J0 SORIARSR [0 [PEIEAGD

Bupierepun e pedses VM pesecly] SUGEIIRSES O EACUEY J6 EONpEY
©l SME] [PEBU J© ENRINIEUED JIOU) PERPUSWE AHUeoe) OARY SEIEIS OW0S

Z7 SN

J
’ \N . ° , B : . ; ! ‘
A o I o \ i




700 ‘SIS SICISEAY] SR

NIUNGD B U] SENELS JOURO @)
sBupel [BYcsoy PUR SORSUEIoRIBYD JIOU Bu
~J2dWUeD UBUM INC PUEBS ‘BUIjEIRS) UGN PUE
BlUIBIA Tenaied U] senens oMl “uope|nbes

- PREN fO eNRalIies) BUemS 10 eaUesald aup
- PUR ‘SIUWUCIAUS JonRe e)caIeAB] ‘Soue
Iuoucse puR a)ydeiSowsp Buens 40 ucne
- CUIQWIED B WoM IeUec Suelbes audei6esE
PUR SENEIS OSEUL U] SISRIAGIC @'y UK

Q\
A ° 3 £
/|\ /.\




d77 ybnosoqiess 9 Asjiy Suljinpy UcsIaN

ﬁwm_c:c_ _o_mo__cms_ »
s euljoJed YlION uo ﬂomc_E_

uone|nbay NOO uie}ay o} suoseay




d77 4ybnoioqiess 9 Asjiy Suliny UOS|aN

(.o10eWEG0,)
PV 8le) 9|gep.lolly
jedapa) Aq pajeasd Ayuieuasun

uonje|nbay NOIH uie}ay 0} SUOSEaY




=__8_mmg-%e@%gﬂ@
ﬁ:n ey -

e fRMBesd PIESIPREN e U] lionedionies
o Jey) eNURUoD o JORIO U] @g@%@@g@@ Bupddue
1 HjERueIod PUR ejCRMOUSUR 0f SSAJPSWSL 19e(gns
3 BeSSUUR) PuR BujeIes) Yo Bupnbes ‘eseys
POULEI] PUE JES[O B BUpEu Wol Seneis SHUeA

Mug@ @5@@@@@ @ @@@ NN @b@@ @E@E@%@ 3l h

St
4

mw,
w&
3
w

@
W




d77 ybnosoqieas 9 Asjiy Sulinyy Uuosjepn
R A

1_ ,.[ ::m_ m_usE._mm
B m___>mv_ooE Eot jeyidsoH Ayjuno)
m_>mo jJo :o;moo_m._ _cmwon_ohn_ m_o_mem_A :

mm_:::EEoo
POAIaSIapuUN pue |einu jJO Uuo}dajold

uonenbay NOD uie}ay 0] suoseay




(&e) (F)eai-abel ‘STOroN

B9 Ueay pepesy
YECo ©f Aepie Ul puR sdneiB PeAISSISPUN JOULE
PUR ‘Uesiee PeedEaIpURY ‘UsuomM ‘SeIIoUI DJUULS
PUR [BJoR) ‘SUoSIed 8WeaU] MO 1o AIeR eyl Ue
SOIAIES O JO UOLBC[EY JO UeRRUIWl® ‘Wepanpe.
- U Jo 1981® B PUR ‘SHUsWeBURLER SARNBUIEHE
AQ) Jo UoREBoCjeY peseceld ey Ag AEienbspe 1ew
0 IR PeAJes Apueseld uependod eup 1o Speey
B IBY) eRmsUcwep ([BYS jueacde e ‘eojiles
B JO AY19B] B jo Uopeoojed Ul Bujpniou] ‘eojiies

@ JO UeRBUWI® JOo Uoanped B 1o 8SB9 e U]

,( \ . <
° ° 1 ° X A
//\ \__/ N




d717 ybnoioqieos 9 Asjiy Suljiny LoSioN
ey . e el vz

“seolAies pue sapiioe} papese
JOo uoisinoid ul sAejap 9aonpay

wojal me| NO9 1o} saniunuoddo




d77 ybno1oqieos 9 AsjiM SUllINN UOSIBN

i

paji4 uoneolddy NOD

skep = W w,>mv M sfep )
3088

aullawi] Buiji4 uonesiiddy NOD




d77 ybnoioqiess 9 Asiy SULIN UOSIBN

: | _‘ _‘cN Emw m.mmaa«. u_o t:oo :_ _om:m._<A
1 wcow ul _cmmoao._n_A

uoisuedxg wWooYy >u:mm._mEm_
AjloH unopy

e}l dsoH |ellowd|p uojser) :ajdwexg




1z

- 00006

000's6

000°00}

000°s0L

[e}idSOH |eLIowd|) uojsen)
S}ISIA wooy Aouabiawg

000°0L1L




d77 ybnoioqieos 9 A8y SUlliNy UCSIaN

e m_muo_n_m m:o_o>_.c
._mﬁm_c 3 mﬂm:_omnm:_ EwEm.::_om._ u:o-

. ‘S9OIAIOS
papaau ui Aejap uonuaw o} Jou ‘sAejap
wouy Bunnsal s3sod uonoanIIsuod Jaybiy
‘sqol ‘sanuanal }so| ajew}sa o} ajqissodu

w.iojay me1 NOD 10} saniunuoddo




LR T

e

d717 Yybnoioqieos % Asjiy Sulliny UosieN

- S s E S & " TR
“ e b g o
@
2 e Vi €3 # %
By i > e Cingds :
i l # i i g £ G i :
; s aoger P a0 e & e .
i N e ;
H R
N 7 ¥ - i
i v b
B s N
s X ! # o < 2 £
».,
5
e e e P e

‘sjuswialdinbau
9|geadlojuaun ‘pajepino ajeuiwl|g

W09y Me NOJD 10} seniunjioddo




(L) 9L1-2LEL S9N -

“JenEedl §) JeAsyIUM uewdinbe eup 1o 1509 euf J6 juewdnbe
UL 4O SNEA JSNIRW J)E) eUf 86 Of PeWesR &7 [[BYS ueuwdmbe
O]} Jof @INYPUSC e [EcEd eul “Pepnpu] 9 eys yuewe)jnibe
e [BuopRiede BupEw pue Buuinboe o] [BHUesse SORIARSOR JOULO
PUR ‘UOREZEASY] ‘UORINISUD ‘SUCHRILeCS ‘sBupmep Buppeom
‘suEd ‘suEjsep ‘SleAInS ‘sepns Quewdnbe e 1o SIS0 e
(000°00SS$) SIB|IOP PUBSHCL) PEJPUNY SAY URYSR SJI0W SIS0 JEiUe
IPsSeUEEIR & U] Wwewdnbe opsoudE|p [Ra)pewy U Jeupeym By
~JeEp U] “(000°005$) SIBeR PUBSRHOUR PRIPUNY SAY SPOSNE 10U
10 (000°0LS) SIEeP PUBSHOYR U] 1S09 Yaqum AYioe) ey Aq pezjpn
- Jueuwenbe spseubE)p [BIIPEU S (B o 1S [E0] OUf YINUM U]
‘sweFeld 9psoulE]p e)gew PUR ‘sieued ABOeIpRY ‘SOUeNRIOCE]
(2D ‘SeUo ,SUBIISAYCE ‘@l Penjuy]] 10U 16 Buipniou] “epiresd
10 wWelbese Aol BupuEisess) B SUReW Jenues) SRseouBe)d,

w0

A / - o 4 \ N . w )




d77 ybnoioqueas g Asliy suljnpy uosiaN

-sjuawalinbas sawes
-9y3 o} 109[qns sjueoiidde |je ayely

WwI0jay Me NOD 40} saniunuoddo




(@) e8L-abel ‘S'BrON

"BIAIBS IO MY19B) SRS AuR CojeAsR ©f) PREY JO SIBILNIED B O
o@@g@g@@ U JCf Peaciede & o [Eydsey Bujyore) Jenue [Eo)pewy
NWSPEIB Jeyp Jo5 Jepie ) pezpn Aeieudesdde Bujeq S| [ed
=80 SYLOUR 1B S9JALES JO /AYI9E) AUR 1BUR EHRESUCUIED Of mg@i
Sepiiord [EREH NES BU /) Peuyep Sk ‘endsoy fujyose) Jeauea
[BoReW SjWepeEsR UR eJjinbes [[BYS Wwewniedeg eup Ae perdop® epnd
Uoms Of "POMeAe) EalAles Yeey Jo edif 8L Jo pelonpucd Buje
S| MEIAS) JEInapLRe B Yagum J6) eseodind ey o Buipiessr A1z
Mellifplie Uopees S 10 (B) Uopoesens U] PeUjRno BUeHs OSeUp
O] UOIPPE U] pesh & [IiM 12p sSuopea)dde 1o sedi Jejhaniee
1© MOIAS] U Jo) SSINY 1CopE O PEZUCURNE S IWewiRdeg el




uB)d) SERIIOES [ERlpeN) SIES ‘-0 Aoyed

9 | D@@@} @@5@ Q) PSS @g@@g@@@
%v seIdlo A5 PSRN SB ‘SPeT) BURIpEI9R UCHEINDS
MEReds o siuswenbes U sebuRyD ejEpoWcaR Cf ABSSEe)] °¢

JO VRIEese O BUuPesueds MEUe U 1o pEeY L Ag Pelpue-
SepsaiiNijoelijoliessaifjollicistedxeciponeliddelplielpalioads;
® Jo Juewenbe J0 @S ‘Sueped ENBPOWIICIIB O AIBSSERR)Y]  °F

1O SO0N9S [BUC|SSeIeld PDENBPOSSE UBASIES OUf 4O PESY OUf A

- POUEUe SR “AnoE] JO SWISDISE ‘SRS 1o Seclf 40 JOgUIRY eup
1© @@E@g@@%@ pereiddelplie; @@E@@Q@ B eweewes e Apsseen  °[

| - SUEEPUED

@@E@g@b @% 0 BU© UM ié@@ @@@m@@ o)) @@@%@i 066N enlieIe)

Joiel PpeneuE|seD Sdeoy Buere ) Jenves) 22PN DNWEPREIN AT PERLY

-qns speeesd of pepurIB oq ([BYS VBl SSRIIoB] [RIIREN] E1ES BUjjeIes)
URICR] U 40 SUCRRUIWIEISD PeoU 10 SUCISIACIE B We uepeuiesss]

//v\\ ‘ i ° 5 / ° ! m




d17 ybnoisoquess » Asjiy suljiny LosjanN
| S pe

_ma_n_wo.z _m__._oEmE_b::oU,.E.n,_. lr_o__:wu,_ -
|eJIP9N >..—._w._0>_r_: AN nm_,ﬂu—_b_mo_n_ ﬂW-HQNm 9N nuz: &

sjuawalinbal awes
9y} 0} Joalgns sjuedijdde |je axe

¢ Pa1dpISU0D a(q P|NOYS SWLI0}al Jeym




Qn\.w C@BO&OQ&QOW s \Amtm WQSBS\ tow\mz
85N 0} SE pajiwi| S}9SSE uLs}-Buo] P ULSI-POYS pue mEmEuwoZ_ ‘uie-Buo) g E._E.tozm ‘sjusjeAinbs g r_mmo “3PNIOUI SJUBLIISIAU B YSED s,
Suijesado ue se nmv:_os om_m S| asuadxa jsaioju] "s1eak lte 0} 3| yyoud ‘SWasAs aue0y)iE3Y ||B J0} SWOOU! J3U Ul PAPNOU SI SIUBWISBAU] U0 mwmmo_\wc_mm pazifeaiun ‘Ajpqeredwon 104,
- ; . L L0Z/62/L 40 SE-SWaisAs ajes ajbuis pue sjendsoy mc_ncﬂmmoc j0 mEmEQEm [elouBLY Paliphe: uo paseq Ejep [Bloueul uelpas s,APooj,
ueipaw s,APooyy SARoadsas 0} uosuediod Ul Sjqensap st ogeyuifiseus ssjousp eale papeygs :ajoN

LLE . %OPE : %908 e L%V 5 %89 y 5 i %LeY %L6Z  deg 013990

: Cy e ST B s T e R e e T eyt P Y CoEEREL e e o

v’z : X862 X'z X B c: N o Ly . X7 : ;om ysen 033050

°G5$ %k 609°L$ %9°0 i %8'C e . %l vyes %3T o eZss %L £6e$ Co 1990 uay Buoq H

0'1$. C%GL s £S5'TE %L (1191 COWTO . 98$ .. %A 2588 LY%TE L BZGE e e %TB . - bELS. S o SHIBUOSBAUP G USBY. -
sey cey B gey zey ) W ’ o gey Bugey s Apoony

YA %68 L %b'8 S % : %L ) L %EE : s %88 . - wbiey

LS NN vhes WN 188 T %0'9s 58 %o gles WN 6% AN © 68% . e BWOSUL J3N

T . %0'E - %eZ - %8S o %26 A Swer L wge \ U wlsem o

228 C %8Te . LS %29 gz$ %L1 201$ %898 602$ %zZ .- €£8 . %60k 9cs awoduj mcueuao ;

@oL L % o %0k o wLon west .. Tlwz B 7> 1 L ubrew "

2218 %01} £8€$ %Ll Z01$ %l LT 6618% AN A zees - %08 vELS %9°L 601L$ - moyd yse) Bugessdg.

3v9'LS %8 558'c$ %9°L- L26¢ %9'8 © Z9g'l$ %82 05128 %92 g6L'LS %0, 1968 ‘ anuaasy fugesado

HOVOJA € 0102 Ad

HOVOJA E 0L0Z A4 YOVO A€ 010Z Ad HYOVOIAE 0L0Z Ad UOVIIAE 0102 Ad HOVIIAE  OLOZ AL

sueipaw s,Apoo\ aAnoadsal o) pasedwod
ym soljel pue syjnsai bunesado Buoays Ajaejnoued moys oz: pue 3)nQg

awooul Buneirado pue moyj ysed bunesado ‘anuaaaa Bueirado
Yimouab 1eah aauy) buouays moys swajsAs |je ‘HaON Jo uondasxa ayjy Y3p

SOOI\ '® @2uUewLIoLidd buneiado JNVY




: %w@m&.mm

. %9:8¢ !
XEP . H
6LS
[AT4:S

%E'9 _
g -

%8'C '
1453

" %001




LL0Z SOGUENCRS ‘Sessy PEUNE) ENEIS UO ERIINeS) 19806 SSNOY) @3 7 3@.@9@

0007 “Arsnaged) [Epeisel) 1oy eNnbety of APOURy &0
WEISAS I8 UjEed) INM Ag peisenbey ueudo SRieuss) feuweny BuleIes) UON

"AISAPY] eJ29 UYizey eAppeduwes ABuisesssu
B UYL S[Eob 8seu) eAsiyar o) AIesseasl
2C) AW S AYNIGRE PUR AWOUGHIER 0 39l
-Bep Yons Upm 19 61 WEISAS U EZUCUIAR O
WU @ARES|Ee] J2e)9 B siosies Welshs (e1e
UieeH 9NN eyp Bupeass uepesite) euL.




d77 ybnosoquess % Asjiy suljiny uosieN

_ | mu_s_w mﬁ ._o_ocs _am“m_smmh
mhm_c_>9_n_ UM pajeljiye Jo >n_ pafojdwo aq 0} paziubooas
et ~alom m._wn_EmE 62302 Jsea) Je ‘uonebny| Emom: :_ A _,_

| >3Ewww< .
_Emcmm:ccl hc:._m>ow >n _umﬂ:_cn_o_m m..mnEmE:«.A

d|gejunodde pue juajedsuel; aiow

(DDHS) 119uno) Buneuipioon
Uj|eaH 3dje}s ay} JO sSuoisioap e

wIojoy me NOD 404 saniunpoddo




d77 ybnoioqueas § Asjiy Sulfjny UosioN

‘Jeadde uo mayAa. 0} 108lqns JoN-

:o_mm_EEco
MBIABY S9Ny ay] Aq >:=:._um
0} }o9lgns jJou suoISsI29p S,99IHS

wLIojay me] NOJ J10j saniunuoddQ




(L)(@)esalel 89" N

icaNeldde @@ el

NRU @@@%@ UiEey ewoy Jo suweos Bupeiede
‘SUCREIS SISHIER ‘speg AYjoBs SIS YiReY
"“NoEL eslAes UNEel ‘@ojAes Uen AuR

- J© UOIS|AGIC] 8L UG VeEIju]] @ARRUWLENSD
2 SEINIISUOD YDIUAL JO UGRBUIWIENSD PeeU

AU} "UB[e SERIIoRL [BIIReN SNELS O U] SUcp®
=UJUIensP peeu PUR sea)jed ejoeagdd® UM

WeLsSISUe aq) [[BYS 198(cld pesoceld au

g %t g ~ . R
A : 2 :
3 AR A . 3 L

N . N . )




2000 0L SO VoL

@@@@@@ SS9 @@@@@Eo@ 2 E
05@@ uie} 2 10U [[BYS SPIEPpUEIS PUE
 ‘suE)d UMD J0 Sseuerdaleld

1O %@@5@@@@ @@@@@@@Eo@ el I

;

. -5
o @gt’ )




d77 4bno1oqieos p Asjiyf SUliNYy UOSIBN
e : R

IOV Sdly33 9jels
0} }o3lqns jou siaqwaw HIHHS

wLIojay me NO9D 4104 saniunuoddo




oo

PBeN O @%@@E@Q o 2y

e

ERE S @guﬁw o

w&a&, fre Aty

e

E@ Q1 pelUesSeld

L

S sy

e
X




VISITOR REGISTRATION SHEET

' HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND

RELATED HOSPITAL ISSUES

10/06/2011

Name of Committee

Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

FIRM OR AGENCY AND ADDRESS

L Caoloe Shte Shadsyess

P/ e

%)J ﬁffﬁq A

’

Bl fon ot
O

g\;h NS TZ‘“Z‘J(“ M%xvﬁ “'// N,

‘ /ﬁzﬂf‘x C«A i
" D \/\Cq aNde ¢

eadfn ?(mmﬁ%um e .

EQae 1Ppwharst

&é” . é). f';fl*ﬁfvlu

Il Colvaps

Aptc

’

Chyi/’ Tay‘)M N v C
galln’cfﬁr Gﬁ (Thon DHs L
DHSR_

ot

7

- ; 7 A
C) /v . 4 » )
o 0 ( c‘?/,.n,/',m(’g‘/ b‘”’()t/g,;— /\'« ff:”;‘v_j,. | .,f' @,“

":D/’Vi? D S




VISITOR REGISTRATION SHEET

‘ HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND

RELATED HOSPITAL ISSUES 10/06/2011

Name of Committee

Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME

FIRM OR AGENCY AND ADDRESS

% S erns

(m/‘ﬂm}? 4%5 ~§2l2 V%@ M\Aﬁm@sr/m é,

BosJp Kuwese |

Cotipiad it HealtlTwe Rty 1T

’ﬂ‘@\/ M@w\ !

PO&@,fq(. / Ae [(,714 //(/L

‘ Barb F;Q&L/

/\/D\féux”i' /7[:‘6@—/7{7\;;\6,

lA W\u\\l\f\f\f\Mc)\

NC YWled Sou e/i‘fz/

‘rfh?hef\ %6}

T isttlea ii~of e O(@fo&%_g

//%//i

rf“Dk/é ~ <

ﬁée/ ¢ %@é@ €/

/’4/@ g /%//% A <z,
U

&7’/ Ty, Mjﬁﬂf&?&/

wa&;q, WQ@ LR
o




VISITOR REGISTRATION SHEET

‘ HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND

RELATED HOSPITAL ISSUES

10/06/2011

Name of Committee

VISITORS:

Date

NAME

PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

FIRM OR AGENCY AND ADDRESS

Iy

e Shaasdal

(e

's MPMA

,?A()J)k.« %"

NCVOC
. \@&M% pHeboco
e hQ (et | Nevoc
fer VO""/Q'\" N ¢ &Ba-\é,
N&U»Q& S ulhw o PNCRDC
Kinsh tlod | wehera
ClirabtlTTagler | Kochank Lav Grop
Covol O(O'L:z/ L&l Galgs
\¢s

@ by



VISITOR REGISTRATION SHEET

HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND

RELATED HOSPITAL ISSUES

10/06/2011

Name of Committee

Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME FIRM OR AGENCY AND ADDRESS
D \/ﬂ & Dows Undweeres W/ Heau™ SYsTEH
Unt CA & Box 2223 DuM e Ddurvemm CI1 110

Cﬂ'%\ﬂf Ine O(AW\W\{F

D\,J([ UY\\'V‘C(SI.‘H‘\ \*Lfo\(’%\ §|/]§4€’iv\

Bey 2224 DUME Ducham 27710
) K@_y é\(a\e /J(,AM;.QT c—rav,q [)ur/\a,w.' A
\BM/ Me/u(é/‘ L5390 Metidinn Farlewny, Seitgoo 13312
C% N BAT I L)
Rovin W Gemtd] ()

ST ([ weoolkg (EATVE Lo ) LT

[<oB s uthson f U394 Eyetrpes 57, 52 200
1 °t
Maswe, _Cote | S pretorens
Unsan \aser FO%Y Shateon
Covee Foloorts Wake el

SLY

R vy

%2>

o —



VISITOR REGISTRATION SHEET

‘ HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND

RELATED HOSPITAL ISSUES

10/06/2011

Name of Committee

Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME

FIRM OR AGENCY AND ADDRESS

Fuioq Bruerger

The (A plunss Center &y Hopiea ©
& e o (o ;
Ce Ty o .)“% L\B‘b\@“ SV

“’Mgwf M\%@&éf

K‘*(' mcbvekvc'-u& vamg
. Clel dim [m%@f’z
Cig by | e
U/ o/
| Wée{l // wémJ N G2

R\ Aler

//Wa # bo/ﬁ-g

Do) MA«N A g

G * B,




NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
2011-2012 SESSION

You are hereby notified that the Committee on House Select Committee on Certificate of Need
Process and Related Hospital Issues will meet as follows:

DAY & DATE: Thursday, October 20, 2011

TIME: 6:00 PM

LOCATION: WNC Ag Center LOB

COMMENTS: Virginia C. Boone Mountain Heritage Building, 1301 Fanning Bridge Road,
Fletcher, NC 28732

Regular House Select Committee on Certificate of Need and Related Hospital Issues Meeting
with Presentations on COPA and public comment to follow.

Respecttully,
Representative Steen, Chair
Representative Torbett, Chair

I hereby certify this notice was filed by the committee assistant at the following offices at
2 PM o’clock on September 29, 2011.

[[] Principal Clerk
[] Reading Clerk — House Chamber

Viddia Torbett (Committee Assistant)



'
REPRESENTATIVE FRED STEEN

CO-CHAIR

300 N. SALISBURY STREET
ROOM 305

RALEIGH, NC 27603-5925
(919) 733-5881

Viddia Torbett
COMMITTEE CLERK

300 N. SALISBURY STREET
ROOM 537

RALEIGH, NC 27603-5925

General Aggembly of North Carolina

FBouse Select Committee
_ On
the Certificate of Feed Process
and Related Hosgpital Hssues

State Legislative Building
Raleigh, North Carolina

REPRESENTATIVE JOHN TORBETT
CO-CHAIR

300 N. SALISBURY STREET

ROOM 537

RALEIGH, NC 27603-5925

(919) 733-5868

(919) 733-5868

AGENDA

6:00 p.m. Thursday, October 20, 2011
WNC Agricultural Center Boone Building

I. Welcome and Opening Remarks

Representative Fred Steen and Representative John Torbett
II. Certificate of Public Advantage- Presentations to the Committee

. Presentation 1.
Dr. Ron Paulus, Chief Executive Officer, Mission Health System
Richard Vinroot, Legal Counsel, Mission Health System
Dr. Tom McCarthy, Economist
Brandon Sutherland, Senior Manager, Dixon Hughes Goodman LLP

Presentation 1.

o Jim Bunch, President and Chief Executive Officer, Park Ridge Health
Graham Fields, Asst. to the President for External Relations, Park Ridge Health
Dr. Brian Quaranta, Physician, 21" Century Oncology
Gail Cummings, Regional Administrator, 21¥ Century Oncology
Dr. Nathan Williams, Physician and Coalition Member, Western North Carolina
Community Healthcare Initiative

ITI. Public Comment .
Individuals who wish to comment may sign up between 5:00 and 6:00 p.m. at the meeting.
Submission of written comments is also encouraged.

Next meeting:

6:00 p.m., Tuesday, November 1, 2011,
The Citizens Center-Council Chamber
‘ 400 East Central Avenue, Mount Holly, NC 28120



MINUTES
HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED AND RELATED HOSP{IAL ISSUES

Thursday, October 20, 2011
6:00 p.m.
WNC Agricultural Center, Boone Building, Fletcher, NC

The House Select Committee on Certificate of Need and Related Hospital Issues met on
Thursday, October 20, 2011 at the WNC Agricultural Center, Boone Building, Fletcher, NC at
6:00 p.m. Representatives Collins, Steen, and Torbett were present. Representative Ray Rapp,
area representative also attended.

Representative Steen presided. He welcomed members and audience and gave information on
upcoming meetings. Shawn Parker gave a presentation on the committee charge and mission.
(See attached)

The following presentations were given:
Presentation |.

e Dr. Ron Paulus, Chief Executive Officer, Mission Health System
e Richard Vinroot, Legal Counsel, Mission Health System
e Dr. Tom McCarthy, Economist
e Brandon Sutherland, Senior Manager, Dixon Hughes Goodman LLP
(See Attached)
Presentation Il.

e Jim Bunch, President and Chief Executive Officer, Park Ridge Health

e Graham Fields, Asst. to the President for External Relations, Park Ridge
Health

e Dr. Brian Quaranta, Physician, 21** Century Oncology

* Gail Cummings, Regional Administrator, 21*' Century Oncology

e Dr. Nathan Williams, Physician and Coalition Member, Western North
Carolina
(See Attached)

Public Comment followed. (See attached)



Representative Collins: | can only say to the concern of the gentleman who spoke about us
trying to get in between him and his patients, the last thing | want to do is to tell any physician
how to treat their patients. | hope you will not be concerned about that. | am sure that is not
this committee’s intent. | would certainly say that as a great believer in the free market, when |
I've been reading through all the CON laws and COPA laws in preparation for these committee
meetings, frankly | was just completely chagrinned. | believe in a free market and | hate the
fact that we even have such a thing as certificate of need and Copa, | really do, the whole
system just is repulsive to me. But having said that, let me say this, | live in northeastern North
Carolina in the other outback side of the state and | feel like if there were absolutely no
regulation on who could start hospitals and doctor’s offices and so forth, there would probably
be a lot more of them in Charlotte and the Triangle and a lot fewer of them where | live and a
lot fewer of them where you live. | agree that what we need to do is maximize choice, the
biggest problem we have, the biggest thing we are going to have to solve | think as a
committee, in my point of view, is how to allow one entity which has been allowed to form to
some degree a monopolistic practice in the past, how to allow them not to have limitations that
other people don’t have, while at the same time, not allowing the other people not to be blown
away by the monopolistic size that this group has. Frankly, that is the dilemma that we’ve got
to solve, because | do want you folks in western North Carolina to have as much choice as you
can. We don’t have much choice where | live in Rocky Mount. We have very little choice and
I’d like for you to continue to have as much choice as you can, but that’s out dilemma and we’re
going to have to try to solve it.

Representative Rapp: | hope that folks will understand that | am not a member of this
committee, but | came because of a deep and abiding concern for the issues that have been
raised and | wanted to get as much information as | possibly could. | just have to say and so
that this committee will understand that as well, that Mission Hospital has served this region,
not just the city, Buncombe County, but this region very well for a very long time. | live in
Madison County. Without Mission’s support, without the work it’s done to provide healthcare
for our rural area, we would be in deep, deep, deep trouble. That is true for many of the other
areas. | visited the Spruce Pine Hospital, that was really about to close. Had it not been for the
intervention of Mission, that community would not have those services. When | heard this, |
believe in choice, it’s a wonderful thing, but this isn’t about a business issue from my
perspective, this is about providing basic healthcare for our region, and God bless Mission and
what it’s doing. God bless Park Ridge, God bless people that are doing the work they are doing,
and through their hearts they’re doing it. But | think we have to tread very carefully on what
we are doing here. | hope this committee will tread carefully in what it does, because we’ve got
just a phenomenal health care system in western North Carolina, but it’s a very delicate system,
one that can be upset very easily and so tread carefully, please.



Representative Torbett: The issue is broad. It came to my recognition how broad it was when |
talked to professionals, people that eat, drink, and sleep these issues and the health care
provision issues across our state and actually in other states across our nation. | keep getting
the same answer about the myriad of issues. When | ask what is health care looking at as we go
down this path with the advent of the federal rules and regs they have coming down, what are
we looking at in health care in years to come? The only certain answer | receive is we don’t
know. So with the degree of uncertainty, | think it is up to us and up to you all to make sure we
end up with the best available, accessible, and cost affordable way to provide health care and
hopefully after we, as my dad would say, whittle down through all the comments we’ve
received. We will also be going on two more road trips, one in Mount Holly and one in
Wilmington, and then we’ll be back in Raleigh for committee meetings and you are all welcome
to come to committee meetings in Raleigh. That’s what we have to get to, we’ve got to strive
and find, there’s not a right or wrong, these people are providing our health care. These people
are saving lives, every one of them. We just have to make sure as the good doctor said earlier,
the focus, the central focus is on the person that needs that care and that’s where we are going
to end up.

Representative Steen: We appreciate you allowing us to come to your community tonight. This
is a great community and we heard a lot of good things that we need to consider and we're not
going to consider anything lightly. We appreciate what you’ve done. I've seen a lot of
compassion. Jim, I've talked to your and I've talked to Ron. | wouldn’t expect any less, great
compassion from both hospitals and the community. Dr. Hathaway, | agree that you are very
compassionate about what you think about it. The last thing we want to do is come in and tell
you how to run your operation. | don’t want to do that. We want to take a good close look at
this with the input of you folks and make the best decision. | apologize for not getting to
everyone, we still have 4 pages to go and we’re not going to get to you tonight, but if you

would like to send us anything in writing to the legislative clerk here for our committee, it is

torbettla@ncleg.net. Send Viddia any information you would like and we’ll have it recorded
with the committee and will take a look at it. '

Representative Steen adjourned the meeting.

fm@ %m Viddio. Qe batt

Steen, C%-Chair Presiding Viddia Torbett, Committee Clerk

Representatiye Fr

n Torbett, Co-Chair



I. Committee Authorization, Powers , and Duties

Appointed by letter- requires a Q of 6 members be established prior to taking official action
Authorized to meet in the interim or between sessions
' Meet in Raleigh or with approval elsewhere ( public hearing)
Deemed a committee of the House
a. Permanent House rules apply
b. Limitation to matters contained in the authorization
5. Powers under Articles 5 and 5A
a. Compel state agencies to provide all information and data in their possession or
attainable from their records :
b. Call witnesses and compel testimony ( under oath)
i. Process for the committee to subpoena a witness if warranted

A

Il. Matters properly before the committee:

1. Review concepts and provisions as provided in House Bill 743 and 812
a. H743- Requires all rules, policies, and need determinations in the State Medical Facilities
Plan apply equally to particular types of health services.
b. H812 requires any hospital authority engaging in activities outside its territorial
‘boundary obtain a Certificate of Public Advantage
2. Study the provisions of law relating to Certificate of Need

3. Roles of state-owned and publically owned hospitals and public hospital authorities to operate
beyond the boundaries '

4. lIssues related inconsistencies in rules, policies, and limitations within each county that a hospital
with a COPA operates

5. Business relationships among and between publically owned hospitals and entities that are
operating under a CON or COPA.

6. Other matters reasonably related.

Il. Reports required
1. Interim report is authorized to be subm.itted on or before May 1, 2012
2. Final report required by the convening of the 2013 General Assembly- Committee

terminates upon filing.
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Data supplied on hospital license renewal applications

Mission Hospital 2009 2010 2011
Total Beds 730 730 730
Total Admissions 37,221 38,104 38,559
ER Rooms 75 75 89

ER Visits 100,453 100,061 100,299
ER Admissions 18,122 19,554 20,421
OR Rooms 43 43 43
Endoscopy Rooms 6 6 6
Endoscopy Cases (Gl) 7.064 6,741 6,563
®\®ParkRidgeHealth 2070 2011
Total Beds 103 103 103
Total Admissions 3.713 3.226 3.128
ER Rooms 12 12 12

ER Visits 16,191 17,409 19.486
ER Admissions 2,091 1,807 2,046
OR Rooms 6 6 6
Endoscopy Rooms 1 1 1
Endoscopy Cases (Gl) 762 649 676
Pardee Hospital 2009 2010 2011
Total Beds 222 222 222
Total Admissions 6,649 6,369 6,557
ER Rooms 25 25 25

ER Visits 30,682 32,225 32,209
ER Admissions 5,606 5,837 5,695
OR Rooms 10 10 10
Endoscopy Rooms 3 3 3
Endoscopy Cases (Gl) 3.891 3.344 2,444



Emmmm’.—om..u#m_ County-Level Market #are over time in WNC

P

County wwowonnm 2005 2009 wmmﬁuﬂw“m Point Gain % Gain
Buncombe 26,045 86.3% 89.6% 90.5% 4.2 5%
Henderson 12,740 22.1% 29.6% 36.4% 14.3 65%
Burke 10,548 5.3% 5.8% 5.8% 0.5 1%
Rutherford 8,613 5.9% 7.2% 7.2% 1.3 22%
Haywood 8298 28.7% 33.5% 32.8% 4.1 14%

%_mm_wmso__ 8131 31.5% 37.8% 35.8% 4.3 14%

,mn.o_so: 3,807 17.5% 27.3% 28.8% RIEY 85% H. mg
Macon 3734 275%  293% _ 9.6% 18 1% Market Share
Transylvania 3,523 32.1% 34.6% 35.8% 3.7 q@mo\@ Growth in

F@@o@a@ 26 188% 0 18.5% 19.8% e & WMM@HM
‘Swain 2494  22.7% 26.8% 23.7% 1.8 e
Yancey 2,320  455%  502%  49.5% 4.0 9%

Madison 2,172 88.9% o08%  on2n 23 3%
Mitchell 2,138 27.4% 280%  29.6% 22 8%
Polk 1,790 11.9% 16.6% 18.0% 61  51%
" Graham 1116 . 22.3% 27.5% = 20.2% 6.9 31%
Clay 916 20.8% 21.4% 21.6% 0.8 4%

Thompson Reuters: Inpatient Data for North Carolina

. Mission Hospitals

. Other

. Carolina Hospitals
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Prepared Remarks of Ronald A. Paulus, M.D., M.B.A.
President and CEO, Mission Health

Introduction

Hello, I'm Ron Paulus, the CEO of Mission Hospital and Mission Health System. 1very much
appreciate your having me here to speak on behalf of Mission, our patients, staff, and medical staff.
Your interest in healthcare generally and in western N.C. specifically is to be commended. You have an
incredibly important and very challenging job — to ensure that the people of western N.C. have life-
saving, quality, affordable healthcare, close to home regardless of where they live or their ability to pay

for that care.

The topics that we are about to discuss are filled with emotion and opportunity. Healthcare by
its very nature is filled with emotion. It is personal and involves life and death decisions. It affects each
and every one of us. Healthcare can be complex, and our rapidly changing environment requires that all
of us remain flexible and have a willingness to change. Mission’s presentations will focus on the facts —
that the COPA was the right solution at the time, how it has served its purpose and how Mission has
performed under significant government oversight for the past 15 years and how moving forward
Mission needs the freedom to serve the region’s critical health care needs.

Theme: Personal Introduction and Background

Allow me to begin with a brief introduction, since many of you don’t know me or Mission.
Mission has been an integral part of life and service in western N.C. for 126 years. It was started by a
determined group of women — The Ladies of the Flower Mission -- who believed that the people of their
community deserved the best that medicine had to offer. That remains the essence of Mission today as
manifest in our Mission Statement which says it all: To improve the health of the people of Western N.C.
That spirit is alive and well today in Mission’s local, volunteer board —business leaders and physicians —
who are just as determined in their pursuit of excellence, affordability and access for all in our region
who need care. We are proud of our work and it is an honor to be western N.C.’s home grown health

system.

As for me, I'm a relative newcomer, which you can no doubt tell from my accent. You know me
as the President and CEO of Mission Health, What you may not know, is that | grew up in a rather
similar mountainous area of Pennsylvania {though compared to here, those “mountains” were really just
hills). Born into a village of 35, | lived with my brother, sister, parents and grandparents in a small home
without the benefit of indoor plumbing early on. My father is a farmer turned barber, my mother now
deceased was a school secretary. There isn’t a crop that | haven’t harvested, nor a farm animal | haven’t
tended. | worked my way through college and medical school, going to business school alo‘ng the way.




As a physician, I've focused my entire career on improving the quality and efficiency of care delivery for

as many people as | can.

When | decided to move my family to NC, | did so because it’s the right place to raise my
children, it’s a place that reminded me of my roots and that would become home, and somewhere |
thought something unique, special and very much needed could be accomplished: building a regional
network of care that can be a real-world, national model of healthcare excellence. That goal is within
reach given the impressive group of physicians, staff and hospitals that we have in western N.C.

Theme: COPA paid in full

Ok, that’s more than enough about me... Now to the topic at hand —the 1995 Certificate of
Public Advantage or COPA.

Few of us in this room tonight were involved in creating the COPA, and many understandably
have no true understanding of what it really is, how it came about or all that it has accomplished. The
COPA was originally created as a response to market demands of business and patients to allow St.
Joseph and Mission Hospital to share services and provide greater efficiencies. What few knew at the
time was that St. Joseph’s was dangerously close to closing its doors or that business leaders who found
that contracting with both hospitals was increasingly difficult were the advocates of the merger. Sixteen
years ago is a long time - some drivers today weren’t even born; no PET scans, Cyberknife, beating heart
surgery or TeleMedicine for that matter. It was the right solution at the time, BUT times have changed,

and changed dramatically.

T The COPA was designed to do one thing — to allow two hospitals to come together and
eventually merge. In fact, under the COPA, Mission is THE MOST REGULATED hospital in N.C. and one of

the most regulated in the U.S. Except for enabling the merger itself, all other aspects of the COPA place
Mission at a significant disadvantage in the market.

In a few minutes you will hear from independent experts. They will share data that Mission has
done everything asked under the COPA and more.

e We have kept our costs, margins and charges completely in line with our peer hospitals across
the state.

* We met our obligation to deliver more than $86 million in savings to the community during the
first 5 years under the COPA through free clinics, like ABCCM Doctor’s Clinic, school nurses, and
community-based mental health services. This commitment continues. In 2010 alone Mission’s
Community Benefit Contribution exceeded $60 Million.

e We have increased access to care, particularly for the most vulnerable in our region, and kept
community hospitals open where they may have closed.

e We have raised the bar on quality, not just at Mission but in the region.

* We have been integral partners with others in finding new ways of delivering care through
community-based initiatives like The Asheville Project and Memory Care. These innovations are
now being replicated nationwide, and they started right here in western N.C.



Since 1995, Mission has complied fully with the COPA each and every year, as independent
experts hired by the State have attested.

Theme: Changing Competitive Landscape

Fast forward to 2011. It's a very different world. The competitive landscape in western N.C. has
changed dramatically. In 1995 there was only one hospital in Western North Carolina that was a part of
a large health system. By 2010 there was only one hospital in Western North Carolina that was NOT part
of a major health system. One of the competing health systems in Western North Carolina, Carolinas
Health System, grew from 10% of the NC acute care hospital days to over 16% in 2010. A region that
seemed so secure and insulated from national healthcare trends now finds itself struggling to meet the
needs of our residents, particularly the very young and the chronically ill.

» Today there are 11 counties in our region that are federally designated underserved areas,
woefully short of primary care physicians.

¢ No one envisioned the economic decline and loss of manufacturing that have left so many of our
loved ones, neighbors, and friends without jobs and without health insurance. Mission was
there for them when they had health insurance, and Mission remains there for them now.

* Afederal debt burden approaching $15 Trillion, massive budget cuts pending at all levels (with
Medicare and Medicaid comprising 15% of federal spending and 14% of state spending) and a
“health care reform” package that is unlikely to remain intact, and unlikely to solve our core
problems even if it did.

These problems create both challenges and opportunitiesfor all of us. THAT is why | believe that
our region is well positioned to transform healthcare, not just in western N.C. but in the nation. We
have an opportunity to create a regional system of care that keeps people healthy, provides better
access to care, lowers the cost of care, dramatically improves quality, and makes life better for those
who live here. The entire Mission family shares this vision. We are here tonight because we believe
deeply that the people of western N.C. deserve the best healthcare our nation has to offer...close to
home.

You know all too well how our nation’s economic woes are impacting our state’s healthcare providers.
Nowhere is the impact more profound than in western N.C. Consider these facts:

s Western North Carolinians are older, sicker and poorer than state and national averages.
e Asa result of our demographics and our regional safety net role, Mission serves a
disproportionately high number of Medicare, Medicaid and self pay patients
o Among large N.C. hospitals, Mission has the most challenging payor mix — healthcare
jargon for the ability of patients (based upon their insurance or lack thereof) to cover
the costs of their care, with nearly 80% of our reimbursement coming from insurance



like Medicare and Medicaid that pay far below the actual costs of care (not charges) or
patients who can pay nothing at all.

o Pick us up and move us to Charlotte, Greenville, Chapel Hill or Raleigh and we increase
our margin by $100 million. As realtors like to say, location, location, location. It’s the
same in healthcare. It may not be fair, but it is our reality.

Across the region, we have significantly fewer doctors per capita, and we die at significantly
greater rates from all of the common diseases. It's not fair, it’s not right, and we can do
something about it.

Our physicians are under tremendous pressure at the same time their reimbursement continues
to decline. I've spoken with several primary care physicians recently who were literally in tears
because they can’t cover their costs and are questioning whether they can continue practicing
medicine (which is their passion) in the community they love.

Winston Churchill said that “difficulties mastered are opportunities won” and | believe it. That is why
Mission Health has embarked on a bold initiative that we call our BIG(GER) AIM: getting each and every
patient to their desired outcome, first without harm, second without waste, and with an exceptional

experience.

e The fact is that over the next several years every hospital in America will have to significantly
lower its annual operating costs. Mission is no exception.

* The question is, How are we going to do it? That’s where the BIG(GER) AIM comes in.

o We will fundamentally re-engineer how we care for patients, thoughtfully and with the full
engagement of our hospital and medical staff.

o Infact, we already are. In six months even starting from a position of strength, we have made
dramatic progress addressing problems that plague every hospital in the U.S. -- hospital-
acquired infections, medication errors and falls just to name a few. And this is just the
beginning.

Imagine for just a moment a regional network of care providers that are engaged with their
communities and each other in pursuit of our BIG(GER) AIM. It is within our reach. But we need your
help to get there. Our more than century long track record speaks for itself. Mission is an organization
that keeps its word. To tell you just how we have done that, | will now turn the podium over to Richard

Vinroot.



Closing Comments

Theme: Freedom to Serve

Mission is the region’s only home-grown health system. For 126 years we have been focused on one
thing and one thing only — serving the people of western N.C. In order to do that --not just tomorrow or
next year but for many generations to come -- Mission needs the freedom to serve.

* There are those who don’t share this point of view. They are quick to say that they want a
strong Mission Hospital to take care of the sickest, weakest and most vulnerable in our region.

*  They support our having a neonatal ICU that has one of the best survival rates in the state.

*  They thinkit's wonderful that we have the only inpatient psychiatry unit in the region providing
care for pediatric, adolescent, adult and geriatric patients.

* They are delighted that we have pediatric specialists available to care for their children and their
grandchildren.

*  What they don’t say is that many of these programs lose money, and will lose increasingly more
money in today’s reimbursement climate.

¢ And even while choosing to come to Mission for their own personal care, what they don't say is
this. They don’t want Mission competing with them for patients based on quality, cost and
service. In essence, they are asking you to restrict where patients go for care and limit the
integration choices available to physicians, if and when they choose to affiliate.

Freedom to serve allows us:

* To bring needed services to patients and their families through affiliations with other hospitals,
physician practices and academic medical centers. .

* To bring physicians to medically underserved counties.

* To freely compete for patients like all of our competitors across western N.C.

* Bottom line, it means letting patients and physicians choose where to go, who to align with and
letting performance — on quality, efficiency and service determine winners and losers, not the
government.

With all this discussion, where, you might ask, is the patient in all of this? We wanted to know, and so
we asked them. In a recent random telephone survey of registered voters, a large majority (close to
80%) believe Mission’s size is good for the region. When asked about the COPA, fully two-thirds believe
the COPA restrictions should be removed.

And when it comes to their health care, they STILL want the freedom to choose. Outside of Buncombe
and Madison Counties, consumers prefer their local hospitals for acute care. That has been the case



since 1995 and it is still true today. Likewise, their preference for specialty care is equally consistent —
they want to come to Mission for care.

At the end of the day, our discussions and your deliberations will focus on one thing — what is the right
thing to do for the patients and people of western N.C.

* People like Lori Jessee. Lori is a wife and mother. She was joined earlier by her 41-year-old
husband Taylor and their 10 year old son John. Unfortunately, Taylor and John had to leave;
tonight is football practice. Sounds pretty ordinary, except for one fact. Ten weeks ago, Taylor
suffered a near fatal heart attack. They called it a widow-maker. Fortunately for Lori and John, it
wasn’t, thanks to skilled physicians and an outstanding heart rehabilitation team.

¢ And McKenzie Moore, who had a screening colonoscopy that revealed a cancerous polyp. With
the help of the DaVinci Robot, and the skill of a surgeon who has performed more colon
resections using this technology than anyone in N.C., McKenzie was back at work in 10 weeks,
cancer free and with an excellent prognosis.

* And Shirley Geter. Shirley is part of an innovative diabetes disease management program done
in collaboration with the YWCA of Asheville. Diabetics and pre-diabetics in the program have
embraced a new lifestyle that includes more fresh fruits and vegetables, less fat, salt and sugar
and more exercise. What is so special about this? Shirley and the 79 other participants have
been able to come of medications, come off dialysis, and manage their disease better.

There is an old Irish proverb that says “God likes help when helping people.” Those of us who have
chosen careers in healthcare know that very well. It’s why | became a doctor. Medicine provides
opportunities to serve in ways few professions do. We are passionate about what we do because we
know how important our work is to our patients and their families.

We don’t make widgets. We are nurses and doctors, therapists and cooks, accountants and engineers,
and a lot more. We provide comfort and solace when needed, cures when we can, hope in the face of
the unknown, encouragement to change for the better, and healing regardless of the diagnosis or the
prognosis. All of us in the Mission family are asking you to support our Freedom to Serve.

Thank you Mr. Chairman.



Prepared Remarks of Richard A. Vinroot, Partner
Robinson, Bradshaw & Hinson, Charlotte, N.C.



RAV Comments to COPA Committee on 10/20/11

1995 to 2011 (Mission/St. Joes J/V = subsequently, Merger)

@

COPA is added “regulation”

- Anti-Trust Laws
- CON
- All others affecting health care

- <« NC’s (and indeed, the nation’s) Most Regulated Hospital!

®

Such as with

Purpose of COPA Law (G.S. 131 E - 192.1 - 13)

- State oversight alternative to Fed.

Anti-Trust Litigation
(a “defense,” not an “avoidance”)

- (1) improve quality of care
(2) contain costs
(3) improve access in rural areas
(4) Keep small rural hospitals open

3(5) encourage “co-op” agreements between hospitals

Pardee here!

Mission’s COPA (1995)

- “Cost” and “Margin” Caps Imposed
- Physician Employment “Safe Harbor”
- 20% w=——==3 now 30%

(Buncombe and Madison Counties)

- $87 Million in Savings < Return to Community

[ 2

Annual Reports / Bi-ennial Hearings

- $5 Million spent “complying”
- To DHHS / AG’s office




‘ o Met all requirements (Repeatedly)

- $87 Million “savings promised” (and delivered!)
e One local area hospital — Park Ridge (Adventist affiliate) has
complained to DHHS/AG throughout 16 year compliance period — All
Threatened by complaints rejected
competition from ' _ _ _ _
Mission! (“No evidence” or Rationale is “weak or lacking” entirely)
— - Most Recent
(1) 2 year moratorium — No new facilities in Henderson or
Transylvania counties or within 5 miles from county lines
All rejected —< (2) 20% employment (2 counties) cap ===——3 to 17 county
(Appropriately!) WNC area without “practice group” limitations
(3) Make all “strategic plans” public
~— (4) All contracts with other hospitals offered to Park Ridge as
well (most favored Nation!)
- Sen.Jim Davis
ied in Senate (1) Moratorium on “all acquisitions” til 12/31/11
Committee < :
(2) PriceCap
(3) Advance notice for all acquisitions
__ -(4) 10% employment cap ==—-—> 17 counties
o So, ironically, other competitors have tried to “pile on” Mission,
notwithstanding it’s N.C.’s most regulated hospital now (and has been
for 16 years!)
o Meanwhile, the healthcare industry / market have changed
Example: dramatically
Carolinas :
(Charlotte) now - Very large hospitals outside WN(, have now penetrated this market
in 8 of 24 WNC —> (and all others in NC and beyond} and will grow exponentially
counties
(Cherokee to - Doctors are increasingly becoming employed by hospitals throughout
Wilkes) (because NC and America (o/a 60% now — heading to 75%)
“scale” = reduced o _ . .
cost/more vs. Mission limited to 30% in Buncombe/Madison Counties
ficient use of
pital)




o These changes (competition from without, etc.) plus (a) Mission is a low
cost-high quality hospital, (b) in a poor payor-mix area, (¢) trying to
compete with higher cost and (d) better payor mix hospitals from
without:

Charlotte

Orlando (Adventist - Park Ridge’s owner)
UNC

Greenville/Spartanburg

Novarnt

and others

This COPA is now outdated and has out-lived its original utility (i.e.,
permit the *95 JV and subsequent Mission — St. Joe’s Merger) (and
provide limitations in 2 counties)

NB: Dr. Tom
McCarthy
employed by
both states to

provide guidance

o In summary:

{

Mission’s COPA has served its intended purpose
- been “Paid in Full”

The times/market conditions have now changed; thus Mission’s COPA
should soon be phased out

If Mission engages in Misconduct, Anti-trust laws provide a remedy /
not continued, expensive “over-regulation” via COPA

Only 3 other COPA’s in America (1) Montana (now phased out
entirely)

(2) SC (Columbia — now phased
down)

(3) SC (Greenville -- relatively
new)

Only 19 states now have COPA laws

- and now those laws are only used in 2 of those 19 states (NC and
SC)

31 states without such COPA laws do just fine




~  And 48 of 50 states without any COPA hospitals do as well

- Because significant competition is now coming to this area from
without, Mission’s COPA should also be phased out

- Within the near future, phase out the COPA - and free Mission to
effectively compete and serve WNC as intended

Someday soon, the State must — as Moses beseeched the Pharaohs 2000
years ago — “let these people go!”

- Thank you!

Glad to answer any questions you may have at appropriate time
(tonight or later)

- My law partner Everett Bowman is also available (involved in 1995 —
and throughout the 16 year COPA oversight process since then) and
quite knowledgeable




Robinson

TO:

FROM:

DATE:

RE:

Bradshaw Memorandum

Members of the House Select Committee on Certificate of Need and
Hospital-Related Issues

Richard A. Vinroot and Everett J. Bowman

Robinson, Bradshaw & Hinson, P.A., Attorneys for Mission Health
System, Inc.

September 14, 2011

Background information regarding Mission Health System, Inc. and its
Certificate of Public Advantage (COPA)

Mission Health System, Inc. (“Mission”) in Asheville, is the 7" largest hospital in
North Carolina and the largest employer in the 18-county Western NC (“WNC”)
region. It was founded in 1885 and has always operated as a nonprofit
organization. Its governing Board consists primarily of local businesspeople and
other civic leaders who have an interest in high-quality, low-cost medical care and
who have no ties to Mission. All of Mission’s revenues are utilized for Mission
and those served by Mission. Unlike many hospitals in North Carolina, Mission
is private and receives no subsidies from either the State or any county. Mission
competes with other regional and national hospital systems, including hospitals
affiliated with Carolinas Healthcare System, UNC Health Care System, and
Adventist Health System.

For many years there were two acute care hospitals in Asheville, located literally
across the street from each other: Mission and St. Joseph’s, a Catholic hospital
owned by the Sisters of Mercy. In the early 1990s, Asheville’s business
community began urging Mission and St. Joseph’s to combine or merge. They
were motivated by their desire to reduce health care costs while maintaining and
increasing quality of care, and by the desire to streamline and simplify the process
of contracting with the two hospitals. At the same time, Mission’s board and
management team were concerned that St. Joseph’s financial performance
appeared weak and seemed to be getting worse, and there was a risk that the
hospital would fail unless it joined with Mission to save costs and increase
efficiency.

Robinson Bradshaw & Hinson, P.A. 101 North Tryon Street, Suite 1900 ® Charlotte, NC 28246 & 704.377.2536
Charlotte ® Research Triangle & Rock Hill




In March 1994, Mission and St. Joseph’s announced that they had entered into a
“letter of intent” to integrate their operations.

Although there was no requirement that they do so, the two hospitals promptly
notified the Antitrust Division of the U.S. Department of Justice of their proposed
integration, or “virtual merger,” so that the agency would have an early
opportunity to evaluate any concerns about the hospitals’ ceasing to compete with
each other. The DOJ did choose to conduct a review, examining more than
200,000 of the two hospitals’ documents—mainly business and financial
records—and taking the depositions of members of management and boards of
both hospitals.

While still considering the proposed combination, the DOJ indicated that the
agency would promptly end the review if the State of North Carolina: (1)
concluded that the merger would, on balance, be beneficial to the people of North
Carolina, and (2) provided sufficient and continuing oversight to Mission
following the combination.

Accordingly, in July 1995, Mission and St. Joseph’s applied to the State to have
their proposed transaction evaluated by the NC Department of Justice and
Department of Health and Human Services under the State’s newly-amended
“Hospital Cooperation Act.” That amendment was enacted in 1995 by the
General Assembly expressly to cover mergers between competing hospitals.
Essentially, the hospitals’ application for a COPA under the Act asked those State
agencies to weigh the “advantages” vs. “disadvantages” of the proposed
combination of the two hospitals.

The State then conducted the requested review, holding public hearings, as well as
having access to all materials previously collected by the USDOJ.

In December 1995, the State authorities, in a carefully written analysis, concluded
that the benefits of the transaction would outweigh any disadvantages and
therefore granted the requested COPA, permitting Mission and St. Joseph’s to
combine. Initially, the hospitals established a joint operating and organizational
partnership (that is, a “virtual merger”). In October 1998, under the authority of a
reconsidered and revised COPA, Mission purchased St. Joseph’s outright from the
Sisters of Mercy (a “full merger”).

The 1995 COPA legislation has worked well—and as intended. As the State
regulatory agencies have repeatedly confirmed, Mission has achieved all aspects
of the “advantages” that the original COPA envisioned. Mission is a low-cost
hospital and has enhanced the quality of and access to healthcare in Buncombe
County and the surrounding more-rural areas of WNC. As a result of the merger
of the two hospitals, substantial savings have been generated, and those dollars
have been pumped back into the community.




As the COPA has required, Mission’s board is composed primarily of local
businesspeople and other local community leaders. As employers (and potential
Mission patients) themselves, these board members have a keen interest in
keeping down Mission’s charges and costs, because their own businesses and
personal interests would suffer from any unjustifiable increases in the expense of
providing hospital care for employees.

Mission has the 3™ lowest charges in NC—a direct testament to Mission’s Board
restricting the hospital to single-digit price increases during an extended period of
double digit increases nationally. This is particularly remarkable in that 80% of
its patients are covered by Medicare or Medicaid or are residents of relatively
poor rural areas who are simply unable to pay. No other large hospital in the State
has such a financially disadvantageous patient mix, without any financial support
from governmental entities.

Over the past couple of years, more and more physicians in Asheville, as well as
all over the country, have sought to become hospital employees, giving up their
private practices. Those physicians, who are facing ever-growing practice costs
and complexity, wish to focus on caring for patients and to reduce costs by
turning over to a well-managed, efficient hospital their administrative
responsibilities (such as billing, hiring, accounting, electronic health records and
all the other paperwork associated with providing healthcare services). Moreover,
healthcare reform is pushing both doctors and hospitals to form integrated
healthcare delivery systems because it is anticipated that these systems will be
increasingly accountable for the care and outcomes of, and the per-capita costs
for, their patients.

The COPA put a cap on Mission’s employment of or exclusive contracting with
primary care physicians at a time when physician employment was very
uncommon. In the fall of 2010 Mission requested that the State regulatory
agencies modify the COPA so that Mission could employ more physicians and
achieve cost savings in doing so, in order to compete with much larger regional
hospitals. At the end of last month, the agencies did modify the COPA, making it
less restrictive regarding Mission’s hiring of physicians. In making that decision,
the State was advised by one of the top health care antitrust economists in the
country. Moreover, the NC regulatory agencies had both the USDOJ and FTC
review and sign off on the COPA modification. In view of all that attention, and
the continuing oversight of the State agencies, this Committee can rest assured
that Mission’s COPA is being properly administered and is pro-competitive.

Mission—having volunteered to be supervised under the COPA legislation in
1995—is NC’s most-regulated hospital: the only hospital in the state subject to a
COPA, and is still subject to the Certificate of Need legislation. Despite that fact,
others—such as Park Ridge, part of the much larger Orlando-based Adventist




Health system—continue to urge that the COPA be made more restrictive and
Mission be subjected to “more regulation,” in an effort to avoid completely
appropriate competition from Mission. The State regulatory agencies have
carefully considered and rejected those efforts.

The position that the COPA be made more restrictive and that regulatory
oversight be increased is particularly wrongheaded in view of the dramatically
increased competition that Mission faces from other tertiary care hospital systems,
such as Charlotte-based Carolinas Healthcare System ($6.5 billion in net
revenues), which now manages and controls Haywood County’s largest hospital
(Haywood Regional Medical Center, in Waynesville and two other local
hospitals), and UNC Health Care System ($1.86 billion in net revenues), which
very recently contracted to manage and control the largest hospital in Henderson
County (Pardee Hospital in Hendersonville), both almost on Mission’s doorstep.
Mission currently employs approximately 150 physicians, compared with 1,712
employed by Carolinas and 1,053 employed by Adventist ($6.7 billion in net
revenues), both of which are better financed “competitors” of Mission in WNC.

Mission doesn’t object to or try to obstruct such free market competition, but
would note that the rapid changes occurring in the health care marketplace,
including growing competition from hospitals that are owned by large tertiary
care systems, is likely soon to render the continuation of the COPA unnecessary.
In any event, this increasing competition certainly makes any effort to change the
COPA so as to clamp tighter “handcuffs” on Mission particularly inappropriate.

In summary, the original goals of the COPA from 1995 to the present were that:

(a) medical care be improved in WNC;

(b) costs be contained;

(¢) access to quality care in rural areas be enhanced; and

(d) smaller rural hospitals (such as Angel Hospital in Franklin, Transylvania
Hospital in Brevard, Blue Ridge Regional Hospital in Spruce Pine, and
McDowell County Hospital, through their association with Mission) be helped
to survive.

Consistently and repeatedly, and most recently in the exhaustive review in 2010-
2011 that included the DOJ and FTC as well as the NC DHHS and the NC
Attorney General, the regulatory authorities have determined that all of these
goals have been met and that Mission has operated within the rules. The 1995
Mission COPA has worked well, and as planned. For that, the State—and this
Legislature, which enacted the COPA law—should be very proud.
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The Mission Health System COPA
Presentation to the House Select Committee
on the Certificate of Need Process and Related Hospital Issues

October 20, 2011

Thomas McCarthy, Ph.D.
Senior Vice President
NERA Economic Consulting

I. Qualifications
A. General:

a. Iam an economist and senior vice president employed by NERA Economic
Consulting (NERA), an international economic consulting firm. I am the head
of NERA’s health care practice. For more than 25 years, I have specialized in
the study of industrial organization and health economics, focusing principally
on antitrust and competition issues in the health care marketplace.

b. Ihave made many presentations to state and federal antitrust agencies on the
likely competitive effects of a wide range of hospital mergers, health plan
mergers, and medical device company mergers being reviewed by those
agencies. During 2003, I was invited by the Federal Trade Commission and
the U.S. Department of Justice to testify at three sessions of their joint
hearings on Health Care and Competition Law and Policy. The topics I was
asked to testify on included hospital contracting issues and monopsony issues
in the health insurance industry. I have also testified multiple times in federal
and state courts on antitrust issues involving whether a particular hospital does
or does not have market power.

B. COPAs:

a. Last spring, I was asked by Mission Health to analyze and comment on a
report submitted by health economist, Dr. Gregory Vistnes. His report was
produced at the request of the North Carolina Departments of Justice (“DOJ”)
and Health and Human Services (“DHHS”) (collectively “the State”)
following Mission’s request to ease one of the restrictions in its COPA—the
20 percent Physician Cap.' My findings were submitted to the State, which
subsequently agreed with my finding (and that of the Dr. Vistnes) that the
Physician Cap was too restrictive. The State recently replaced the 20 percent
physician cap with a 30 percent physician employment threshold after which
higher employment shares would be reviewed under normal antitrust
principles that try to balance greater efficiencies with concerns about whether
competition is threatened.

! The Physician Cap (which is no longer part of Mission’s COPA) limited to 20 percent the share of
primary care physicians in a two-county area that Mission could employ or contract with under an
exclusive contract



b.

In addition to my work in this Mission COPA review, I have worked on the
only other two Certificates of Public Advantage (“COPA”) that I know have

been issued.

In the first instance, I advised the Montana State Attorney General on devising
a method to regulate the Benefis Healthcare System in Great Falls, Montana.
Benefis was formed by the merger of the only two hospitals in that city,
Montana Deaconess Medical Center and Columbus Hospital. The ensuing
COPA was phased out over two years after a decade in operation.

1 also advised the South Carolina Department of Health and Environmental
Control (DHEC) on whether the merger of the Baptist Healthcare System and
Richland Memorial Hospital in Columbia, South Carolina would require state
oversight through DHEC’s COPA authority. It was determined by the state
that the resulting Palmetto Health system did require such oversight to assure
competitive outcomes. I did not assist in the design of the COPA. My
understanding is that the South Carolina COPA has since been modified to
remove all the benchmarks used to monitor costs and pricing, but is still in
place on issues involving guaranteed access and charitable care.

1I. Purpose and Structure of the Mission COPA.:

A. Purpose of the Mission COPA.

a.

Similar to the other COPAs, the purpose of the Mission COPA was to (1)
allow Mission Hospital and St. Joseph’s Hospital to jointly attain certain
efficiencies in providing care and to (2) act as a substitute for the disciplining
effects of competition that may have been reduced as a result of their joint
operations starting in 1997. A well-executed COPA should lead to pricing
and efficiency outcomes similar to those observed in other comparable
competitive markets. This means the COPA should encourage the merged
entity to be efficient and prevent it from raising prices above competitive
levels or allowing its quality to fall below competitive levels.

Further, if Mission produces services efficiently, the COPA should also allow
Mission to earn normal competitive margins that allow it to accumulate
capital sufficient to keep its facilities and equipment up to date and to invest in
projects that allow it to adapt to market changes and, thus, assure its financial
stability.

Ideally, the COPA should be structured to avoid restricting the dynamic
changes that are necessary in a competitive market, allowing Mission to adopt
innovations similar to those being introduced in competitive hospital markets.
This is a big challenge for any COPA as it must anticipate how a market will
evolve.

The healthcare industry is a very dynamic one. Over the past 15 years or so,
competitive forces in the area have increased for Mission. Eventually,
competition in the area will likely develop to the point that the COPA is no
longer necessary. These changes will likely happen quickly. Iwould be
surprised if this did not play out within the next several years, say 3 to 5 years.



With that eventuality in mind and given the history of the other COPAs, the
State may want to at least begin considering the conditions under which the
COPA can be sunsetted.

e. Finally, the Mission COPA is expected to ensure that access to health care
services is maintained. Specifically, the COPA seeks to preserve hospital
facilities in the Western North Carolina (“WNC?”) area, avoiding any loss of
geographical access to needed services or loss of access for medically
underserved populations (i.e., Medicare, Medicaid, and a particular focus on
uninsured and underinsured patients.)

B. Structure of the COPA

a. Cost Cap: The cost per case mix “adjusted patient discharge” for inpatient and
outpatient services at Mission’s Asheville hospital facilities should not exceed
a cap based on the average of three benchmarks, including two sets of
comparable peer hospitals and the change in the hospital producer price index
(PPI).

b. Margin Cap: The operating margin in percentage terms for Mission’s system-
wide operations over any 3-year period should not exceed by more than one
percentage point the mean of the median operating margin of hospitals with
good debt ratings. This cap has a floor of 3 percent.

c. Physician Employment Safe Harbor: If Mission wishes to employ more than
30 percent of the physicians in its primary service area of Buncombe and
Madison Counties (other than those practicing in cardiology, genetics,
hospitalist, neuro-hospitalist, and neurology), it must provide 30 days advance
notice to federal and state antitrust authorities and the State Department of
Health and Human Services.

II1. Effectiveness of the COPA:

A. If the COPA has been working well over the last 15 years, the economic
performance of the market should look like a competitive outcome. This means
production efficiency and quality should be high, costs low, and prices and
margins should be at competitive levels. My research on the Mission COPA
included an evaluation of its effectiveness in meeting these goals. I found that the
COPA has worked very well by these measures. It has been achieving its goals
consistently and is doing its job to mimic competition.

B. Mission’s Performance:

a. By all the competitive benchmarks, Mission has generally performed in line
with other competitive hospital systems in terms of its pricing, quality of
services provided, margins, and costs. That is, the system has done what it
has been asked to do.

i. Prices: Based on the available data, I found that pricing at Mission is well
within the mainstream of competitive hospital pricing:



e On an all-payer basis, Mission’s prices at its Asheville hospital
facilities are just below the median price level of its current COPA
peer group. (See pricing chart.)

o 1do not have access to commercial-payer only data for any of the
current COPA peer hospitals, however, Dixon Hughes conducted a
2003 comparison of commercial pricing levels at Mission’s Asheville
hospital facilities with those at the COPA peer hospitals at that time.
Dixon Hughes found that Mission Hospital’s commercial rates were
18 percent lower than hospitals in the COPA Benchmarking Group.”

¢ So whether we look at the prices to payers overall or just prices to the
commercial payers, the information I have indicates that Mission’s
prices are well within the mainstream of how other hospitals in
competitive markets price.

ii. Costs: Mission’s Asheville hospital facilities have maintained cost levels
well within the median of its current COPA peer group. (See cost chart.)

¢ In addition, Mission has met its COPA Cost Cap requirements every
year, with the possible momentary exception of 2002, just before the
cost cap benchmark was revised. Mission’s 2002 cost levels were
subsequently reevaluated in comparison with the COPA’s revised Cost
Cap and were found to be in compliance relative to the new cost
benchmark.

iii. Margins: Mission has met its COPA Margin Cap requirements every year.
The Mission system’s margins are generally below those of its AA-rated
benchmark group. (See margin chart.)

iv. Quality: In addition to effectively maintaining its physical plant,® Mission
has been recognized by national experts as a leader in health care quality
and efficiency, as Dr. Paulus addressed earlier.

v. Financial stability without excess returns: Although Mission is financially
healthy, it has not built up a large reserve to finance major projects. As
you have heard from Dr. Paulus, Mission balances the need to maintain
reserve levels sufficient to ensure its financial stability and bond rating
against the many financial demands of keeping its facilities and systems
up to date and competitive. Like other hospitals in competitive
environments, Mission has to pick and choose among projects, delaying or
even foregoing opportunities because of limited resources.

vi. Ability to Adapt to Dynamic Changes: As Dr. Paulus has also discussed,
Mission has been restricted in its ability to build and prepare for the future.

2 Dixon Hughes commercial rate comparison study performed for Mission Hospitals, Inc., based on fiscal
year-end 2003 information for hospitals in the COPA Benchmarking Group. [“Mission Hospitals, Inc.
Commercial Rate Comparisons Presented by Larry Hughes and Greg Taylor”]

3 In 2009, Mission had an average age of 8.9 years for its physical plant compared with a national
average age for the physical plant facilities of acute care hospitals of 9.3 years.



Some of this involves difficulties in building up reserves to start major
capital projects, but more of it involves the changing trends in medicine,
particularly in preparation for expected changes in health care financing
and delivery. For example, the recent appeal to the State to modify the
COPA’s limits on physician contracting and employment was directly
related to a major trend in health care...trying to align physician
incentives with hospital incentives by employing physicians. Below, 1
briefly review some of these trends and suggest that there is evidence
these trends are alive and well in North Carolina and western North
Carolina.

C. State’s Monitoring:

a. There are three key oversight elements that drive the COPA’s reasonably
strong success as a proxy for competitive forces: (1) good benchmarking
based on reasonably comparable hospital systems (2) regular updating by
continued checking against competitive benchmark systems, and (3) assessing
the general performance of the markets in which Mission operates.
Benchmarking against comparable hospital systems allows the regulator to
ensure that the COPA is continuing to hold Mission to competitive standards
without restricting its ability to stay up to date with competitive trends.

b. Over their 15 years of oversight, the DOJ and the DHHS have actively
monitored and updated the Mission COPA with large and small amendments
to take account of new situations or to avoid unnecessary distortions.

. IV. Competitive Developments:

A. National and Regional Competitive Trends

a. There is a growing and widespread emphasis on greater integration of health
care services. This shift has resulted in a number of trends observed
nationally and in the WNC region:

i. Acquisition of smaller stand-alone hospitals: Smaller stand-alone hospitals
are partnering with larger hiospital systems, looking for the size and scale a
system can provide to meet growing demands for information technology
and integrated care.*

ii. Growth of outpatient services outpacing inpatient service growth: There
has been a longstanding trend of shifting all kinds of patient services out
of inpatient settings to less expensive outpatient facilities whenever

4

K. Terry, “ACO’s Forging the Links.” Hospitals & Health Networks, January 1, 2011, p. 20; V.
Gallloro, “The urge to merge; With growing economic pressures and reform looming, hospitals and
systems are reconsidering who they want as partners for the foreseeable future,” Modern Healthcare,
August 17, 2009; and J. Carlson, “The strong, the integrated; Annual ranking of the nation's integrated
health networks shows the critical roles played by outpatient care, implementation of information
technology,” Modern Healthcare, January 26, 2009, p. 26.




medically possible. This trend is expected to accelerate in the face of
expected needs for more integrated and lower cost care. 3

iii. Hospital employment of physicians is substantial and growing: More than
half of practicing U.S. physicians are employed by hospitals or integrated
delivery systems. This trend appears to be accelerating, with a recent
survey of hospital leaders indicating that 74 percent have plans to increase
physician employment in the next 12 to 36 months. Hospitals are
targeting both primary care and specialist physicians in contrast to the
1990s when their efforts focused on primary care physicians. ®

iv. Provider Risk Sharing Expected: A major reason for stand-alone hospitals
merging and integrating the physicians, outpatient care and the many other
parts of the health care system into larger systems is that providers expect
to bear more risk for the services they provide to patients. Since providers
are closer to patients and are better at controlling utilization and costs than
are insurers, they will increasingly be rewarded by Medicare and by
commercial insurers for saving money. The hope is that the hospital
system will better align everyone’s interests to produce high quality
coordinated care for their patients.

b. Carolinas HealthCare System, Novant Health and Greenville Hospital System
each serve as a good example of how competitive tertiary hospital systems
have adopted these strategies. Each illustrates how integration across
facilities and services, affiliations with many medium and small hospitals, a
substantial outpatient presence outside the hospital setting, and high levels of
physician employment and affiliation. (See health system diagrams.)

5

T. Johnson, “Ambulatory care stands out under reform,” Healthcare Financial Management (May
2010), p.57; D. Scalise, “Strange Bedfellows,” Hospitals & Health Networks (December 2006), p. 10;
and M. Romano, “Now Entering the Outpatient Zone; Hospitals invest in 'big box' centers for outpatient
services to help reap rising revenue in that sector and expand their reach,” Modern Healthcare, August
28, 20006, p. 64.

"U.S. hospitals have begun responding to the implementation of health care reform by accelerating their
hiring of physicians. More than half of practicing U.S. physicians are now employed by hospitals or
integrated delivery systems, a trend fueled by the intended creation of accountable care organizations
(ACOs) and the prospect of more risk-based payment approaches. Whether physicians, hospitals, or
payers end up leading ACOs will depend on local market factors, competitive behaviors, and first-
mover advantage, but employment decisions made by physicians today will have long-term
repercussions for the practice and management of medicine." [R. Kocher, MD and N. Sahni, “Hospitals’
Race to Employ Physicians — The Logic Behind a Money-Losing Proposition,” New England Journal
of Medicine, March 30, 2011 (accessed via nejm.org)]

K. Terry, “ACOs Forging the Links.” Hospitals & Health Networks, January 1, 2011, p. 20; G.
Edmiston and D. Wofford, “Physician alignment the right strategy, the right mind-set,” Healthcare
Financial Management (December 2010), p. 61; and J. Cantlupe, “Physician Alignment in an Era of
Change,” HealthLeaders, September 14, 2010.



‘ B. Competition in WNC Area:
a. Regional Health Care Systems in the WNC Area:

1.

The longstanding competition ’ that Mission has faced for tertiary care
services is expanding, especially over the last year. Other regional
hospital systems have become more prominent in the local area. (See
hospital location and affiliation map.)

Carolinas HealthCare System: Carolinas HealthCare System is already
affiliated with seven hospitals in WNC.,

— Murphy Medical Center entered into a management services with
Carolinas HealthCare System that was effective July 1, 2011.

— Effective January 1, 2010, Carolinas also signed a management
services agreement with MedWest Health. This agreement added
three hospitals to the three already affiliated with Carolinas in the
area. MedWest Health includes: (1) Swain County Hospital, (2)
Harris Regional Hospital, and (3) Haywood Regional Medical
Center. MedWest is also expanding its outpatient services in the
region by opening new urgent care centers in Sylva and Canton in
2011 and an ambulatory surgery center in Haywood in 2012.

— Prior to the 2010 agreement, Carolinas was already affiliated with
three other hospitals in western North Carolina: (1) St. Luke's
Hospital, (2) Grace Hospital, and (3) Valdese Hospital.

—  After signing the 2010 management agreement with MedWest,
Carolinas has announced a $25 million joint venture ambulatory
center in Clyde, the opening of an urgent care center in Sylva and
the employment of 100 physicians offering in-office and specialty
care.

UNC Ilealth Care: In June of this year, Pardee Ilospital in
Hendersonville signed an affiliation agreement with UNC Health Care,
a large academic health care system. UNC Health Care has seven
hospitals (both public academic and private) and of course a medical
school. This health system has two physician groups with over 1,100
physicians and plans for substantial growth. UNC’s medical school
also has a 10-doctor residency presence in Asheville at Mission.

Adventist Health System: Park Ridge Hospital in Hendersonville is
one of over 40 hospitals in Adventist Health System. Adventist is a
large national health care system with operations in 12 states. The
Adventist System has a strong commitment to physician alignment. In
addition to its hospital campus, Park Ridge has 31 physician offices

7

“Competition for tertiary care services currently exists and will continue to exist from points around

Asheville such as Charlotte; Johnson City, Tenn.; Greenville/Spartanburg S.C.; and Atlanta, Ga.”
[Second Amended and Restated Certificate of Public Advantage, p.11]



and care centers delivering patient care. I understand that Park Ridge
employs about 60 physicians in the local area. (See Park Ridge
physician practice map.)

e There are several systems in and around the Greenville/Spartanburg
area that provide tertiary care that have competed with Mission for
these patients.

e Even the Cleveland Clinic, which has no facilities in WNC, is
competing for tertiary patients in the area. In 2010, Lowe’s (a
significant employer in the WNC area) began offering its full-time
employees the option to schedule certain heart surgery procedures at
the Cleveland Clinic at enhanced benefits coverage levels.®

b. Physician employment:

i. Other hospital systems are aggressively hiring physicians and acquiring
physician practices in WNC. These acquisitions have already seriously
affected the referral rates to one of Mission’s rural hospital facilities. The
COPA has often prevented Mission from competing for these physician
practices. Recently, negotiations with a premier medical practice ended
specifically as a result of the physicians’ concern that the COPA’s
physician employment restriction on specialty employment would split
their group. As a result, unregulated competitors can rapidly acquire and
consolidate important sources of hospital referrals in WNC without the

same type of competition from Mission.

c. Competition for outpatient services:

i. Mission also faces substantial competition from a wide variety of
competing local and regional outpatient facilities. These include
ambulatory surgery centers, imaging centers, endoscopy facilities, cardiac
and pulmonary rehabilitation centers, gastroenterology facilities,
orthopedic surgery centers, oncology facilities, and urgent care clinics.
Many such facilities are owned or affiliated with other hospitals.

e Open MRI & Imaging of Asheville (Asheville): The diagnostic
imaging facilities offered by this center include arthrograms,
diagnostic x-rays, high field closed MRIs, and high field open MRIs.
Open MRI & Imaging of Asheville is owned by North Carolina
Diagnostic Imaging, which is owned by MedQuest Associates, a
subsidiary of Novant Health.

o Park Ridge Urgent Care (Asheville, Arden, and Hendersonville):
ParkRidge Health owns and operates urgent care centers in Asheville,
Arden, and Hendersonville

8 “Lowe’s Expands Heart Healthcare Benefits with Cleveland Clinic,” Cleveland Clinic website at
my.clevelandclinic.org, February 16, 2010.



e Med-West Urgent Care Centers (Canton, Clyde and Waynesville):
These locations provide walk-in urgent care and diagnostic imaging
services. They are owned by Haywood Regional Medical Center,
which is affiliated with the Carolinas HealthCare System.

o Park Ridge-Southeastern Sports Center (Asheville, Waynesville and
Hendersonville): Southeastern Sports Medicine is an orthopedic
practice with walk-in clinics that provide diagnostic and physical
therapy services. It is owned by ParkRidge Health, which is affiliated
with the Adventist system.

e CarePartners: CarePartners has outpatient physical therapy clinics
throughout Buncombe County, including locations in Enka, Asheville,
and Woodfin. These outpatient locations are owned by the Care
Partners Rehabilitation Hospital in Asheville.

ii. In varying degrees, payers can steer patients to other outpatient facilities.
Not only does this bring competitive discipline to outpatient service
pricing, payers can also use their ability to steer outpatient volume away
from Mission to negotiate better rates for other Mission services, even for
inpatient pricing. Outpatient centers not only represent an opportunity for
the payers to discipline Mission pricing, they represent another type of lost
volume for Mission—physicians tend to steer their patients to their own
facilities. Many local outpatient facilities are owned by physician

practices.

iii. As a result of these many competing outpatient facilities, Mission Hospital
reports that it receives a relatively low percent of its revenues from
providing outpatient services compared to inpatient services (33 percent at
Mission Hospital relative to a national average of 41 percent from
outpatient revenues and a target of 50 percent reached by some of the
healthier systems).

d. Blue Cross Blue Shield of North Carolina:

i. BCBSNC is a large and sophisticated buyer of health services across
North Carolina, and a particularly important payer in WNC. It covers
about 60 percent of the commercial patients that use Mission facilities,
which gives it significant negotiating strength.

C. Mission’s Competitive Conduct:

a. Mission’s conduct is consistent with competitive strategies being adopted by
other hospital systems, both regionally and nationally. Moreover, Mission’s
strategic initiatives are consistent with the competitive changes going on
across North Carolina and most of the U.S.

b. Mission’s affiliations with rural hospitals: This conduct is consistent with °
normal procompetitive conduct and the COPA’s goal of maintaining the
community’s access to local services.




1.

il

iil.

iv.

V.

Bidding to manage Haywood Regional Center & WestCare Health System:
Mission sought this management contract, but lost to the winning

“bidder,” Carolinas HealthCare System. As a result, Mission anticipates a
loss of patient referrals for higher level care. Rural hospitals in this area
have options other than Mission if they wish to affiliate with a larger
hospital system. Mission cannot coerce local rural hospitals to affiliate
with it.

Bidding to manage Murphy Medical Center: Mission sought a
management contract with Murphy, but again lost to the winning “bidder,”

Carolinas HealthCare System.

Affiliation with Blue Ridge Regional Hospital & McDowell Hospital:
Prior to approaching Mission, each of these hospitals had come to the

conclusion that continuing to operate as a smaller stand-alone hospital was
no longer a viable long-term strategy. Both found it necessary to form
some sort of affiliation that would allow them to (1) lower their operating
costs, (2) gain access to less expensive credit to fund needed capital
investments,” and (3) improve their recruitment and retention of
physicians. By affiliating with these hospitals, Mission assisted in
maintaining the community’s access to health care services in their local
area. Mission has actively sought to revive the financial health and
operating efficiency of these institutions.

Management agreement with Transylvania Regional Hospital: This
affiliation grew out of a process initiated by Transylvania Regional
Hospital in 2008. The hospital board met with several different
organizations and reviewed multiple potential opportunities over a two-
year period before deciding to sign a management agreement with Mission.
This indicates again, that there are competitive reasons for affiliating with
a rural hospital, as demonstrated by the presence of other interested parties,
including Carolinas. In addition, this hospital had hospital system options
other than Mission.

Management agreement with Angel Medical Center: Angel Medical

Center was looking for many of the same benefits from affiliations as
other smaller hospitals in the area (e.g., lowering their operating costs,
gaining access to less expensive credit, and improving their retention and
recruiting of physicians). Angel considered following WestCare and
Haywood with an affiliation with Carolinas, but instead chose Mission as
a better fit, having had a long-standing relationship with Mission.

9

McDowell received $8 million in low-interest loans over a three-year time period. These funds were
used for an MR, to expand its emergency department, and to renovate its obstetrics area and operating
rooms. Once Blue Ridge became part of the Mission system, it was able to finance an $18.6 million
facility modernization program with the proceeds from a bond issuance through Mission.

10



¢. Mission’s employment of and affiliation with physicians:

i. There is little danger of rival hospitals being foreclosed by Mission’s
employment of physicians. To the contrary, limiting Mission’s
employment of physicians effectively handicapped Mission’s ability to
compete with other health care providers and prevented it from potentially
lowering overall health care costs and increasing quality by providing
more integrated care.

e Example: Grace Hospital’s aggressive physician recruitment efforts
have seriously affected the financial health of McDowell Hospital.
Grace Hospital (which is managed by Carolinas) recruited and hired
McDowell’s only two OB/Gyn physicians in 2008. These physicians
shifted their deliveries and surgeries to Grace Hospital and are no
longer on staff at McDowell Hospital. It took Mission over 6 months
to recruit two new OB/Gyn physicians to the area to establish a new
practice. Then in 2009, Grace Hospital hired five family practice
physicians who had offices in Marion and Nebo and traditionally
referred patients to McDowell., :

d. Mission’s planned joint venture outpatient facility with Pardee Hospital:

i. AsIdiscussed already, a hospital system expanding into other services
(especially outpatient services) and geographies is a natural response to
the competitive pressures hospitals face. This planned outpatient center is
consistent with behavior of other hospital systems in competitive settings.
It also increases the competitive overlap that is continuing to develop
among Park Ridge, Pardee, and Mission in the fast-growing southern
portion of the Asheville area.

e. Consistency of Mission’s conduct with trends in competitive strategies:

i. Mission’s strategies and operational structures should not be viewed as an
effort to game or evade regulation. These are responses to competitive
pressures and the need to assure rural access. With no ability to adapt to
new market conditions, Mission may be prevented from developing as a
competitive hospital system and may not be able to compete effectively
against other regional hospital systems that are becoming more active in
the local area.

ii. Therefore, it is important to understand Mission’s conduct in the broader
context of the changing competitive health care landscape. Mission’s
conduct is consistent with widespread trends in health care that would
generally be considered normal conduct consistent with procompetitive
business reasons.

V. Challenges of Operating a Hospital under the COPA:

A. Mission continues to face operational constraints beyond those intended by the
COPA to mimic competitive outcomes.

11



a. Physician Employment Safe Harbor: The artificial constraint implied by the
30 percent physician employment threshold (raised from a previous 20 percent
cap) still limits Mission’s ability to join the trend with many other health
systems to provide integrated services and prepare for more risk-based
contracting with payers. Mission’s competitors do not face these same
constraints. In addition, physicians who would prefer to be employed may
choose to join these rival systems of leave the Asheville area if Mission
cannot offer them employment, even though they and Mission would prefer
that they affiliate with Mission.

b. Ability to modernize facilities: Mission is restricted in its ability to effectively
modernize its Asheville hospital facilities. These facilities are subject to an
annual Cost Cap, so Mission generally avoids large capital expenditures that
might cause a spike in expenditures. This results in a series of smaller
incremental improvements in the Asheville facilities, rather than fewer larger
investments that may be more efficient and effective over the long-term.

VI. As Competitive Constraints Increase, the COPA Is Less and Less Necessary

A. Competitive forces in the area and tough negotiations with payers will continue to
increase for Mission. The healthcare industry is very dynamic. These changes
will likely happen quickly. Rather than continuing to tinker with the COPA, the
State may want to consider the conditions under which the COPA can be
sunsetted. If Mission’s competitive environment continues to develop to the point
that a regulatory proxy for competition is not needed, then the COPA should no
longer be enforced.

B. The two largest insurers in the Asheville area indicate that such a discussion
would be premature—they believe the COPA is still needed to protect pricing but
recognize that the COPA sometimes constrains Mission’s ability to respond to
competition. Still, like the examples of Benefis in Montana and Palmetto in
South Carolina, competition has been growing in the shadow of the COPA-
regulated hospital, and the regulatory oversight will soon not be necessary, even
assuming it is needed today.

a. Benefis example: In Montana, the Benefis COPA was phased out in part due
to the reintroduction of competition in the Great Falls area. The decision to
phase out the Benefis COPA was largely based on the reintroduction of
sufficient competitive forces in the area, particularly from an 85-doctor
multispecialty clinic and surgery center, the Great Falls Clinic, and a short-
stay hospital, the Central Montana Surgery Hospital. The hospital and the
regulator found that Benefis had become too constrained in how it could
compete, particularly as it became more and more subjected to an adversely
selected patient pool of servicing most of the sickest and poorly insured
patients in the area. The COPA was then phased out.

b. Palmetto example: In South Carolina, the state determined Palmetto Health
system (which resulted from the merger of the Baptist Healthcare System and
Richland Memorial Hospital in Columbia, South Carolina) would require
oversight through a COPA to assure competitive outcomes. The original
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COPA was issued in May of 1997 (the same year as Mission’s COPA).
Among other restrictions and requirements, the COPA addressed Palmetto’s
expected cost savings, price and cost levels, and its ability to exclusively
contract with other health care providers and health plans. By November
2003, the state deemed most of the COPA’s requirements had been satisfied
or were no longer applicable. The remaining COPA requirements are not
about competitive pricing, costs, quality or margins. Instead, the COPA now
primarily addresses Palmetto’s ongoing obligation to fund public health
initiatives and community outreach programs and to continue to maintain
access to services for competing facilities that do not offer such services.

C. I would be surprised if the same general process did not play out in WNC,
perhaps within the next 3 to 5 years or so. If anything, health care reform
initiatives will speed up this process. For that reason, as well as the many others
already discussed, I respectfully suggest that there is no need to change the
regulatory approach—it is working—and by the time that might happen to the
point where both the State and Mission are comfortable managing Mission under
the new system, the debate will have already turned to whether the COPA should
be phased out.
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Hospitals change
with economy, WNC

Hospitals have no choice but to seek
economies of scale as they struggle to
survive in a difficult environment. This is
particular vital for Mission Hospital
Systems, Western North Carolina’s flagship
institution.

Virtually every hospital in WNC —
Highlands-Cashiers is the lone exception -—
has entered some sort of partnership
during the past 15 years. The hospital in
Andrews fought off any merger and wound
up going under.

- Mission has merged with hospitals in
Spruce Pine and Marion and is partnering
with Pardee Hospital of Hendersonville in
an outpatient complex. Through a
subsidiary it employs 159 physicians. It is
the dominant health-care provider in WNC.

That bothers some people. “They’ll
duplicate all our community services to
drive all the potential competitors out of
business, so one day there will be a
dogwood on every single hospital health
care provider in this region,” said Jason
Wells. (Mission’s symbol is the dogwood
flower).

Wells is vice president of Park Ridge
Hospital, which sees the Mission-Pardee
center as questionable competition. The
new facility will be on the Buncombe-
Henderson county line, just four miles from

Park Ridge.

Mission officials say they have no choice but
to grow in the face of ever-decreasing
Medicare and Medicaid reimbursements.

By the year, 2030 North Carolina will have
19 counties in which more than 25 percent
of the people are elderly. Eleven of those
counties are in the mountains.

Also, as more people become insured
under the new health-care law, demand
for hospital services will increase and
reimbursements for Medicare and
Medicaid will decrease further.

Controlling medical costs is difficult. For
one thing, there has been so much cost-
shifting in order to provide care for 50
million uninsured people that it's difficult to
determine what any given procedure
should cost. The health-care law should
help, but it will take time.

On top of that, medicine is a highly
regulated profession. There are few places
to reduce cost in the direct providing of

nt

Advertisemel
i .

SUTHOFIZED
CEDHLER

http://www.citizen-times.com/fdcp/?unique=1318446019617

10/12/2011



Format Dynamics :: CleanPrint :: http://www.citizen-times.com/article/20111012/OPINI... ~ Page 2 of 2

CITIZEN-TIMESecom

‘ ASHEVILLE CITIZEN-TIMES * VOICE OF THE MOUNTAINS

care. An excess of exotic high-cost ﬁgcnoaces
equipment drives costs up, not down. That’ Ads by Pulse 360

s why North Carolina has a certificate of Invest In ONYX Stock Now

need law. ONYX Solar Energy Stock Now Available. Brilliant New

Technology. Get Your Stlock Today!

The greatest potential for savings is in such ~ www.OnyxService.com

things as automation of patient records, the Il:\sh_eville:l\llom Makes Botox Doctorsi
urious

dlrec.t employment of 'phySICIa.nS by . Mom Reveals Clever $4 Wrinkle Therapy That Makes
hospitals and in hospital functions aside BOTOX Doclors Furious
from patient care. TheMigherLifestyle.com
Six Sigma Certification
MedWest, which operates hospitals in Villanova Classes Start Monthly - 100% Online

Haywood, Jackson and Swain counties, now  Certification Gourses
uses one.company rather than five for diet, ~ WwW-Vilanovall.com/SixSigma
environmental and facilities engineering

services, at a savings of $1 million. In all,

Carolinas HealthCare System has found

$15 million in savings since taking over

management of MedWest.

’ The worst thing that could happen is the
. sort of political meddling exemplified by a
failed General Assembly bill that would
have curtailed Mission’s ability to expand
and to hire physicians. The idea remains
under study, despite the majority party’s
distaste for regulation.

Mission, with its size and location and
expertise, will continue to be the region’s
provider of much specialized and trauma
care. As it strives to meet the challenges of
tomorrow, it must not be unduly shackled.
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Comments from Community Leaders Unable to Attend the

COPA Public Hearing

(Note: There were many letters from community leaders who were unable to attend
the hearing. What follows are two representative letters for the Committee’s review
and consideration.)



Rebabilitation Hospital
Outpatient Rebabilitation
Honie Health
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- . - Adult Day
HEALTH SERVICES Private Duty

Care

My name is Tracy Buchanan, President and CEO of CarePartners Health
Services. Iam unable to attend the October 20™ hearing therefore I am
submitting written comments in support of Mission’s operation under the
Certificate of Public Advantage.

CarePartners admits over 15,000 patients each year into our post-acute
services which include Inpatient Rehabilitation, Home Health, Hospice,
Palliative Care, Outpatient, Private Duty, and Adult Day. CarePartners was
formed in 1996 as a private 501(c) 3 organization. Our founding members
served the community for many years prior to the formation of CarePartners

with Thoms Rehabilitation Hospital dating back to 1938.

Throughout our history, we have maintained a valuable and effective
partnership with Mission Hospitals, working together to serve the needs of
our community.

Through joint venture relationships we have developed programs providing
needed services. Greentree Ridge Skilled Nursing Facility was originally
developed through a joint venture between Thoms Rehabilitation Hospital,
Mission Hospital and Saint Josephs Hospital. This effort was focused on
providing top quality care and establishing a new benchmark in the
community, The Asheville Specialty Hospital, a long term acute care
hospital, is currently operated as a joint venture between CarePartners and
Mission Hospital. Established in order to close a gap in care for patients
who are acutely ill and require a longer length of stay in an acute care
hospital setting, The Asheville Specialty Hospital has been in operation
since 2003 and is an example of two partners using their combined strengths
and expertise to meet the needs of this special population.

68 SweeTEN CREEK RoAD  AsHEVILLE, NC 28803  (828) 277-4800  WWW.CAREPARTNERS.ORG



CarePartners Home Health Services is recognized in the top 20% of the
nation for the lowest number of readmissions to the hospital. This was
accomplished only through a close, collaborative relationship with Mission
working together with CarePartners to ensure a smooth transition to the
community. It is also a reflection of the high quality care and discharge
planning routinely provided by Mission,

While we work collaboratively on many levels, we also compete. Both
Mission and CarePartners offer outpatient therapy services in Buncombe
County. Through many years, we have found Mission to be a fair and
ethical competitor. Our competition is founded on quality care provision,
therefore improving patient outcomes overall in the community.

Mission serves a critical need within the Western North Carolina region. As
the sole tertiary hospital in this region, more than 50% of their admissions
come from outside Buncombe County. Many services are available in this
region due to Mission’s commitment to building a healthier community.
Mission was instrumental in bringing the medical and pharmacy schools to
our region which will have far reaching benefits to all healthcare providers.

Cleatly, the healthcare environment is rapidly changing and becoming more
competitive. Mission should have the ability and freedom to serve our

community without undue restrictions.

Thank you for the opportunity to submit comments for your consideration.

Tracy/l;janan

President & CEO

Sincerely,

imw



To: House Select Committee on the Certificate of Need Process and Related Hospital Issues

From: John Pierce, Vice Chancellor Finance, UNC Asheville
Date: October 17, 2011
Subject: Certificate of Need Process and Related Hospital issues

I am writing this letter not as the Vice Chancelior of Finance at UNC Asheville, but as a former leader of the business community in
Asheville. | cannot attend the October 20" meeting, as | am on university business in Chapel Hill. | have been the CFO of several
companies in Asheville since 1987, the first of which was Beacon Manufacturing, the nation’s largest blanket manufacturer, a
roughly $100 million company owned by billionaire David Murdock. [n the early 90’s while at Beacon, | helped organize a health
care purchasing coalition of self insured companies that contracted directly with the two hospitals in Asheville, Mission and St.
Joseph'’s through their joint contracting venture, HDI. Prior to the hospital partnership formation, an aggressive listening and public
speaking campaign was launched with dozens of area community groups. This was documented in Asheville’s All America City award
application in 1997. Asheville was one of the ten cities nationwide to win the All America City designation in 1997 and Community
Healthcare Partnerships were one of three pitlars upon which Asheville won the award.

Earlier, in 1992, a group of interested employers had gotten together with the Buncombe County Medical Society and the two
Asheville hospitals and had agreed upon a Statement of Health Care Principles for improved Health Care Cost Containment. One of
those principles was "Minimize Cost Shifting”. One of the things that we learned was the difficult payor mix, Medicare, Medicaid,
and self pay, that the local hospitals faced compared to other state hospitals, and the impact of this cost shifting on the charges to
local employers. The payor mix has gotten worse over the last almost 20 years, now close to 80% of Missian's reimbursements
come from Medicare, Medicald, and self pay. Given this payor mix, having a strong local hospital is critical for Asheville.

As a result, at the time, the employers wanted a solution that could reduce unnecessary duplication of services between the two
hospitals, the streamlining and cost reduction that could come with a merger, combined with the price monitoring that could come
with the Certificate of Public Advantage. All of these factors could lead to a significant public benefit from the two hospitals
merging. Gauging the strength of Mission today in times of declining health care reimbursements, | feel that the support for the
merger by the employers back in the 90’s was justified. This doesn’t mean that the employers didn’t continue to challenge the
merged hospitals for cost effective solutions as we moved into the last 10 years. Mission has fully complied with the COPA and has
kept its margins and charges in line with peer hospitals, and has delivered more than $86 million in savings back to the community.

Having a fair COPA and dealing with issues such as the burden of trauma care, and the ability to compete fairly for other services
that have higher reimbursement, is critical to Mission’s future. Today, there are large, well-financed health systems operating in the
region {Adventist Health System, Carolinas Healthcare, and others) which provide significant competition.

A major quality tertiary health system helps to attract and retain a quality workforce in Western North Carolina. Mission has been a
wonderful corporate citizen to this community, and the lacal nature of Mission is very important to Asheville and Western North
Carolina. Asan example, | am chair of the Finance Committee for the YMCA of Western North Carolina. The YMCA is partnering
with Mission on a program to automatically track the steps taken by Mission employees using readers installed at Mission, and the
Mission employees are getting reductions on their health care premiums by participating in the program. The program is the result
of innovative thinking on the part of both the YMCA and Mission. Over 2,000 Mission employees have signed up for the program
which has the potential to track exercise patterns and link these patterns to the health care costs of these employees, and to their
electronic medical record. This is the type of collaboration that comes with a local health care provider like Mission working closely
with leading organizations in the community.

{ appreciate the opportunity to share my views. Please contact me if you have questions.

Regards,

Wa’b ﬁ/\'a‘\’t
John Pierce

Vice Chancellor, Finance
UNC Asheville



Comments for Meeting re: COPA
October 20, 2011
By Jimm Bunch

Thank you for investing your time in this issue. My name is Jimm Bunch; | am
blessed to be the CEO of Park Ridge Health, a hospital with a 101-year history in
Western North Carolina. We have common ground with Mission and all other
providers in the area: the improved health and wellness of our community.

Baseball fans have long recognized that the higher ones payroll, the more likely it
is that a2 team will be successful over the long-run. In 2011 the Yankees had a
payroll of $202 million, the Red Sox had a payroll of $161 million. Because of
their ability to pay such high salaries, the Yankees and Red Sox have an enormous
advantage and have won seven of the last 16 World Series.

Imagine that baseball decided it was in the best interest of the game for the
Yankees and Red Sox to combine their resources. Well you say, “That is ridiculous
and would be unfair!” Exactly and yet that is what happened here in WNC. Back
in 1998, the misnamed Certificate of Public Advantage, allowed the two largest,
most successful hospitals in WNC to combine. One of the most successful Civil
War general was Nathan Bedford Forrest. When asked about his strategy he is
quoted as saying, “Get there firstest with the mostest.” When the legislature
approved the COPA in 1998, they assured Mission that they would almost always
get there firstest with the moistest. Getting there firstest with the mostest has
been very good for Mission but what about the rest of WNC? On an average day
in WNC 57% of the pts in the hospitals are at Mission. With their affiliates the
number is close to 2/3. The amazing thing is this, there’s only 1/3 of the pie left
and their appetite has not diminished.

Before | arrived in WNC, | heard of the COPA. | mistakenly assumed it provided
real protection for the citizens of WNC, | was wrong. As | read the COPA |
discovered there are some but not many real protections for our citizens.
However, allow me to read just one small section of the COPA.
“If a report, or the Department of Health & Human Services, indicates that
the future survival of any one of the other general acute care hospitals in
the region is in jeopardy, Mission Health will be requested to evaluate the




situation and report to the Div. of Facility Services . . .” (P. 30 Amended
COPA & P. 21 of 2™ Amended COPA)

You talk about the fox guarding the hen house. It's as if the state is saying, “If the
local Ford dealer is in danger of going out of business, we'll ask the local Chevy
dealer to investigate and provide a report.” This one forces one to wonder who it
was who originally wrote the COPA.

Under the circumstances in which we find ourselves, the COPA is the right vehicle;
it simply needs to be changed to reflect the realities of our current healthcare
environment.

Graham did a very effective job painting a picture of Mission’s expansion across
WNC. Here is the irony of the situation. We need Mission to be strong just not at
the expense of all the communities throughout WNC, not by strangling healthcare
throughout WNC and funneling more and more care to Buncombe County.
Hospitals are generally huge financial engines for communities. Not only is
healthcare being strangled but economic activity is shifting to Buncombe County
also, from communities that can’t afford to lose another job.

We believe in competition and love to compete. However, WNC should be
competing against an entity with the advantages Mission had before the COPA,
not the one with the extraordinary advantages they have because of the COPA.
Either they are a monopoly or they are not. If they are, they should be treated as
such and regulated as such. Mission should not be able to have it both ways.

Allow me to conclude my remarks with a couple quotes.

In 2005, Joe Damore, CEO of Mission stated, “We’re almost like a utility rather
than a hospital.” March 2005 BusinessNC.com. | would remove one word
(almost) and I'd agree with Joe Damore, because of the advantages the COPA has
afforded to them they are really a utility and should be treated as such.

August 4, 2004 The Asheville Citizen-Times headline read “McDowell Hospital to
join with Mission”. In the article, then CEO Bob Burgin was quoted as stating,
“The agreement allows Mission to expand its referral network” and “prevent
another provider from entering a local market.” | believe what Mr. Burgin was



saying is, ‘we like the healthcare landscape and want to do all we can to keep
anyone from challenging Mission in WNC.’

In June 2009, a letter was sent from 12 physician groups to the board of Mission
Hospital. The letter described the then current CEO as preferring “control and
domination” instead of “partnership and collaboration”. The question must be
asked, since that letter was sent has Mission changed? Are they now moving
aggressively into all parts of WNC in a spirit of collaboration or domination? That
ultimately is what you must decide. | have my opinion and Mission has theirs.
Fortunately the only opinion that matters is yours.



Introduction:

Good evening. My name is Graham Fields and I'm grateful for this opportunity to
address such a distinguished group of legislators. As a former Western State
Director for US Senator Elizabeth Dole, I know firsthand the vital role our state
legislature plays to solve problems impacting the citizens they represent and how
legislators are sometimes called upon to address issues when another branch fails
to meet its responsibilities.

Simply put, we are here today because we believe the State of North Carolina has
failed to fully enforce and manage the Certificate of Public Advantage (COPA) it
entered into with Mission Health System in 1995.

I'm here this evening representing the Western North Carolina Community
Healthcare Initiative—a grassroots group of physicians and healthcare providers
who have been impacted by Mission’s actions and the State’s lack of oversight.

The group’s goal is simple: to modify the existing COPA to better reflect the
region’s rapidly changing healthcare landscape and extend it to Mission’s true
service area.

Mission spent a lot of time talking about itself and extolling its own virtue. What
you didn’t hear is what it’s like for patients, physicians and providers living in the
shadow of a monopoly.

Truthfully, I agree with much of what Mission said about its work in the region.
We have never questioned whether Mission is a good hospital. In fact, I believe
Mission is an excellent hospital, but simply being a quality provider does not
exempt an organization from basic anti-trust laws or excuse predatory behavior.

A benevolent dictator is a dictator nonetheless.

On the surface, Mission’s comments appear to be a glowing overview of the
hospital system’s contributions to our community, but just below the surface,
they may be a veiled threat—a threat to this commitiee, our community
and other healthcare providers.

Listen carefully to what they’re saying. I believe the true message might actually
be: “We’ve made all of you dependent upon us. We're too critical to this region for
you to even dare consider the necessary modifications to preserve choice and
competition in the region”

Mission has actually suggested that you consider scrapping the COPA altogether.
Should any of be surprised that a monopoly would ask for nothing short of
everything? Instead of thoughtfully exploring ways to collaborate with other
providers, Mission has devoted its considerable resources to ensuring that it is
never challenged and the State never truly investigates its activities under the
COPA.



This is what happens when monopolies go unchecked and I don’t
think it’s the intention of this committee to further empower a
monopoly.

If Western North Carolina were a normal healthcare market, I would agree with
Mission that competition should dictate future expansion, affiliation and
acquisition. But this is not a normal situation.

Free markets should be free of monopolies and coercion.
Unfortunately, Western North Carolina seems to have both.
Mission is a monopoly.

You don’t have to take my word for it. That’s what Mission’s Director of
Marketing said at conference in Arizona recently.

Listen as she shares her thoughts on Mission’s market position:

"There was a lot of talk about the fact that we are a monopoly, and we
are. We're kinda the five hundred pound gorilla in Western North
Carolina"

Let’s hear that statement one more time.
I think that quote speaks for itself.

I also mentioned that coercion may have been introduced into the Western
North Carolina healthcare market.

Recent public comments from hospital leaders exploring a possible joint-venture
with Mission clearly reflect how local providers feel they have no choice but to
acquiesce to Mission Health System.

Pardee Hospital Board Chairman Bill Lapsley shared the following comment in a
presentation to the Henderson County Board of Commissioners:

“If Pardee does not participate in this project (the proposed county-
line facility), Mission will proceed on its own and attract Pardee’s
existing patients.”

New Pardee CEO Jay Kirby volunteered the rationale for ultimately exploring this
project in comments shared with a local Rotary club and the Henderson County
Board of Commissioners.

As you listen, please keep in mind that Mr. Kirby is a seasoned healthcare
executive and Pardee Hospital is the second largest hospital in Western North
Carolina.



“He who holds the gold makes the rules and Mission holds the gold.”

“Rest assured, if Mission Hospital wants to own Pardee Hospital, it
will, and if it (Mission) wants to own Park Ridge Hospital, it will, I¢’ll
take its $550 million, buy up the physicians in the area and open up
retail outlets and send everything back to Asheville.”

“No matter what I say, no matter what Mr. Bunch (CEQ of Park Ridge)
says, no matter what these fine folks in this commumnity say, Mission
Hospital is going to build a building with or without endoscopy.
Period.” (1:52)

“I would rather join someone (Mission) who has $550 million than
compete against someone who has $550 million.”

I think these comments really tell the story. This unmodified COPA has all but
removed true competition from our market.

Physicians:
Area physicians have also been profoundly impacted by Mission’s actions.

You might ask yourself, if so many providers have been negatively affected by
Mission’s aggressive behavior, why more physicians aren’t with us tonight to
share their experiences. The simple reason is fear.

For many area doctors Mission is both the poison and the pathology—a fierce
competitor that is both the only place to practice and the only back-up plan for
possible employment. To speak out against Buncombe County’s only hospital
would be akin to drilling a hole in their lifeboat.

The unfortunate reality in the region is that the more physicians become
dependent on Mission for survival, the more patients in the area
become dependent on Mission for survival and that’s an unhealthy
equation indeed.

Patients:

The truth is, this whole discussion comes down to patients—the people who live
here.

Mission’s activities are not just squelching completion in the region, they are
potentially endangering patients.

Area hospitals not owned by or affiliated with Mission Health System recently
received a disturbing letter informing them that Mission—the region’s tertiary
care provider—will no longer offer its lab to assist with complicated blood
matching cases.



Local hospitals will now be forced to send these samples to Charlotte or
Greenville, potentially forcing very ill patients to wait days for surgery.

Judging from this letter, Mission appears comfortable to severely inconvenience
patients in a poorly veiled attempt to punish competitors and reward allies.

Closing:

The fact is, you don’t have to be an attorney, an economist or an accountant to
know how Mission’s government-sanctioned monopoly impacts our lives.

The COPA is vital to protecting patients, physicians and hospitals in the area.

In preparation for today’s meeting, Mission’s website and social media outlets
challenged the community to: “imagine Western North Carolina without Mission
Children’s Hospital, the neonatal intensive care unit (NICU) and Mission’s
MAMA helicopter,” implying that true compliance with the COPA would mean
the region loses vital, beloved institutions.

These assertions are patently untrue—scare tactics designed to mask the real
issue and confuse the public.

Mission sought this COPA to avoid federal anti-trust violations and it was
understood that it would evolve over time as the region’s healthcare landscape
changed. The process of examining and potentially updating this critical contract
with the people of this region should be a healthy process for Mission and the
community.

Contrary to Mission’s assertion, the COPA has not outlived its usefulness;
in fact, it has only outlived their usefulness.

We have an opportunity to reexamine the COPA and ensure that the “advantage”
it provides shifts from Mission back to the patients of Western North Carolina as
it was originally intended.

Our humble request is that this committee would simply consider mod{fyjing
the exiting COPA to better reflect Western North Carolina’s rapidly changing
healthcare landscape and then extending it to Mission’s entire service area.

Several years ago, I was lucky enough to have my water heater explode. I hope
none of you have had this experience. Water was gushing from a huge hole in the
tank and the ensuing flood threatened to destroy all my prized treasures in the
garage. I still remember my panicked call to a plumber. In my frenzy to bail
water, I forgot the most important step. He reminded me to turn the water aff.

When you consider the COPA, please don’t forget to turn the water gff while
you study this important issue. Mission is moving rapidly to complete a series of



committee. Please ask them to pause these projects until they can be evaluated

aggressive expansion projects in the region to avoid the scrutiny of this
‘ under a newly modified COPA.



Good evening and thank you for the opportunity to speak. My name is Brian
Quaranta. | am a board-certified radiation oncologist with 21st Century Oncology, and |
have been practicing in this area since 2005. | am on the medical staff at Mission
Hospital, have had good relations with them, and believe that a strong Mission Hospital
is important for our community.

| also believe that it is vitally important for our community to have high quality
cancer care available at local facilities throughout western North Carolina. This is my
area of expertise and is where | will concentrate my remarks.

Most people in attendance will have someone close to them who has undergone
treatment for cancer. As you may know, there are three primary ways to treat cancer,;
surgery, chemotherapy, and radiation therapy. Surgery is typically a single event, and
chemotherapy schedules vary considerably, but radiation is notable for requiring
multiple treatments on a daily basis; typical schedules would be anywhere from 10 to 45
treatments given over 2 to 9 weeks, Monday through Friday. Side effects vary
depending on the area being treated, but can include nausea, skin reactions, diarrhea,
and fatigue, among other problems. Many patients are also in significant pain as a resulit
of their iliness. As you can imagine, patients who are suffering from their iliness and
from side effects do not want to add a lengthy commute to their daily plans.

Prior to moving to Asheville, | was on the faculty of Duke University Medical
School. The Duke radiation oncology department recognized the need for quality care
in local communities, and while | was there | would make trips out to Raleigh,
Henderson, and even Martinsville, VA, to provide care at our local clinics in those areas.
Part of the appeal of the WNC 21st Century Oncology practice was that there was a
similar model in place. We provide radiation at seven facilities throughout Western North
Carolina.

[[show map]]

Each of these cancer treatment centers was developed with the support of the
local hospital and physicians. Our practice has installed state-of-the-art equipment in
each of these centers, enabling patients to receive carefully targeted radiation delivered
with a high degree of precision. These centers are equipped to equal or exceed the
technology available at any other center in the area.

My six years of practice in this area have only reinforced my impression of how
important it is to make radiation treatment available locally. | was surprised to find that
patients in this region are even more concerned with travel than in my previous
experience. Many of our patients are elderly and find the steep and winding roads
treacherous to drive on, and snowy winters make lengthy daily travel particularly
concerning. Other patients are unable to drive and have to rely on family members who
are working to take them to their treatments; still others are doing well enough that they
can work themselves, as long as they can make the time to fit the treatment in. All of
these problems are greatly reduced by making treatment available as close as possible



to the patient. If an extra hour of drive time in each direction is added, the daily grind of
radiation can become too difficult, and patients can miss out on important cancer
treatment.

While it may seem obvious, actual scientific data supports these assertions.
Studies published in Cancer Causes & Control in 2006, and the Journal of Clinical
Oncology in 2005, demonstrated that living more than 20 miles from a radiation
treatment center was a frequent cause for women with breast cancer to choose a full
mastectomy over the generally preferred treatment of lumpectomy plus radiation, or to
avoid needed radiation after a lumpectomy. In another study, conducted by physicians
from Harvard Medical School, they concluded:

“Oncologists must be cognizant of the potential barrier to quality care that is posed by travel
distance, especially for elderly patients; and policy makers should consider this fact in resource
allocation decisions about radiation treatment centers”

Finally, | want to mention that our multiple centers allow us to provide local care for
our veterans. We are the provider of radiation therapy care for the Asheville VAMC,
which draws oncology patients from a very large area. Our local presence allows
patients who travel long distances to Asheville for their diagnosis, to receive their
treatment close to home. In times when so many are struggling economically, and
gasoline costs over $3.00 per gallon, | cannot overstate how important this is to our
patients. ‘

As you know, Mission hospital has recently completed construction of a new $59
million cancer center. You are also probably aware that the new center has caused
considerable controversy among our community’s physicians on a number of fronts.
From our perspective, one concern is that the development plan stated that the
radiation oncology department was to be the economic driver of the cancer center. Itis
difficult to understand how such a large project could be funded primarily by the
radiation department without bringing in many patients from the outlying communities.

Having practiced in these communities, | know how grateful the patients are to be
able to have their treatment done locally. Most would not voluntarily choose to come to
Asheville each day for treatment. And if there was some plan in place for diverting
these patients to the new Mission cancer center, the decreased patient volume would
create a considerable threat to our small local centers, very possibly forcing closure of
some or all of them; a circumstance which would remove even the option for patients to
receive care locally, and would inevitably lead to some patients missing out on vitally
important care.

Ladies and gentlemen, academic studies as well as common sense support the
notion that it is important for patients to have access to radiation treatment in their local
community. Patients in Western North Carolina are fortunate in that they already have a
large network of local centers, where well trained physicians provide high-quality
radiation therapy using cutting edge technology. While this situation is beneficial, it is



also delicate, and | urge you to consider the preservation of local cancer care to be an
important goal in your decision making process. Thank you for your time.



Good evening. My name is Gail Cummings and I am a Western North Carolina
Regional Administrator for 21st Century Oncology. I have worked for the
company for thirty-four years and I am also a Registered Radiation Therapist.
Previously I was the Technical Director for all our US operations. One of my
responsibilities was to go to our various sites to open new locations so I have
treated cancer patients in our facilities throughout the country. I also have
significant experience in the business side of the delivery of cancer services.

My purpose in speaking this evening is to be certain that you are aware of the
repercussions to our cancer patients who live outside of Buncombe County, which
will develop over time with the opening of the Mission cancer building. This fifty-
nine million dollar building, equipment and staff cannot be supported by the cancer
patients that live in Mission's primary service area of Buncombe and Madison
County. Cancer patients from throughout the Western North Carolina region will
have to be drawn away from their communities to meet the financial demands of
operating such a facility. This will be accomplished through slick marketing
campaigns and the strategic placement of Mission's "fraternity physicians" who
will funnel the patients to Asheville, bypassing quality treatment in their local
communities.

Cancer patients face great difficulty when they do not have a radiation treatment
facility in their local community. In my experience and the company's experience,
cancer patients will opt for no treatment or a reduced course of treatment if they
have to travel farther than 20 miles away from home. Dr. Quaranta has previously
noted peer reviewed studies that support this conclusion. This is particularly true if
the region is mountainous or if the winter climate is harsh as it is in our Western
North Carolina region. An average treatment course is administered five days a
week for anywhere from a two to nine week period. The patient's are often already
weakened, many are elderly and many have recently finished a course of
chemotherapy. This makes it difficult for them to drive themselves, so often
family members have to miss work to bring them. The travel time and distance to
treatment also increase expenses. A younger patient with a family cannot take the
extra time from work or parental responsibilities to travel outside their community
for treatment. In fact, patients treated at our seven centers often ask if we can
bring a treatment facility even closer to their homes.



Healthcare is local and should remain that way. Our facilities have the most
advanced accelerators, on site medical physicists, nationally recognized in-house
systems for quality control, dedicated Board Certified physicians and registered
staff, all at a location convenient for the patients. However, all seven of these local
cancer treatment facilities are at risk for closure if Mission continues with its stated
operational plan. Mission should not be allowed to prey on our regional cancer
patients and use them as the financial engine to pay for the cancer building that has
little to no support from the cancer specialists in the area. It is time for the State to
supervise the COPA and take an in-depth look at the monopoly they have created.

On behalf of 21st Century Oncology and cancer patients from throughout the
region, I want to thank you for your commitment and dedication to this task.

Thank you.



I would like to speak with you this evening about Mission's abuse of the COPA
(Certificate of Public Advantage), a law that was enacted at their request to protect

‘ the citizens of WNC from monopolies and high medical prices. We would not be
here if they had not broken their pledge and trust to the people of WNC. Dr. Greg
Vistnes, a noted economist who was hired at the request of Mission, also believes
they have played a shell game, telling everyone about their low charges while
receiving high reimbursements.

My name is Nathan Williams, MD. I have practiced Gyn Oncology for 28 years at
Mission Hospital. I started Hope Women's Cancer Center in 1991. Our practice has
6 physicians, 92 employees and treated over 900 new patients with cancer this past
year. I have been intrinsically involved in the insurance aspects of our practice and
the business of medicine. I know how hard it is to build up reserves and make
capital purchases if you are a hospital or medical practice in North Carolina. Yet
Mission has made hundreds of millions of dollars, using it to purchase land,
buildings, and hospitals. How can they do that with a 4 to 5 % margin on their
business as they report? However, there is only one issue tonight that is important
....... that is the violation of the COPA by Mission Hospital. The monies they have
garnered have been from the toil and sweat of the average working citizen and the
multiple small businesses of WNC.

‘ Dr. Vistnes, the economist, notes that the State gave Mission a significant
monopoly with unprecedented access to power in WNC. Over time they have felt
that they have the right to compete like other large medical systems in the state.
They tell everyone "we need to merge to survive" and that is not true. Mission
Hospital is not like any other hospital in North Carolina. By being a monopoly and
also having made a pledge of public trust called the COPA, they have promises to
keep. They do not have the right to act like the Carolina's Medical System or
Novant.

4
\

According to Dr. Vistnes they have been incentivize to circumvent the safe guards
in the COPA in a number of ways. One is by negotiating higher payments from
insurers. It appears they have a special deal with Blue Cross that allows them to
collect a higher percent of dollars than Physicians and other hospitals in our region.
All of us know in the business of medicine that it doesn't really matter what you
charge. The real issue is "THE DOLLARS YOU COLLECT". You can submit a
lower charge but if your contract allows you to collect a higher percent, you make
more money. Rather than reporting this windfall Mission just increases its
spending and acquisitions looking as if they do have only a 4 to 5 % margin. These
. extra dollars have come from the pockets of the people of WNC. It has allowed



Mission to build an unprecedented empire at a rapid rate, at the direction of the
board and at the expense of our patients.

It also appears they may have violated the percentage of MDs they are allowed to
employ or have exclusive contracts with. Mission physicians rely on referrals. In
the past it was a benevolent relationship with the region's hospitals and providers.
Over time they became greedier wanting not only the patients with specialized
needs but they wanted all the patients who are the very life blood of a small
hospital or a private practice. Mission has a powerful incentive to employ as many
physicians as it can to make sure its services are kept as busy as possible. I and
others have been told a number of times ...that once Mission owns enough
practices in the region...those of us in private practice will not be able to survive. I
agree with them on this. Let me repeat that. I and others have been told a number
of times. ...that once Mission owns enough practices in the region...those of us in
private practice will not be able to survive. I agree with them on this.

Mission has told my group that they can increase our reimbursement by as much as
20% if we join them. At the same time, Mission has vigorously sought to reduce its
payments to physicians in private practice. This is a laudable goal if the ultimate
purpose is to reduce the cost to the patient, but I have seen no evidence that is the
case. Dr. Vistnes says that Mission cannot force any physician into an employment
relationship, but this is not really true. Mission uses a "Carrot and Stick" approach,
which is a powerful incentive for many physicians in these times of decreasing
reimbursements to their practices. The "Carrot" is the prospect of higher
reimbursement and the "Stick" is the threat of lost patient referrals due to Mission's
expansion into Buncombe, Madison, Yancey, Mitchell, Transylvania, Henderson,
Graham and McDowell Counties.

Hopes story: We met a few years back with the former CEO of Mission, in hopes
that we could develop a better relationship that was less destructive to our practice.
As we talked I mentioned the amount of money we had invested in fighting with
Mission over CON issues. He stated that there were some issues we would always
compete over... I asked him how he would feel if we opposed his CON application
for a new outpatient facility he was planning at the Buncombe - Henderson county
line. He paused and told me and my group he would "CRUSH US". I said we
would still consider it. He said he would bring in GYN Oncologists to compete
with us. He made it crystal clear that anyone who attempted to challenge Mission
or compete with Mission would pay a price. With the Mission Board's support he
was a man of his word. They defeated our Declaratory filling for a PET/CT and
MRI at our office in 2008 and they have continued their plan to monopolize



oncology services by recently completing their Cancer Center in spite of the many
concerns raised by the Oncologists and other physicians. The committee may
wonder why has Mission not been challenged more during the years? Mission has
far deeper pockets than any of us providers, so that they are able to outspend any or
all of us because the violation of the COPA has lined their pockets.

With the recent association between the University of North Carolina and Mission,
we have real concerns that the added payments from the government will place on
all of us.....patients, businesses and private practice physicians alike at an even
greater disadvantage.

The State of North Carolina has an important role and responsibility to supervise
Mission's conduct because of the COPA. They cannot just allow them to let the
COPA go away. They have made and broken promises to the people of WNC.
There has been significant harm done already. The State has not been supervising
Mission under the COPA. Dr. Vistnes' report contains a number of useful
recommendations that purposefully have not been implemented by Mission. These
recommendations would help in a small way, to level the playing field for those
providers who have had to operate under a more restrictive set of rules. I would
recommend that the State adopt all of these recommendations as well as maintain
the 20% physician cap which I believe should also expand to other counties to
protect consumers and small business. If the COPA is not enforced or is allowed to
go away, we, the citizen of WNC, will have been done irreparable harm by
allowing this state sanctioned monopoly to continue.

I want to thank you all for allowing me to speak this evening and I want to thank
the committee for taking on this most important task of true over sight of the
COPA.

Nathan E. Williams, MD
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Abstract

Objective Current standards of care for early-stage breast
cancer include either breast-conserving surgery (BCS) with
post-operative radiation or mastectomy. A variety of fac-
tors influence the type of treatment chosen. In northern,
rural areas, daily travel for radiation can be difficult in
winter. We investigated whether proximity to a radiation
treatment facility (RTF) and season of diagnosis affected
treatment choice for New Hampshire women with early-
stage breast cancer.

Methods Using a population-based cancer registry, we
identified all women residents of New Hampshire diag-
nosed with stage I or 11 breast cancer during 1998-2000.
We assessed factors influencing treatment choices using
multivariate logistic regression.

Results New Hampshire women with early-stage breast
cancer were less likely to choose BCS if they live further
from a RTF (P < 0.001). Of those electing BCS, radiation
was less likely to be used by women living >20 miles from
a RTF (P = 0.002) and those whose diagnosis was made
during winter (P = 0.031).
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Conclusion Our findings indicate that a substantial frac-
tion of women with early-stage breast cancer in New
Hampshire receive suboptimal treatment by forgoing
radiation because of the difficulty traveling for radiation in
winter. Future treatment planning strategies should con-
sider these barriers to care in cold rural regions.

Keywords Breast cancer - Breast-conserving surgery
Geographic factors - Radiotherapy - Season

Introduction

Most women with early-stage breast cancer have a choice
between two roughly equivalent treatment options: either
breast conserving surgery (BCS) followed by radiation
therapy (RT), or a modified radical mastectomy (MRM) [1,
2]. Both approaches have been shown in randomized
clinical trials to result in similar long-term survival [3-6].
BCS without subsequent radiation carries an increased risk
of local recurrence, and current guidelines recommend
against this approach [2].

Previous studies have shown that the use of BCS and
post-operative radiation is influenced by age [7-10], psy-
cho-social factors [11-13], and hospital characteristics
[14-17]. Ease of access to treatment may also affect
treatment choice for rural patients with cancer [12, 18-21].
Geographic factors, particularly proximity of treatment
facilities to patients’ residence may play a role in treatment
choice for rural patients with cancer. In a study of lung
cancer patients in New Hampshire and Vermont, Green-
berg et al. [18, 19] found that patients living further from a
radiation therapy unit were less likely to receive radiation

. for their disease.
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We assessed whether distance from a radiation treatment
facility (RTF) and season of diagnosis affected choice of
treatment among women with early stage breast cancer in
New Hampshire, a state with a largely rural population [22]
and which is noted for severe winter weather [23]).

Materials and methods
Data collection

We identified women for study from the population-based
New Hampshire State Cancer Registry (NHSCR). This
statewide cancer surveillance program collects information
on cases of in situ and invasive cancers seen and/or treated
in the 27 hospitals and by other health care providers in
New Hampshire and also receives data for state residents
with cancer who are cared for in the three adjacent New
England states, as well as Florida, New York, and other
states with cancer registries. The quality of case reports and
the case completeness of data meet standards set by the
North American Association of Central Cancer Registries
(NAACCR) [24]. Our study population consisted of all
women residents of New Hampshire who were diagnosed
between 1 January 1998 and 31 December 2001 with breast
cancer histology and morphology codes 8500-8543 defined
by ICD-O-2 for cases diagnosed in 1998-2000 and ICD-
0-3 for cases diagnosed in year 2001. We excluded women
diagnosed at autopsy or identified only through death
certificates. The American Joint Commission on Cancer
(AICC) staging group was used to classify cases by stage.
Each case had either a pathologic or clinical AJCC stage
group, and these were pooled into a combined stage group.
Cases were defined as early-stage if the AJCC stage group
was I-IIB (Fig. 1).

The treatment types studied were first course of surgery
and radiation. Surgical treatment was categorized as BCS
and non-BCS, regardless of whether axillary lymph node
dissection was performed. BCS included partial mastec-
tomy, nipple resection, lumpectomy, re-excision, wedge

resection, tylectomy, quadrantectomy, and segmental and
subcutaneous mastectomies. Non-BCS consisted of total/
simple, radical and extended mastectomies. Only the most
definitive surgical treatment within each type was consid-
ered. For example, if a patient had both BCS and non-BCS,
the non-BCS was considered to be the most definitive. We
collected information about possible predictors of treat-
ment choices, including patient residence, date of diagno-
sis, marital status, age, presence of multiple primary
cancers, and tumor stage and size. We classified the season
of diagnosis as winter (December-February) or non-winter
(March-November). Marital status was defined as married
or unmarried (single, separated, divorced, or widowed). We
defined women as having their first primary cancer (se-
quence 00 or 01) or multiple primaries (sequence 02-04)
based on data in the registry.

Proximity of residence to radiation therapy facilities

We identified all facilities providing radiation treatment in
New Hampshire (5), Maine (5), Massachusetts (30) and
Vermont (3) during the years 1998-2001 [25-28]. Each
facility and the addresses of the patients were geocoded by
Geographic Data Technology (GDT) of Lebanon, NH to an
exact street address (n = 2292; 80.1%), or to the zip code
centroid if only a post office box or rural route address
(n = 569; 19.9%) was provided. The shortest straight-line
distance to a RTF was estimated for each case [29]. Of the
38 candidate RTFs, 9 were the nearest to at least one
patient in the study (5 in NH, 3 in MA, and 1 in ME).

Statistical analysis

We performed simple descriptive analyses for all variables
as well as tabulations of their treatment choices. We used
univariate analyses (chi-square) to test the variables for
statistical significance in relation to BCS and post-BCS RT.
We then calculated odds ratios and 95% confidence inter-
vals with multiple logistic regression to identify factors that
determine treatment choices for women with early-stage

Fig. 1 Choice of treatment Study Population
among New Hampshire women
diagnosed with early-stage -
breast cancer in 1998-2001. Early StageNI:;;a:‘t Cancers
*Includes only New Hampshire
women identified as having had
surgical treatment
Breast Conserving Surgery Non-Breast Conserving Surgery
N=1883 (66%) N=978 (34%)
Radiation Therapy No RadiationTherapy
N=1488 (79%) N=385 (21%)
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breast cancer. Statistical analyses were performed using
SPSS for Windows version 11 [30] and SAS statistical
software [31].

Approval for the study of human subjects

This study was reviewed and approved by the Institutional
Review Boards of Dartmouth College and the University of
New Hampshire. Authorization was also granted by the
State of New Hampshire, Department of Health and Hu-
man Services, Office of Community and Public Health,
Bureau of Health Statistics and Data Management.

Results

The mean age of patients was 61 years (range 24-101).
The mean distance between patient residence and the
nearest RTF was 15.1 miles (range 0.1-89.9; median 13.9).
Almost one quarter of patients lived 220 miles from the
nearest RTF. Of the 1,883 (65.8%) women who were

treated with BCS, 79% received post-operative RT. Of the
978 (34.2%) women who had non-BCS, 17.8% also had
RT. Overall, 1,662 women (58.1%) had RT as part of their
initial therapy.

In univariate analyses the shortest distance to a RTF
(P < 0.001), smaller tumor size (P < 0.001), lower stage
(P £0.001), first primary cancer (P < 0.001), and age 75
or older (P = 0.001) were all predictors of women under-
going BCS. Diagnosis in the winter (P = 0.740) and mar-
ital status (P = 0.188) were unrelated to the choice of BCS.
Even so, we included these two variables in our multi-
variate regression analysis given their relevance to this
study.

In the multivariate model, we confirmed that women
were less likely to have BCS with increasing distance from
residence to RTF (P < 0.001), higher stage disease
(P £ 0.001), increasing age (P = 0.003) or previous pri-
mary cancer (OR = 0.56, 95% confidence interval [CI]
0.45-0.71). Diagnosis in the winter (P = 0.907) and marital
status (P = 0.551) remained unrelated to the choice of BCS
(Table 1). Interactions between distance and the patient’s

Table 1 Factors predicting BCS in 2795 New Hampshire women diagnosed with early-stage breast cancer in 1998-2001

Total BCS Non-BCS Adjusted OR (95% CI)* p value
No. % No. % No. %

Age at diagnosis 0.003

<44 349 100.0 219 62.8 130 372 1.00

45-54 670 100.0 457 68.2 213 31.8 1.11 (0.83-1.47) 0.480

55-64 598 100.0 427 714 171 28.6 1.30 (0.97-1.74) 0.082

65-74 637 100.0 402 63.1 235 36.9 0.83 (0.62-1.10) 0.195

275 541 100.0 337 62.3 204 377 0.86 (0.64-1.17) 0.347
Marital status®

Married 1,776 100.0 1,190 67.0 586 33.0 1.00

Not married 1,019 100.0 652 64.0 367 36.0 0.95 (0.79-1.13) 0.551
Primary sequence

Ist primary 2,429 100.0 1,635 67.3 794 327 1.00

Subsequent primary 366 100.0 207 56.6 159 434 0.56 (0.45-0.71) <0.001
Distance (mi.) <0.001

0to <20 2,089 100.0 1,426 68.3 663 31.7 1.00

20 to <40 546 100.0 324 59.3 222 40.7 0.65 (0.53-0.79) <0.001

40 to <60 130 100.0 79 60.8 51 39.2 0.77 (0.52-1.12) 0.176

260 30 100.0 13 433 17 56.7 0.31 (0.15-0.65) 0.002
Time of Year—Dx

Non-winter 2,103 100.0 1,388 66.0 715 34.0 1.00

Winter 692 100.0 454 65.6 238 344 1.01 (0.84-1.22) 0.907
Tumor size (cm)® 0.133

<l 669 100.0 486 72.6 183 274 1.00

[to <2 1,213 100.0 863 71.1 350 289 1.01 (0.81-1.26) 0.915

2to <5 858 100.0 472 55.0 386 45.0 0.87 (0.65-1.17) 0.370

25 55 100.0 21 382 34 61.8 0.49 (0.26-0.92) 0.027
Stage at Dx <0.001

| 1,700 100.0 1,244 73.2 456 26.8 1.00

1A 747 100.0 451 60.4 296 39.6 0.57 (0.45-0.72) <0.001

0B 348 100.0 147 422 201 57.8 0.28 (0.20-0.39) <0.001

Note: In this analysis there was no significant interaction between the distance variable and the patient’s age
2Qdds ratios (OR) and 95% confidence intervals (Cl) calculated using multiple logistic regression analysis, with all variables included
5Cases with unknown marital status (n = 58) and unknown tumor size (n = 8) excluded for the logistic regression model
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age, and distance and winter diagnosis were not significant
predictors in the model.

Following BCS, 395 women did not have RT; among
this group, 22% (n = 87) had adjuvant chemotherapy, and
23% (n = 90) had adjuvant hormonal therapy. Univariate
analysis showed that post-BCS RT was less likely in wo-
men diagnosed in the winter (P = 0.019) and those living
further from the RTF (P < 0.001). Married women and
women with no history of were also less likely to have RT
(P < 0.001). Among women choosing BCS, stage did not
affect whether they defaulted from RT (P = 0.962).

Using the same variables, we developed a multivariate
logistic regression model for women who had BCS
(Table 2). Patients were less likely to have radiation after
BCS with increasing distance from residence to RTF
(P = 0.002); diagnosis in winter months (OR = 0.75, 95%
CI 0.57-0.97); age 275 (OR = 0.41, 95% CI 0.27-0.63);
unmarried status (OR = 0.65, 95% CI 0.50-0.83); previous
primary cancer (OR = 0.60, 95% CI 0.43-0.84), or tumor
size 2-5 ¢cm (OR = 0.76, 95% CI 0.50~1.17). There was no

statistically significant interaction between distance and
age or distance and winter diagnosis.

Discussion

Our study confirms previous findings that the choice of
BCS may be influenced by the distance a patient lives from
the nearest RTF [12, 20, 21]. We also found that, among
women treated with BCS, those diagnosed during the
winter months and those living more than 20 miles from a
RTF were less likely to receive post-operative radiation.
The use of BCS without radiation may put women at in-
creased risk of recurrence [6] and lower survival [32].
However, the choice of treatment may not be completely
clear-cut, especially for women over 70 who also receive
adjuvant treatment [33-35].

One previous report, based on older women in 10
northern states, assessed the effects of season on therapy
choice in breast cancer and noted no association overall

Table 2 Factors predicting RT following BCS in 1842 New Hampshire women with early-stage breast cancer in 1998-2001

Total RT No RT Adjusted OR (95% CI)* P value
No. % No. % No. %

Age at diagnosis <0.001

<44 219 100.0 178 81.3 41 18.7 1.00

45-54 457 100.0 393 86.0 64 14.0 1.40 (0.90-2.18) 0.131

55-64 427 100.0 364 852 63 14.8 1.41 (0.90-2.19) 0.131

65-74 402 100.0 330 82.1 72 17.9 1.17 (0.75-1.82) 0.483

275 337 100.0 198 58.8 139 41.2 0.41 (0.27-0.63) <0.001
Marital status®

Married 1,190 100.0 997 83.8 193 16.2 1.00

Not married 652 100.0 466 715 186 28.5 0.65 (0.50-0.83) 0.001
Primary sequence

Ist primary 1,635 100.0 1,322 80.9 313 19.1 1.00

Subsequent primary 207 100.0 141 68.1 66 319 0.60 (0.43-0.84) 0.003
Distance (mi.) 0.002

0to <20 1,426 100.0 1,156 81.1 270 189 1.00

20 to <40 324 100.0 246 759 78 24.1 0.71 (0.52-0.96) 0.025

40 to <60 79 100.0 55 69.6 24 30.4 0.51 (0.30-0.87) 0.013

260 13 100.0 6 46.2 7 53.8 0.24 (0.07-0.78) 0.017
Time of Year—Dx

Non-winter 1,388 100.0 1,119 80.6 269 19.4 1.00

Winter 454 100.0 344 75.8 110 24.2 0.75 (0.57-0.97) 0.031
Tumor size (cm)® 0.002

<1 486 100.0 377 77.6 109 224 1.00

1to <2 863 100.0 714 82.7 149 17.3 1.47 (1.10-1.97) 0.010

2to <5 472 100.0 355 75.2 117 24.8 0.76 (0.50-1.17) 0212

25 21 100.0 17 81.0 4 19.0 1.13 (0.34-3.78) 0.839
Stage at Dx 0.542

I 1,244 100.0 990 79.6 254 20.4 1.00

1A 451 100.0 356 789 95 21.1 1.15 (0.80-1.66) 0.454

1B 147 100.0 117 79.6 30 204 1.36 (0.78-2.38) 0.279

Note: In this analysis there was no significant interaction between the distance variable and the patient’s age

20dds ratios (OR) and 95% confidence intervals (CI) calculated using multiple logistic regression analysis, with all variables included

bCases with unknown marital status (# = 37) and unknown tumor size (n = 4) excluded for the logistic regression model
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between season and treatment received [36]. However, in
three of these states (New Hampshire, Vermont, and South
Dakota), the proportions of women having BCS were
substantially lower in winter than summer. The effect of
season on choice of RT in these three states was not
specified. Another study by Greenberg et al. reported that
New Hampshire and Vermont lung cancer patients diag-
nosed in January and February were more likely to be re-
ferred to a university cancer center for treatment, and that
referral was more likely in winter only if the patient lived
within 25 miles of a cancer center [19]. Possible reasons
for the decreased use of BCS and/or RT among early-stage
breast cancer patients living further from a RTF include
women’s perceived access to care [20], regional practice
patterns [21], access to transportation [36], and socioeco-
nomic status [37].

A strength of our study was its use of a large population-
based sample from the New Hampshire State Cancer Reg-
istry. However, we did not consider other types of treatment
(i.e. axillary lymph node dissections, chemotherapy, and
hormones), which in conjunction with certain clinical indi-
cators, are all incorporated into the treatment guidelines.
Additional limitations of the study relate to the procedures
used by NHSCR to collect data. Most cases are reported to
the registry within 6 months of diagnosis. Because the stage
of cancers is generally determined at the time of the most
definitive surgery, we would have misclassified stage if
additional staging information was obtained after surgery. It
has been reported that RT information may be incomplete in
central registries {7, 38]. We would have misclassified the
use of radiation if there was a significant delay before the
course of radiation was given, for example, if patients in
remote locations diagnosed during winter preferred to defer
their treatment until spring.

Our estimate of straight-line distance to the nearest
RTF only approximates the true travel distance, and
estimates based on post office boxes addresses also entail
some misclassification. A more precise representation of
distance-related barriers to health care might be the travel
time, which may reflect road quality. Future studies to
confirm our findings might be to investigate travel time,
which would also be a useful measure of access to
healthcare. It is also possible that distance to treatment
represents other factors that might vary by region and
affect treatment choices, such as employment or income.
Our database did not include the individual level variables
that might have clarified this issue. Finally, it has been
shown that women in rural areas tend to be diagnosed
with breast cancer at a later stage. These women would
be under-represented in a study of early-stage breast
cancer such as ours {39].

In conclusion, early-stage breast cancer treatment is
influenced by several factors; in New Hampshire, barriers

to care include distance to nearest RTF and season of
diagnosis. Women living more than 20 miles from a radi-
ation treatment facility are not only less likely to have
breast conserving surgery, but, if they do so, they are sig-
nificantly less likely to receive post-operative radiation that
would reduce their risk of recurrence. Of those electing
BCS, a substantial fraction appear ‘to forgo radiation
because of the difficulty traveling during winter.
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Access to Care and Stage at Diagnosis for
Patients With Lung Cancer and Esophageal
Cancer: Analysis of the Savannah River Region Information

System Cancer Registry Data

MARC D. SILVERSTEIN, MD, PAUL J. NIETERT, PhD, XIAOBU YE, MS, and DANIEL T. LACKLAND, DrPH,

Charleston, SC

ABSTRACT

Background. Disparities have been observed in both the incidences of lung and esophageal
cancers and the survival of those patients. Our goals were to determine if race was associated
with stage of cancer at diagnosis, and to identify predictors of advanced-stage lung and

esophageal cancers.

Methods. All cases of lung and esophageal cancer between 1991 and 1995 in the Savannah
River Region Information System cancer registry were studied. Data were analyzed using
logistic regression to identify independent predictors of advanced disease at the time of

diagnosis.

Results. Among lung cancer patients, histology and distance to nearest hospital predicted
diagnosis at an advanced stage. Residence in an area with a high proportion of Medicaid
recipients was a predictor of advanced stage in esophageal cancer patients.

Conclusions. In this predominantly rural area, decreased utilization of health services was
evident among older, poor, black, rural cancer patients. Further investigation involving
prospective data collection from cancer patients is warranted.

LUNG CANCER is the second most frequent malig-
nancy and the leading cause of cancer-related
deaths in both men and women. It was esti-
mated that there would be 169,500 new cases of
lung cancer and 157,400 lung cancer deaths in
the United States in 2001.! Tlgxe burden of lung
cancer is greater in the black than in the white

opulation of the United States. The

urveillance, Epidemiolo%, and End Results
(SEER) pro reported that the age-adjusted
incidence of lung cancer was 56.3 per 100,000
among whites and 72.4 per 100,000 among
blacks in 1998. The 5-year relative survival for
lung cancer between 1992 and 1997 was 14.8%
among whites and 11.7% among blacks.?
Cancer of the esophagus is less common than
lung cancer but imposes an especially high bur-
den on the black population.* It was estimated
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that there would be 13,200 new cases of esopha-
geal cancer in the United States in 2001, and
12,500 esophageal cancer deaths. According to
SEER, the age-adjusted incidence of esophageal
cancer in 1998 was 3.6 per 100,000 among
whites and 7.5 per 100,000 among blacks. The
5-year survival for esophageal cancer patients
between 1992 and 1997 was 15.1% among
whites and 9.0% among blacks.?

The two overarching goals of the US Healthy
People 2010 program are to increase the quality
and years of healthy life, and to eliminate health
disparities. The Healthy People 2010 goal for
cancer is to reduce the number of new cases, as
well as the disability and death it causes.’ The

KEY POINTS

» Advanced stage of cancer at diagnosis may indicate limita-
tions in access to oncology services and other health care
services.

« Patients with unstaged disease were significantty more likely
to be older, black, not living with a spouse, and reside in
lower income rural areas with fewer primary care physicians.

- Distance to nearest hospital and histology were associated
with advanced stage for lung cancer patients, and residence
in an area with a higher proportion of Medicaid recipients
was associated with advanced-stage esophageal cancer.
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overall target is a 21% reduction in cancer
deaths, focusing on the more prevalent and pre-
ventable cancers. The specific objective for lung
cancer is a 22% reduction in deaths; no specific
targets are included in Healthy People 2010 for
esophageal cancer.’ The overall goals of the
National Cancer Institute (NCI) Strategic Plan
to Reduce Health Disparities are to understand
the causes of health disparities and to develop ef-
fective interventions to eliminate them?; the
objectives are to conduct cancer control and
population research to elucidate the causes of
cancer-related health disparities, and to define
and monitor them. Our study addresses these
national priorities.

The Savannah River Regional Health Infor-
mation System (SRRHIS) is a population-based
cancer regisn’géiointly developed by the Medical
University of South Carolina in Charleston, and
Emory University in Atlanta, Georgia. All inci-
dent cancer cases in the 22 counties surround-
ing the Savannah River (10 counties in South
Carolina, 12 in Georgia) occurring from 1991
through 1995 were identified.* The SRRHIS doc-
umented racial disparities in the incidence of
lung and esophageal cancer.*’ The incidence of
lung cancer is higher in young black men than
in white men, but is lower in black women than
in white women. The incidence of esophageal
cancer is higher in black men than in white men
and higher in black women than in white
women. Thus, racial disparities reported nation-
ally are also present in this predominantly rural
region with a high proportion of African
Americans.

For patients with lung or esophageal cancer,
the stage of cancer at diagnosis and treatment
received are the major determinants of out-
come. Stage of cancer at diagnosis varies by the
age, sex, and race of the patient, and by the his-
tology of the cancer. In addition, personal ill-
ness behavior and health-system factors may
influence access to health care, and could be
related to the stage of cancer at diagnosis.

Access to care has been defined by the Insti-
tute of Medicine as “the timely receipt of per-
sonal health care services to achieve the Eest
possible outcome.” Reduced access to care is
believed to be associated with reduced use of
health services, more severe illness, and worse
health outcomes. In this study, we adapted a
conceptual framework for the investigation of
access to health care®*° and used data from the
SRRHIS cancer registry and the US census to
identify factors that may be associated with ad-
vanced stage of cancer at diagnosis. We hypoth-

Silversteinetal -

esized that socioeconomic factors (education,
marital status, military service), geographic fac-
tors (distance to nearest hospital, number of
primary care physicians), and health system fac-
tors (health insurance) are associated with hav-
ing advanced-stage lung cancer or esophageal
cancer at the time of diagnosis.

METHODS
Subjects
We identified for analysis a total of 3,477 sub-

jects included in the SRRHIS registry with lung

cancer (International Classification of Dis-
eases-Oncology [ICD-O] primary-site codes
34.0-34.9) and 323 subjects with esophageal
cancer (ICD-O primary-site code 15.0-15.9)
diagnosed between 1991 and 1995. For patients
with more than 1 cancer recorded in the reg-
istry, only data from the first-occurring cancer
were included in the analysis, ensuring that all
observations were independent.

Data Collection

The cancer registry provided information
regarding subject age at diagnosis, sex, race,
marital status, and county and zip code of resi-
dence, in addition to primary cancer site, histol-
ogy, and stage. The county and zip codes were
linked with data obtained from the 1990 US
census regarding per capita income, education,
military status, and patient residence in a rural
or urban area. Although this type of linking is
not a perfect substitute for primary data collec-
tion, it has been shown to be a useful method
of controlling for confounding factors in other
studies of cancer registry data.”**

Per capita income is available directly from
the census data files; methods to assign educa-
tion, military status, and patient residence in a
rural or urban area were developed for the
study. For each zip code, census data provided
tables of the number of persons by level of edu-
cation, the number who were on active duty in
the military or were veterans, and the number
who lived in rural and urban areas. From these
zip code tables, percentages of residents in the
various education, military, and rural/urban
groupings were calculated. These percentages
thus reflected the probability of having some
college education, being or having been active
in the military, and residing in a rural area. Pa-
tients in the cancer registry were linked to these
census data using their zip codes.

The distance to the nearest hospital for each
patient was calculated using the Maplnfo soft-
ware package (Maplnfo Corp, Troy, NY). All
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TABLE 1. Characteristics of Study Sample, Including Patients With Unstaged Tumors

Lung Cancer Esophageal Cancer
Variable (n=3477) (n=2323)
Patient-level data
Age at diagnosis (yrs)*
Mean + SD 66.4 + 19.1 648+ 11.7
Range 26-100 2893
Race (% white)* 72.6 2.7
Sex (% male)* 65.5 76.2
Marital status*
Living with spouse (%) 573 474
Histology (%)*
Squamous cell carcinoma 278 67.2
Adenocarcinoma 274 24.1
Small cell carcinoma 154 -
Large cell carcinoma 11.2 -
Other 18.2 8.7
Stage at diagnosis (%)
Local 22.3 276
Regional 30.6 319
Distant 349 17.0
Unstaged 12.2 23.5
Zip-code-level data
Per capita income ($)t
Mean + SD 12,736 + 5,913 10,435 £ 6,134
Range 3,379-46,353 3,379-46,353
Education (%)1
Completed <9th grade 12.7 17.0
Range 0-55 0-39.7
Military status (%) 1
Active or veteran 29.7 32.1
Range 0-100 0-82
Place of residence (%)1
Residing in rural area 37.1 41.2
Range 0-100 0-100
Distance to nearest hospital (miles) **
Mean + SD 5.6514.70 6.03 £ 5.70
Range 0.02-30.12 0.02-30.12
County-level data
Primary care physicians per
10,000 people#
Mean + SD 6.9+3.2 6.8+3.3
Range 0-12 0-12
Medicaid benefits (%)8§
Recipients 19.2 19.4
Range 8.4-33.9 8.4-33.9

*Obtained from SRRHIS cancer registry.

tDetermined by linking census data and zip code of patient residence.

**Defined as the distance from the center of a patient’s zip code to the nearest hospital.

$Obtained from the Area Resource File."

§Obtained from the South Carolina Office of Research and Statistics and the Georgia Department of Medical Assistance.

SD = Standard deviation.

general medical/surgical hospitals in Georgia
and South Carolina were geocoded, along with
the centroid of each patient’s zip code; then
the distance from each patient’s zip code cen-
troid to each hospital was calculated. The dis-
tance to the nearest hospital for each patient in
our analyses was defined as the minimum of
these distances.

The Area Resource File (ARF) provided in-
formation for the calculation of the number of
primary care providers per 10,000 persons.”
Because ARF data were not available for each of
the 5 years in which data was collected in the
SRRHIS cancer registry, we chose the number

of physicians per capita for the year 1994 as the
covariate to be used in the analyses.

Cancer Stage

The SRRHIS cancer registry used the SEER
staging classification, which categorizes cancers
as either localized, regional by direct extension,
regional to lymph nodes, regional by direct ex-
tension and to lymph nodes, regional not other-
wise specified, distant metastases, or unstaged.
For the analysis of potential demographic, geo-
graphic, and clinical variables that could be con-
sidered as independent predictors of distant
metastatic disease, the stage of cancer at diagno-
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TABLE 2. Characteristics of Patients with Staged vs Unstaged Lung or Esophageal Cancer at Diagnosis

Staged Unstaged
Variable (n=3289) (n=514) P Value
Patient-level data
Age at diagnosis (yrs)

Mean + SD 65.6 + 10.6 68.7+11.3 <.001
Race (% white) 70.9 64.9 .006
Sex (% male) 66.5 65.6 NS
Marital status (% living with spouse) 57.5 49.1 .0004
Histology (%)

Lung cancer <.001

Squamous cell carcinoma 28.7 21.2
Adenocarcinoma 28.9 19.4
Small cell carcinoma 15.9 12.5
Large cell carcinoma 11.7 7.5
Other 148 419
Esophageal cancer NS
Squamous cell carcinoma 68.8 61.8
Adenocarcinoma/other 32.2 38.2
Zip-code-level data
Per capita income ($)

Mean + SD 12,622 + 6,001 12,007 + 5,704 .032
Education (% completed <9th grade) 13.0 13.7 NS
Military status (% active or veteran) 29.7 311 NS
Place of residence (% rural area) 36.7 42.7 .0009
Distance to nearest hospital (miles)

(Mean + SD) 5.7+4.9 58144 NS

County-level data
Primary care physicians per 10,000 people

Mean £ SD 6.5+35 55135 <.0001

Medicaid recipients (%) 19.3 18.5 012
SD = Standard deviation, NS = not statistically significant
sis was collapsed into 2 categories. Subjects  Model Construction

staged as having distant disease were classified
into one group, while those whose stage was
localized or regional were classified in the other
group. All subjects were included in the calcula-
tions of the descriptive statistics of the study
sample, regardless of stage. Those subjects
whose stage was unknown, however, were not
included in the logistic regression.

Histologic Groupings

Histologic groups chosen for analyzing lung
cancer were the same as those used in a recent
analysis of the 1973 to 1996 SEER data.” The 5
lung cancer histology groups were small cell car-
cinoma, squamous cell carcinoma, large cell car-
cinoma, adenocarcinoma, and other. Because
the stage at diagnosis was least likely to be dis-
tant for those subjects with squamous cell carci-
noma, that was chosen as the referent category.

Histologic groupings chosen for esophageal
cancer were the same as those reported in a
paper by Devesa et al”: adenocarcinoma, squa-
mous cell carcinoma, and other. Because of the
small number of those with the “other” histol-
ogy (n = 12), however, this group of subjects
was combined with the adenocarcinoma group
for our final analysis.

Siiversteinetat

Logistic regression models were constructed
separately for lung and esophageal cancer.
Initially, we included histology, age, race, sex,
marital status, education, income, military sta-
tus, physicians per 10,000 persons in county of
residence, distance from residence to nearest
hospital, and urban/rural status of residence as
potential predictors of distant metastatic dis-
ease. Because of multicolinearity between sev-
eral of the variables, however, the list was re-
duced. Income was highly correlated with
education (correlation coefficient [r] = 0.84),
as was urban/rural status with distance to near-
est hospital (r=0.62) and physicians per 10,000
E(ralr:lons in countg of residence (r=-0.64). The

models for both lung and esophageal can-
cer therefore included histology, age, race, sex,
marital status, education, military status, physi-
cians d;])ser 10,000 people in county of residence,
and distance from residence to nearest hospi-
tal. Using the logistic models, odds ratios (OR)
and their respective 95% confidence intervals
(CIs) were calculated.

RESULTS

Characteristics of the study sample are shown
in Table 1. These descriptive statistics included all
subjects, even those whose tumors were un-
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TABLE 3. Results of Logistic Regression Analysis Predicting Distant Stage at Diagnosis for Lung Cancer Patients

Univariate Analysis Multivariate Analysis
Variable OR 95% CI OR 95% CI
Patient-level data
Histology
Squamous cell carcinoma 1.00 Referent 1.00 Referent
Adenocarcinoma L.74* 1.42-2.13 1.77* 1.44-2.18
Small cell carcinoma 3.58* 2.82-4.51 3.64* 2.87-4.62
Large cell carcinoma 2.09* 1.61-2.70 2.11* 1.63-2.73
Other 2.58* 2.033.27 2.62* 2.06-3.33
Race (nonwhite) 0.93 0.79-1.09 0.98 0.76-1.26
Sex (female) 0.91 0.78-1.06 0.88 0.64-1.20
Age at diagnosis 0.99 0.99-1.00 0.99 0.99-1.00
Marital status (married) 0.96 0.83-1.11 0.91 0.77-1.06
Zip-code-leve! data
Education (completed <9th grade) 0.79 0.35-1.75 1.06 0.28-3.96
Military service (active or veteran) 1.18 0.88-1.59 1.23 0.66-2.30
Distance to nearest hospital (miles) 1.19* 1.03-1.39 1.21* 1.02-1.44
County-level data
Primary care physician per 10,000 1.00 0.98-1.02 1.01 0.99-1.04
population
Percent Medicaid-eligible 0.99 0.98-1.00 0.99 0.98-1.01

*P< .05
OR = Odds ratio, CI = confidence interval.

staged. There were 3,477 incident cases of lung
cancer in the 22 SRRHIS counties from 1991
through 1995. The mean age at diagnosis was
66.4 years. Approximately two thirds of patients
were male and three fourths were white. Squa-
mous cell carcinoma and adenocarcinoma were
the most frequent histologies; small cell carci-
noma occurred in 15.4% of the patients. Distant
disease at the time of lung cancer diagnosis oc-
curred in 34.9% of cases. Between 1991 and
1995, there were 323 incident cases of esophage-
al cancer in the 22 SRRHIS counties. The mean
age of patients with esophageal cancer was 64.8
years, similar to the mean age of patients with
lung cancer. In contrast, approximately three
fourths of patients with esophageal cancer were
male and approximately 60% were black. Squa-
mous cell carcinoma accounted for approxi-
mately two thirds of the cases of esophageal can-
cer. At the time of diagnosis, distant disease was
found in 17% of the esophageal cancer cases.
Compared with subjects having lung cancer,
those with esophageal cancer were significantly
less likely to be white, female, married, earn a
high income, or have any college education. Pa-
tients with lung cancer were significantly more
likely to be diagnosed with distant disease.

There were 3,286 patients with cancers of the
lung or esophagus whose cancer stage was
known at the time of d]_jt?FROSis and 514 patients
for whom insufficient information was available
to assign a stage. Patients with staged disease dif-
fered from those with unstaged disease (Table
2). In general, patients with unstaged cancer
were older, poorer, less likely to be white or mar-

ried, and more likely to reside in a rural area
with fewer primary care physicians and fewer
Medicaid recipients. The unstaged lung cancer
patients were more likely to have “other” histo-
logic types of cancer.

Multivariate logistic regression analysis was
done on the 3,040 incident cases of lung cancer
with information on stage at diagnosis and the
variables of interest (Table 3). As expected, his-
tology was statistically significantly associated
with advanced stage at diagnosis, with the high-
est risk associated with small cell carcinoma.
After adjusting for histology, race was not asso-
ciated with advanced stage (for nonwhite race,
OR = 0.98; 95% CI, 0.76-1.26). The only vari-
able associated with advanced stage of lung can-
cer was distance to nearest hospital (for every
10 mile increment, OR = 1.21, 95% CI, 1.04-
1.44). Alternately, persons living >10 miles
from a hospital were 1.25 (95% CI, 1.00-1.57)
times as likely to be diagnosed with advanced
stage than those living <10 miles away (P =
.047). Age, sex, and marital status were not sig-
nificantly associated with advanced stage of
lung cancer at diagnosis. Residence in an area
with a high proportion of persons with less than
a ninth-grade education, veterans or active-duty
military personnel, or Medicaid-eligible resi-
dents, and the number of primary care physi-
cians per 10,000 population were associated
with advanced stage of cancer at diagnosis.

Multivariate logistic-regression analysis was
done using information from the 246 esophage-
al cancer patients with information on stage of
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TABLE 4. Results of Logistic Regression Analysis Predicting Distant Stage at Diagnosis for Patients with Esophageal Cancer

Univariate Analysis Multivariate Analysis
Variable OR 95% CI OR 95% CI
Patient-level data
Histology
Squamous cell carcinoma 1.00 Referent 1.00 Referent
Adenocarcinoma/other 1.84 0.99-3.42 1.35 0.64-2.84
Race (nonwhite) 0.55 0.30-1.01 0.73 0.29-1.89
Sex (female) 0.73 0.34-1.56 1.05 0.31-3.56
Age at diagnosis 0.99 0.96-1.01 0.98 0.95-1.01
Marital status (married) 1.87* 1.02-3.46 1.57 0.80-3.08
Zip-code-level data
Education (completed <9th grade) 0.10 0.01-1.91 0.25 0.00-38.6
Military service (active or veteran) 1.35 0.36-5.03 1.32 0.12-14.2
Distance to nearest hospital (miles) 0.98 0.93-1.04 0.99 0.93-1.05
County-level data
Primary care physician per 10,000 0.98 0.89-1.08 0.94 0.84-1.04
population
Percent Medicaid-eligible 1.03 0.98-1.08 1.06* 1.00-1.11

*P< .05
OR = odds ratio, CI = confidence interval.

cancer at diagnosis and the variables of interest
(Table 4). Neither histology nor race were associ-
ated with advanced stage of esophageal cancer
(for nonwhite race, OR = 0.73; 95% CI, 0.29-
1.89). The only factor significantly associated
with advanced-stage esophageal cancer at diag-
nosis was residence in a county with a large pro-
portion of Medicaid-eligible residents. Similar to
the findings for lung cancer, age, sex, and mari-
tal status were not associated with advanced stage
of esophageal cancer. In contrast to lung cancer,
however, residence in an area with a high pro-
portion of persons with less than a ninth grade
education, a high proportion of veterans or
active duty military personnel, distance to the
nearest hospital, and number primary care phys-
icians per 10,000 population were not associated
with advanced-stage esophageal cancer either.

DISCUSSION

This study explored the potential relation-
ship of demographic, socioeconomic, and geo-
graphic factors with advanced stage of lung can-
cer or esophageal cancer at diagnosis. The
SRRHIS cancer patients with unstaged cancer
were more likely to be older, unmarried, black,
poor, and residents in rural counties with fewer
primary care physicians. Among the approxi-
mately 3,000 incident cases of lung cancer and
250 incident cases of esophageal cancer in the
predominantly rural counties surrounding the
Savannah River region, histology, as expected,
was associated with advanced stage of lung can-
cer at diagnosis. After adjusting for histology,
the only factors that were associated with ad-
vanced stage at diagnosis were distance to the
nearest hospital for lung cancer patients and

Silversteinetal

residence in a county with a high proportion of
Medicaid recipients for esophageal cancer pa-
tients. None of the other patientlevel variables
(race, a§e, sex, marital status), or aggregate-lev-
el variables (education, military service, num-
ber of primary care physicians per 10,000 popu-
lationg were si?nificantly associated with
advanced stage of cancer at diagnosis.

Our analysis has 2 major implications. First,
the pattern of available information on cancer
stage at diagnosis raises concerns about access
to care. There was insufficient information on a
substantial proportion of patients (approximate
12% of patients with lung cancer and 30% of
patients with esopha%?sal cancer) to assign the
stage at diagnosis. This may reflect decreased
access to care, patient preferences regarding
diagnostic evaluation and treatment, provider
practice styles, or incomplete abstraction of data
from the medical record by the SRRHIS cancer
registry staff. The high-level ascertainment of
incident cases of cancers in the SRRHIS cancer
registry* and the high level of success in identify-
ing incident cases of cancer in persons who
sought care across state boundaries in nearby
hospitals or cancer centers”® suggest that prob-
lems in obtaining available medical record data
is an unlikely explanation for the incomplete
information on stage of cancer at diagnosis.
Unstaged patients were more likely to be older,
black, poor, and reside in rural areas with low
numbers of physicians ﬂger capita. All of these
traits are consistent with the characteristics of
vulnerable patients who may have reduced
access to cancer-care services.” Limited informa-
tion on stage, however, may also reflect patient
preferences for diagnostic evaluation, cancer
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treatments, or provider practice stlyles. Previous
studies have documented that older age, dis-
tance from a cancer center, functional status,”
marital status,” and patient attitudes toward
treatment risks? are associated with treatment
for lung cancer.

The second implication of our study is that,
in contrast to findings from other of can-
cer, none of the demographic variables were as-
sociated with advanced stage of cancer for lung
or esophageal cancer patients whose stage of
cancer at diagnosis was known. The only factors
that were significantly associated with advanced
stage of cancer at diagnosis were distance to
nearest hospital for lung cancer patients and
residence in a county with a high proportion of
Medicaid recipients for esophageal cancer pa-
tients. Previous studies have documented that
distance is associated with referral to university
cancer centers for patients with lung cancer.?
Health insurance was not associated with refer-
ral to a university cancer center but was associ-
ated with the treatment received.”® Thus, for
lung cancer, demographic and socioeconomic
variables appear less likely to explain disparities
in survival. Racial disparities in survival of pa-
tients with lung cancer appear to be explained
by racial disparities in surgery for patients with
resectable disease.”

In contrast to our findings in patients with
lung cancer, studies of patients with other
cancers have documented a variety of demo-
graphic and socioeconomic variables associated
with advanced-stage cancer at diagnosis.#% In
addition to cancer biology, stage at diagnosis
may reflect patients’ cancer knowledge, attitude,
and beliefs; patients’ illness behavior; ability to
access cancer-care services; health system fac-
tors, such as health insurance; and geographic
availability of providers and cancer services. All
of these factors may themselves vary by patient
age, sex, race, and socioeconomic status.**® Ac-
cess to preventive services may be a more impor-
tant factor in stage at diagnosis for those cancers
for which there is evidence of the effectiveness
of preventive services in reducing incidence or
mortality (eg, breast, cervical, and colorectal
cancers). For these cancers, socioeconomic sta-
tus, health insurance, and beliefs about cancer
are important factors associated with stage at
diagnosis.*#* The absence of a relationship be-
tween demographic and socioeconomic factors
in advanced-stage lung and esophageal cancers
in our study is, therefore, plausible. Our use of
ecologic variables to supplement information
available from the cancer registry, and the small
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number of cases of esophageal cancer suggests
caution in interpreting our negative findings.
Although our study did not identify racial dis-
parities in stage of lung and esophageal cancer,
it is important to recognize that there are racial
disparities in the incidence of both cancers. The
highest lung cancer incidence occurs in blacks,”
and the incidence of esophageal cancer (and
mortality rates due to esophageal cancer) in
coastal South Carolina is among the highest in
the United States.** In the SEER program, the
age-adjusted rates of lung and esophageal can-
cer are higher in the black than in the white
population.? In the 22 SRRHIS counties, the inci-
dence of both lung and esophageal cancer are
also higher in the black than in the white popu-
lation. A recent analysis of lung cancer in the
SRRHIS cancer registry showed a higher inci-
dence of lung cancer in younger black men (less
than age 55 years) but not in older black men;
the incidence of lung cancer was lower in black
than in white women.” Racial disparities in the
incidence of lung cancer can be explained by
education, income, and population density.*
Socioeconomic differences in incidence of lung
cancer can be explained, in part, by differences
in smoking habits.** Racial disparities in inci-
dence of lung cancer are consistent with histori-
cal patterns of cigarette smoking.” In a recent
population-based case-control study of esophage-
al cancer, four major risk factors—low income,
moderate/high alcohol intake, tobacco use, and
infrequent consumption of raw fruits and vegeta-
bles—accounted for almost all of the squamous
cell esophageal cancer in whites, and most of the
excess incidence of esophageal cancer in black
men®
Racial disparities have also been observed in
the survival of cancer patients; lung and esopha-
geal cancer survival rates are lower for blacks
than for whites.? In an analysis of patients with a
diagnosis of lung cancer in the SEER program
between 1985 and 1993 with resectable (stage I
or stage II) cancer, the rate of surgery was 12.7%
lower for black than for white patients. The 5-
year survival rate was also lower for black than
for white patients. For patients having surgery,
however, blacks and whites had similar survival
rates, as did black and white patients not treated
surgically” Thus, racial disparities in survival for
gatients with lung cancer appear to be explained
y treatment. Surgery and other treatment
modalities (radiation therapy and/or chem-
otherapy) may be the major factors in ex-
plaining disparities in outcomes of patients with
cancer. Access to treatment for lung cancer may
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vary due to a variety of patient demographic,
socioeconomic, and geographic factors. Greater
distance from a cancer center, lower functional
status, and age over 75 years have been associ-
ated with the use of a university cancer center
for patients with lung cancer.? Social and eco-
nomic factors influence the choice of lung can-
cer treatment. Marital status, medical insurance
coverage, and proximity to a cancer treatment
center were associated with treatment for lung
cancer in patients from a rural, predominantly
white population. Patients who were married or
who hadp private medical insurance were more
likely to receive surgery for lung cancer. Among
lung cancer patients who did not have surgery,
patients with private insurance were more likely
to receive either radiation therapy or chemo-
therapy.®

Patients’ attitudes toward risk and survival al-
so influence their decisions about having surge-
ry or radiation therapy for lung cancer.”? Thus,
for patients with lung or esophageal cancer,
racial disparities in incidence of cancer may
reflect disparities in lifestyle and health-related
behaviors. Racial disparities in survival may
reflect disparities in access to treatment and
patient attitudes and decisions regarding treat-
ment for cancer. Although several factors are
associated with decisions about treatment, after
adjusting for treatment, stage of disease, perfor-
mance status, and clinical factors are the pre-
dominant determinants of survival.**¥ The
medical literature suggests that racial and other
disparities in the outcomes of lung cancer may
be more dependent on decisions to evaluate
the stage of disease at diagnosis and decisions
about treatment than on racial and other dis-
parities in the outcomes of the treatments that
are appropriate for the stage of cancer. We
speculate that this may also apply to patients
with esophageal cancer.

Analysis of population-based incident cases of
lung and esophageal cancer from a predomi-
nantly rural area of 2 states that includes a high
proportion of black residents is a strength of
our study. A second strength is the investigation
of 2 distinct cancers known to impose disparate
burdens on the black population. A limitation
of the study is that some data of interest, such as
socioeconomic status, health insurance, dis-
tance to nearest hospital, and the number of
primary care physicians per 10,000 population,
were not directly available from the SRRHIS
cancer registry and were obtained from the US
census data for persons who reside in the same
area. The inclusion of ecologic variables in an
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analysis introduces bias if the characteristics of
the zip code or county differ systematically from
the characteristics of the patients with incident
cases of lung or esophageal cancer. A further
potential limitation is the number of zip codes
(132) and counties (22), which may limit the
range of the independent variables of interest,
and thus limit the power of the study to detect
significant differences due to the factors for
which the ecologic variables are used. Our
analysis was appropriately modified to avoid
problems of colinearity that often result when
group-level variables are analyzed ®

We explored the relationship of race and
other factors to advanced stage at diagnosis of
lung and esophageal cancer. Among incident
cases of lung and esophageal cancer, persons
with unstaged disease were more likely to be
older, black, poor, unmarried, and reside in a
rural area with fewer primary care physicians
and more Medicaid recipients. Appropriate
treatment for these cancers is based on histol-
ogy and stage of disease. Unfortunately, we do
not have direct information on the utilization of
health care services for our incident cases of
lung and esophageal cancer. Cancer patients
with unstaged disease most likely had decreased
utilization of the health services necessary for as-
certaining the anatomic location and extent of
disease. It is likely that the patients with un-
staged disease also had decreased use of health
services for treatment of their cancer and lower
survival rates. The decreased utilization may re-
flect patient and family preferences or provider
recommendations, possibly due to associated
comorbid medical conditions. These disparities
raise concern about barriers to access of cancer-
care services.

The patients with cancer staged at diagnosis
were more homogeneous. Race was not signifi-
cantlg;aassociated with advanced stage of lung or
esophageal cancer at diagnosis. After adjusting
for histology, only distance to nearest hospital
for lung cancer patients and residence in an
area with a high proportion of Medicaid recipi-
ents for esophageal cancer patients were associ-
ated with advanced stage at diagnosis. Our
analysis was limited by the use of census data
when individual patient-level data were not
available. Additional prospective studies of fac-
tors associated with stage of lung and esophage-
al cancer are warranted.
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Factors Associated With Participation in Breast Cancer

Treatment Clinical Trials
Nancy E. Avis, Kevin W. Smith, Carol L. Link, Gabriel N. Hortobagyi, and Edgardo Rivera

""A B S TRATCT

Purpose
It is well established that recruitment to clinical trials (CTs) is difficult and time consuming. This

article reports on factors related to CT participation among women who were invited to participate
in a CT for breast cancer.

Patients and Methods )
Breast cancer patients who were eligible for a CT were identified by 16 different cancer centers.

After their invitation to participate in a trial, patients who were undecided about participation in a
CT were recruited into the present study at that time. After a patient made a decision about
trial participation, a telephone interview was conducted to assess knowledge of CTs,
perceived benefits and drawbacks of CTs, and personal factors affecting the women'’s
decision regarding participation.

Results

A total of 208 patients participated in the study. Fifty-eight percent of the patients decided to
participate in a trial. Logistic regression analyses showed that the factors best explaining
participation were trial phase, perceived drawbacks, time and travel considerations, therapeutic
benefit of trial, and physician recommendation. Participation rates were similar for both phase |
and phase #il trials. However, a higher percentage of women recruited to phase |l trials accepted.

Conclusion

This study suggests that reducing drawbacks of CT participation, particularly travel time, and
improving physician communication of trials are needed to increase trial participation.

J Clin Oncol 24:1860-1867. © 2006 by American Society of Clinical Oncology

INTIRODYCHION

As with most diseases, progress in treatment of
breast cancer is best accomplished through well-
designed, prospective clinical trials (CTs). However,
patient accrual to CTs is a difficult problem. A
review of 41 randomized CTs in the United States
found that 34% of trials recruited less than 75% of
their planned sample.® It is generally found that only
approximately 2% to 3% of adult cancer patients are
entered onto CTs,'*!! whereas approximately 5%
all of women with breast cancer participate in a
CT.!? Although this low rate of participation is
partly a function of lack of trial availability at any
given time, an evaluation of National Cancer Insti-
tute—sponsored trials at 15 sites found that patient
refusal accounted for the nonenrollment of nearly
40% of patients clinically eligible for a trial.’

Patient obstacles to participation in CTs
include negative attitudes towards or beliefs
about CTs,*'*"' lack of knowledge or adequate
information,'*'¢"'® concern about random as-

signment or wanting a specific treatment,*'***

inconvenience,>%?>*” possible risks or discom-
fort,2® and lack of family support.'>?!

The analyses reported here further our under-
standing of trial participation among breast cancer
patients by examining factors related to CT partici-
pation. Although numerous studies have exam-
ined factors related to CT participation in general,
only a few focus specifically on breast cancer pa-
tients.!720282% In the present article, we compare
women who agreed to participate in a CT with
women who declined participation on a range of
variables including sociodemographics, medical fac-
tors, trial type, knowledge about CTs, perceived
benefits and barriers of CTs, and factors that affected
one’s personal decision regarding participation. The
analyses are part of a larger study that was originally
undertaken to compare the effectiveness of a novel
videotape with a standard brochure for increasing
participation in CTs. The videotape was designed to
address two of the previously mentioned patient-
related factors, specifically negative attitudes toward
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CTs and lack of knowledge about CTs. Previous analyses found no
significant differences between the two education groups in terms of

Participation in Cancer Clinical Trials

Table 1. Sociodemographic and Medical Characteristics of Patients (N = 183}

knowledge or attitudes toward CTs or trial participation. Characteristic pﬁ%éﬁis %
Age, years
30-39 25 13.7
PATIRNS 2049 pa 317
50-59 57 31.7
Study Overview Zof: 32 1?’3
Potential study participants included all female breast cancer patients at Education ’
participating institutions who were determined eligible to participate in a < High school 17 94
treatment CT for breast cancer and were undecided about participation in the High school a4 244
CT. The focus was necessarily on undecided women because trial participation Some college 54 30.0
was a primary outcome. Patients were English or Spanish speaking and at least 4-year college graduate 36 20.0
18 years of age. A total of 16 different sites, including major cancer centers and = 4-year college graduate 29 16.1
Community Clinical Oncology Programs, participated in the study. Race
Immediately after the invitation to participate in a CT, at the same clinic Non-Hispanic white 138 75.8
visit, patients were recruited onto the present study. Patients were told that the Black 14 7.7
study was designed to test various educational materials about CTs and that Hispanic %6 143
they would be given some materials to review and later contacted for a tele- Asian American 4 22
phone interview for which they would be paid $25. After obtaining informed Employment status
consent for the study, patients were randomly assigned to one of two educa- Employed 104 57.8
. . . . . Full-time homemaker 37 20.6
tional groups (either a booklet or videotape group) and given the educational Unemployed 1 6.1
materials to take home and keep. Random assignment to the videotape or Retired 20 11
booklet group was performed within site. Doing something else 8 44
After a patient made a decision regarding trial participation, the site Health insurance
notified the New England Research Institutes, where three authors (N.E.A., Yes 167 928
KW.S., and CLL.) were affiliated at the time of the study. A follow-up No 13 7.2
telephone interview was arranged with the study participant. The telephone Live alone
interview was designed to assess knowledge of CTs, perceived benefits and Yes 28 15.4
drawbacks of CTs, and factors affecting the women’s personal decision regard- No 154 84.6
i icipati Income
Ing participation. < $20,000 22 13.2
Intervention Materials $20,000-$49,999 59 353
The intervention materials consisted of a videotape developed specifi- $50,000-579,999 40 240
‘nﬂy for this project and the booklet entitled “What You Need to Know About $80,000-599,999 20 120
Clinical Trials” developed by the National Cancer Institute."* The videotape = $100,000 26 156
was documentary in style and consisted of interviews with patientsand health | Seff-assessed health
care providers. Both materials were available in English and Spanish. 5:‘:';'&’ g ;Z;g(z)
Measures Good 45 246
The primary outcome was trial participation as reported by the clinical Fair 14 7.7
site. Reporting options included agreed to participate, declined to participate, Poor 10 55
and trial no longer available. Participation was defined as executing an in- Tu;essmce diagnosis, months 2 108
formed consent form for the CT. Decisions reported by patients during the -6 163 89 1
telephone interviews were compared with those reported by the site, and Stage ’
discrepancies were referred back to the sites before making a final determina- 0 1 05
tion. Also obtained from the site was the type of trial to which the woman was I 29 15.8
being recruited (phase I, I1, or I11). The following information was collected 1 76 415
during the telephone interview. ] 23 126
Sociodemographic factors. Sociodemographic factors included age, level v 4 2.2
of education, race/ethnicity, employment status, income, health insurance, DK 50 273
and insurance coverage of the CT. Type of surgery
Medical factors. Medical factors included self-report of time since diag- Lumpectomy 74 404
nosis, stage of breast cancer, type of surgery, type of treatment, and self- Mastectomy %6 524
assessed health. Neither 13 74
Knowledge of CTs. A list of 22 items was developed to assess knowledge Tn(a:ahtmem;
of CT’s. Respondents rated each item on a 4-point scale (definitely true, prob- Ragir;::;nerapy 1?; ?(2)3
ably true, probably false, or definitely false). Items were derived from informa- Hormone therapy 15 82
tion presented in the educational materials and were designed to assess a wide Bone marrow treatment 1 06
range of aspects of CTs. The items covered such topics as the purpose of CTs, Trial type
random assignment, eligibility, participant rights, and informed consent. Phase | 8 4.4
Ttems were pretested in an earfier phase of the study. A reliability analysis of the Phase I 32 1756
pretest data identified poorly performing items that were subsequently re- Phase IIl 143 78.1
worded or omitted.

Attitudes toward CTs.  Attitudes toward CT's were assessed with two
arate scales. One scale asked about beliefs about the benefits of CTs, and the

WWW.jco.01g

Downloaded from jco.ascopubs.org on August 11, 2009 . For personal use only. No other uses without permission.
Copyright © 2006 by the American Society of Clinical Oncology. All rights reserved.

Abbreviation: DK, don’t know.
“These total more than 100% because they are not mutually exclusive.

1861



Avis et al

Table 2. Bivariate Associations Between Trial Participation and Categorical Variables: Percent of Women in Each Category Who Accepted or Declined
No. of Accepted Declined
‘ Variable Patients No. % No. % b P
Trial type 13.93 .0009
Phase | 8 4 50.0 4 50.0
Phase i 32 28 87.5 4 12.5
Phase il 143 74 51.8 69 48.2
Site 478 .0288
M.D. Anderson Cancer Center 124 65 524 59 47.6
Other 59 41 69.5 18 305
Race/ethnicity 2.49 4773
Non-Hispanic white 138 76 55.1 62 449
Black 14 10 714 4 286
Hispanic 26 18 65.2 8 34.8
Asian American 4 3 75.0 1 25.0
Education 5.05 .2825
< High school 17 12 70.6 5 29.4
High school graduate 44 24 545 20 45.5
Some college 54 36 66.6 18 333
4-year college graduate 36 18 50.0 18 50.0
> College degree 29 14 48.3 15 51.7
Employment 0.93 9282
Employed 104 59 56.7 45 433
Full-time homemaker 37 23 62.2 14 378
Unemployed 1" 6 545 5 45.5
Retired 20 12 60.0 8 40.0
Doing something else 8 4 50.0 4 50.0
Does insurance cover clinical trial 10.16 .0062
Yes 56 42 75.0 14 25.0
No 16 7 438 9 56.2
Don't know 95 48 50.5 47 495

other scale asked about drawbacks. For both scales, respondentsindicated how
much each item was a benefit {or drawback) on a 5-point scale from “not at il
a benefit” (or drawback) to “very much a benefit” (or drawback). Items were
derived from the literature and an eatlier pilot phase of the study of focus
groups with breast cancer patients. The benefits scale consisted of seven state-
ments that covered issues such as helping others, the opportunity for new
treatments, and getting better medical care. The drawbacks scale consisted of
15 statements covering items related to privacy and confidentiality, adverse
effects of treatment, feeling like a “guinea pig,” time and inconvenience, and
Tack of trust in medical research.

Factors in personal decision. 'Women rated how much each of nine items
influenced their personal decision to participate in a CT. For each factor, women
rated whether it was a factor strongly against their participation, somewhat against

their participation, neither against nor in favor of their participation, somewhat in
favor of their participation, or strongly in favor of their participation. Factors
included items such as potential adverse effects of treatment, attitude toward
random assignment, trust in medical research, amount of time and travel required,
and recommendation of others (physician, family, and friends).

Feelings about knowing about CTs. Davis et al®® previously evaluated the
booklet by asking questionsrelated to how knowing about CTs makes a person
feel. Respondents were asked whether their understanding of CTs was clear or
confusing and whether knowing about CTs made them feel upset or
relieved and hopeful or doubtful. Davis et ai*® found that, compared with
a control group, the booklet group was more likely to feel clear in their
understanding of CTs and more likely to feel relieved. These questions
were also included in our interview.

Table 3. Means for Selected Continuous and Ordinal Variables for Trial Accepters and Decliners®
Variable Accepters Decliners t Test P
Age, years 51.02 52.12 0.49 4844
Time since diagnosis, years 0.76 0.58 0.47 .4942
Understanding of clinical trial is clear 4.33 413 .3051
Knowing makes me feel relieved 4.32 388 .0020
Knowing makes me feel hopeful 4.47 4.09 .0053
Knowtedge score 18.70 18.50 0.53 5942
General beliefs about benefits score 456 4.28 .0003
General beliefs about drawbacks score 203 2.93 < .0001

. *For ordinal data, P values are from a nonparametric Wilcoxon test.
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Table 4. Response Scores” to General Beliefs About Benefits by Trial Participation
) Accepters Decliners
Item (mean score) {mean score) Pt

Way to help others 4.80 456 .0176
Way of being involved in new treatments 4.78 468 4076
Health observed more closely 4,63 4.39 0456
See health care provider more often 4.34 4.01 0598
Get best medical care 423 388 .0116
Way of doing something positive 4.68 423 0001
Chance to ask questions/get more info 4.50 4.25 0462
Total score 4.56 4.28 .0003
*Response scores range from 1 (not at all a benefit) to 5 (very much a benefit).

tP values are from the nonparametric Wilcoxon test.

Statistical Analyses

Scale reliability. The psychometric properties of the multi-item scales
for knowledge, benefits, and drawbacks were evaluated using Classical Test The-
ory. ltem-total correlations were reviewed to assess the fit of individual items, and
Cronbach’s & was computed as a measure of scale reliability. Scale scores were
computed as the mean of the individual item scores; the knowledge score was a
count of the numbser of items answered correctly (definitely or probably).

Participation decision analysis. ‘The influence of factors hypothesized to
affect the decision to participate in the CT was estimated using logistic regres-
sion, The explanatory variables in the model consisted of variables of particular
interest including scale scores for benefits, drawbacks, and knowledge; ratings
of personal decision factors, race, intervention group status (video v booklet);
and factors significant in bivariate analyses (clinical site and trial type).

RESULTS

.Sample Characteristics
Sites reported identifying 211 eligible patients and recruited a

total of 208 patients to participate in the study. Of these patients, we
were able to interview 191 women. Reasons for not obtaining a com-
pleted interview included deceased (n = 2), refused (n = 3), too il
(n = 2), ineligible (n = 1), unable to complete interview (n = 2), and

unable to reach (n = 7). Of those women who were interviewed, eight
were excluded from analyses because the trial was no longer available
before they made a decision, thus producing an analytic sample of 183
women. Women were interviewed between 1 and 50 days after their
decision (median, 13 days).

Sociodemographic and medical characteristics of the patients are
listed in Table 1. Women ranged in age from 30 to 83 years, with a
mean age of 51.5 years (median, 51 years). The majority of women
were white (77.1%) and worked full or part time (57.8%). Approxi-
mately half had a household income more than $50,000 per year, with
13% having an income of less than $20,000.

Time since diagnosis ranged from within the past month to 14
years (mean, 8 months; median, 1.7 months). The majority of respon-
dents had stage II cancer, but 27.3% of patients did not know their
stage. More than half of the patients (52.4%) reported having a mas-
tectomy. The majority of women (82.5%) had had chemotherapy by
the time they were interviewed, whereas fewer had radiation (10.4%)
or hormone therapy (8.2%). Most women (78%) were being recruited
for phase IHI trials. The majority of the respondents (68%) were from
a single site (M.D. Anderson Cancer Center, Houston, TX).

Extent of Influence

e#‘ff

ol

7
"& f «e

f ¢
,&

Perceived Drawbacks

¢ & /‘” e
““if’if’ & cf"

-

4

Fig 1. Mean score on perceived drawbacks
to clinical trials by accepters and decliners.
HCP, health care provider, tx, treatment.
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Scale Reliability
All of the composite scales were found to have adequate reli-
ability. Cronbach’s @ = 0.79 for the knowledge scale (22 items),
‘0.86 for the perceptions of trial benefits scale (seven items), and
0.91 for the drawbacks scale (15 items). Respondents exhibited
high levels of knowledge about CTs, answering an average of 85%
of the items correctly.

Trial Participation: Bivariate Associations
Overall, 57.8% of women agreed to participate in the CT for
which they were being recruited. Tables 2 and 3 show the bivariate
associations between trial participation and variables of interest. Table
2 lists results for categoric variables, and Table 3 lists results for ordinal
and continuous variables. As seen in Table 2, trial type was signifi-
cantly associated with participation () = 13.93; P = .0009), with
women being recruited to phase II trials being more likely to accept
participation than women recruited to phase I or III trials. Site was
significantly associated with participation, with women from M.D.
Anderson Cancer Center more likely to decline (x* = 4.78; P = .028).
Also significantly associated with participation was knowledge of
whether insurance covers the CT (¥* = 10.16; P < .006). Women who
accepted trial participation were more likely to report that their insur-
ance covered the cost of the trial, whereas decliners were more likely to
report that they did not know if their insurance covered the cost of the
trial. None of the sociodemographic or medical factors was signifi-
cantly related to trial participation, although non-Hispanic whites
were somewhat less likely to agree to participate (55% of whites
agreed, whereas 68% of nonwhites agreed), as were women with less
than a high school education; however, race/ethnicity and education
are confounded.
As seen in Table 3, women who agreed to participate had
‘signiﬁcantly higher benefit scores (P = .0003) and lower drawback
scores (P < .0001). They were also more likely to report that knowing
about CTs made them feel relieved (P = .002) and hopeful (P = .005).
There were no significant differences in age, time since diagnosis,
or knowledge.

Beliefs About benefits and Drawbacks and
Personal Decision

Table 4 lists mean responses to the perceived benefits by accept-
ers and decliners. Helping others and being involved in new treat-
ments were given the highest benefit ratings by both accepters and
decliners, although accepters rated helping others significantly higher.
The following reasons were also rated significantly higher by accepters:
a way of doing something positive, a way to get best medical care,
having health followed more closely, and a chance to get more infor-
mation. Overall, accepters perceived significantly more benefits to
trial participation than decliners.

Figure 1 shows the mean response to the individual drawbacks.
Ratings on most of the items were significantly different between
accepters and decliners. The biggest drawbacks for both groups were
undesirable adverse effects of treatment, potential for less effective
treatment, experimental treatment too risky, and not knowing what to
expect, although all of these factors were significantly greater for de-
cliners. Factors that most differentiated accepters from decliners were
transportation problems, disruption of daily routine, too much time,
and don’t know what to expect. Other significant factors were too
much blood drawn, too many injections, lack of privacy, and possible
‘hange in relationship with health care provider.
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The individual personal decision items show clear differences
between accepters and decliners (Table 5). Accepters were more likely
to rate benefit to others, potential therapeutic benefits, physician and
family recommendation, and trust in medical research as factors in
favor of their own decision to participate in the CT. Decliners were
likely to report amount of time and travel, potential adverse effects,
and attitude toward random assignment as the biggest factors against
their own participation. For all personal decision factors, there were
significant differences between accepters and decliners. Subsequent
analyses by tria! type showed that women recruited to phase III trials
were more likely than women recruited to phase II trials to say that
concern about potential adverse effects and amount of time and travel
were factors against participation.

Logistic Regression of Trial Participation

The logistic regression model included variables of theoretical
interest in our model (knowledge, benefits, drawbacks, factors in
personal decision, race, and educational group), as well as variables
significant in bivariate analyses (trial type, site, feeling relieved, and
feeling hopeful). The only significant variables were trial type (odds
ratio [OR] = 6.44), drawbacks score (OR = 0.37), and two personal
decision factors, time/travel (OR = 2.64) and physician recommen-
dation (OR = 2.00; Table 6). Women recruited to phase II trials were
more likely to participate, as were women with lower perceived draw-
backs, women who saw physician recommendation as a factor in favor,
and women for whom time/travel was less a factor against participation.

We next used backwards elimination to obtain a parsimonious
model containing only statistically significant variables (model 2).
Results are similar to model 1, with the addition of potential therapeu-
tic benefits as a significant positive factor in trial participation.

Table 5. Percentage in Each Response Category to Personal Decision
Factors by Participation®
% of Patients
Neither Against
Factor Against  nor in Favor  in Favor

Accepters

Potential adverse effects 124 565.2 324

Attitude toward random assignment 124 47.6 40.0

Trust in medical research 1.0 124 86.7

Amount of timeftravel required 10.5 61.0 28.6

Physician recommendation 1.9 171 81.0

Family recommendation 48 286 66.7

Friends recommendation 3.8 46.7 49.5

Potential therapeutic benefits 1.0 16.3 82.7

Benefit to others 00 5.8 94.3
Decliners

Potential adverse effects 40.8 54.0 53

Attitude toward random assignment  44.7 434 1.9

Trust in medical research 13.2 51.3 35.5

Amount of timeftrave! required 58.7 333 80

Physician recommendation 6.6 61.8 31.6

Family recommendation 253 56.0 18.7

Friends recommendation 92 80.3 10.5

Potential therapeutic benefits 146 42.7 427

Benefit to others 1.3 316 67.1
“Significant difference (P < .0001) in y? analysis between accepters andde-

cliners for all factors.
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‘ Trial type

Table 6. Logistic Regression Modefs of Factors Related to Trial Participation
Model 1 Model 2
Variable Qdds Ratio 95% CI Odds Ratio 95% ClI
Phase | 2.80 0.181043.01 291 0.291029.63
Phase i 6.44 1.20t0 34.69 6.44 1.83t032.37
Phase i 1.00 Reference 1.00 Reference
Site
M.D. Anderson Cancer Center . 1.00 Reference
Other 2.10 0.68106.51
Race
White 1.00 Reference
Nonwhite 1.23 0.34t0 4.56
Feel relieved 1.13 0.46t02.76
Feel hopeful 0.66 0.23t01.80
Knowledge score 1.01 0.771t01.33
Benefits score 0.72 0.30t01.72
Drawbacks score 0.37 0.18100.76 0.36 0.20t0 0.63
Group *
Booklet 1.98 0641t06.11
Video 1.00 Reference
Factors in personal decision
Adverse effects 1.67 0.88t03.18
Attitude toward random assignment 1.05 0.59101.89
Trust in medical research 1.7 0.84103.46
Timeftravel 264 1.40t04.99 2.86 1.68104.87
Physician recommendation 2.00 1.00t0 4.01 2.29 1.34t03.90
Family recommendation 1.37 069102.72
Friends recommendation 0.69 0.30t0 1.64
Potential therapeutic benefits 1.68 0.82t03.42 2.28 1.371t03.80
Benefit to others 1.23 0.52102.94
I J of the major factors affecting a patient’s decision'** and that a pa-
tient’s intentions are significantly related to the type of information

It is well recognized that many oncology patients do not participate in
CTs, and trial recruitment is often difficult and slow. In this study of
patients being recruited to breast cancer treatment trials, we found
that trial type, perceived drawbacks, time and travel, and physician
recommendation best explained trial participation. Women recruited
for phase II trials were much more likely to accept participation than
women recruited for phase I or I1I trials. Potential adverse effects and
amount of time and travel were greater factors against participation
for women recruited to phase III trials. Random assignment may also
be a major drawback for phase I1I trials,'***?? and phase II trials may
also be seen as more cutting edge than phase III trials. Drawbacks,
such as concerns about the treatment and time and travel, were also
important factors. These factors have previously been found to be
major barriers to trial participation.»?22:2>2631-3% On the basis of
the multivariate model, drawbacks were more important than
benefits, which is consistent with another study that found that
negative aspects of trial participation were more influential than
perceptions about advantages.*’

Although all physicians had invited women to participate in a
trial, decliners were significantly less likely to view their physician
recommendation as a factor in favor of participation. Either physician
recommendation was less important to decliners or they viewed their

physicians as less strongly in favor of participation. Other studies have
.also shown that physician willingness to refer a patient to a trial is one

www.jco.org

physicians provide about CTs.”” Physicians have views about the value
of particular trials for individual patients and may convey these either
directly or indirectly to patients. Although several studies have focused
on the physician’s role in recruitment,?®*”** more work is needed on
how physicians and other health care professionals communicate CTs
to patients.

Knowledge about CTs was not related to participation, How-
ever, all study women received educational materials, and knowl-
edge for both groups was high. This finding is consistent with the
findings of Davis et al,>® who found that a booklet improved cancer
patients’ knowledge about CTs but did not affect recruitment. It is
also consistent with research showing that knowledge is not suffi-
cient to affect behavior’>*!™*? and that interventions need to go
beyond imparting knowledge.

There are several implications of this study for the clinical oncol-
ogist and those who design CTs. First, to improve trial recruitment,
trial logistics need to be easier for patients. Greater participation by
community oncologists in CTs could help increase participation by
reducing patient travel time. Reducing clinic visits, protocol bur-
den, and other potential drawbacks may also help. Second, physi-
cians may be unaware of how they present trial information to
patients and need to be cognizant of their biases and how these
influence patients. Third, future research on CT recruitment might
focus primarily on phase III trials.
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There are several limitations of the present study. First, women
who declined trial participation at the time of trial recruitment were
not included in the study. Although this group was small (n = 5), their
ecision may be influenced by different factors compared with
'women more open to participation. Second, although the percentage
of nonwhite women was higher than most other studies of breast
cancer patients,’>?** the sample consisted of young, predominantly
white women of higher education seeking treatment at a major cancer

.d
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2011-2012 SESSION

You are hereby notified that the House Select Committee on Certificate of Need Process and
Related Hospital Issues will meet as follows:

DAY & DATE: Thursday, November 17, 2011

TIME: 6:00 p.m.

LOCATION: Cape Fear Community College

COMMENTS: McLeod Building, Room S-002, 411 North Front Street, Wilmington, NC
28401, Doors will open at 5:00 p.m. for Speaker Sign Up, Meeting will be from 6:00 p.m. to
9:00 p.m.

Respectfully,
Representative Steen, Chair
Representative Torbett, Chair

I hereby certify this notice was filed by the committee assistant at the following offices at
8 AM o’clock on October 30, 2011.

(] Principal Clerk
] Reading Clerk — House Chamber

Viddia Torbett (Committee Assistant)
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General Asgembly of North Carolina

EPRESENTATIVE FRED STEEN %0“‘2 ée[ea ¢nmmittze REPRESENTATIVE JOHN TORBETT
W)-TSESA:I{JSBURY STREET ®n g(%’ﬁ&SAAESBURY STREET
R}O\SEI:GJ}?E NC 27603-5925 tbz ¢ettl’tl’wte Ot ﬁeeb iBtntesz Egg;ész NC 27603-5925
(919) 733-5881 v auh ﬁe[atzh ;Bﬂﬂpl'ta[ Iss“eg {919) 733-5868 .
Xgn‘mmg:s“cwkx State Legislative Building
O LISBURY STREET Raleigh, North Carolina

RALEIGH, NC 27603-5925
(919) 733-5868

AGENDA

6:00 p.m. Tuesday, November 17, 2011
Cape Fear Community College, Wilmington, NC

I. Welcome and Opening Remarks :
Representative Fred Steen and Representative John Torbett

II. Presentations to the Committee

‘ o Denise Mihal, RN, MBA
President, Brunswick Novant Medical Center COO, Novant Health's Eastern Carolina Market

e Dennis Coffey '
Chief Financial Officer, Dosher Memorial Hospital

o Sue Collier, RN, MSN
Vice President, University Health Systems of Eastern Carolina

Herbert G. Garrison, MD, MPH

Vice President, Medicaid Affairs, Pitt County Memorial Hospital

Professor of Emergency Medicine, Department of Emergency Medicine, The Brody School of
Medicine at East Carolina University

Brian Kuszyk, MD
Chief of Staff, Department of Radiology, Chief of Staff Elect, Pitt County Memorial Hospztal

o John Gizdic

Vice President of Strategic Services and Business Development. New Hanover Regional Medical
Center

‘, [I1. Public Comment



MINUTES
' HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED AND RELATED HOSPITAL ISSUES
THURSDAY, NOVEMBER 17, 2011
6:00 p.m.
CAPE FEAR COMMUNITY COLLEGE, WILMINGTON, NC

The House Select Committee on Certificate of Need and Related Hospital Issues met on Thursday,
November 17, 2011 at the Cape Fear Community College in Wilmington, NC at 6:00 p.m.
Representatives Avila, Brandon, Steen, and Torbett were present.

Representative Steen presided. He welcomed members and audience and introduced members and
staff. Representative Torbett welcomed everyone.

The following presentations were given:

Denise Mihal, RN, MBA, President, Brunswick Novant Medical Center COQO, Novant Health's
Eastern Carolina Market (see attached)

Dennis Coffey, Chief Financial Officer, Dosher Memorial Hospital(see attached)
‘ Sue Collier, RN, MSN, Vice President, University Health Systems of Eastern Carolina(see attached)

Herbert G. Garrison, MD, MPH,Vice President, Medicaid Affairs, Pitt County Memorial Hospital
Professor of Emergency Medicine, Department of Emergency Medicine, The Brody School of
Medicine at East Carolina University(see attached)

Brian Kuszyk, MD, Chief of Staff, Department of Radiology, Chief of Staff Elect, Pitt County
Memorial Hospital (see attached)

John Gizdic Vice President of Strategic Services and Business Development, New Hanover Regional
Medical Center (see attached)

Representative Torbett: On line 7 you mentioned 29.6 million in bad debt, is that fiscal year?

John Gizdic: That is an annual amount that we provide in bad debt, and bad debt as opposed to
charity care, those who qualify with guidelines, as Denise went over in her presentation as it relates
to the poverty level, bad debt are accounts that we would expect to collect, but people do not pay.
Representative Torbett: Slide 8, can you give me your qualifiers for your listing of uncompensated
care clause?

John Gizdic: Two ways to look at uncompensated care. On this slide this is the total amount of bad
debt and charity care. This is gross charges, on the prior slide I mentioned the ANDI report because
that is a consistent way-for hospitals across the state to identify community benefit.



Representative Avila: Back in your uncompensated care slide, how does your cost per patient
compare from 2001 to current? And in the number, are you serving more patients? You just have a
gross number here. Serving more people is going to make that go up. '

John Gizdic: Probably the easier way to describe that would be on a percentage basis or percent of
our revenue that is uncompensated. About seven years ago [ believe our uncompensated care was
running about three percent and today it is approaching seven percent. Proportionately it has gone up
dramatically. Those are the dollar amounts. So certainly serving more patients, as we have grown,
that has grown with it, but is has grown at a higher rate than the patient volume has grown.
Representative Avila: The gross patient revenue by payer is probably one of the most amazing
things | have ever seen. How in the world are you able to go with 67%, with those that do not pay
100% or not at all if you are staying in business. What is the secret?

John Gizdic: I think that is the struggle of every not for profit hospital in the country right now, is
how much longer can we survive with cuts in reimbursement and our expenses continuing to go up. |
think almost half of the hospitals in North Carolina lost money last year. So it is certainly a
challenge. Through collaboration, through our commitment to our employees, we’ve been able to
sustain solid financial performance, but it is a greater challenge every year as that payer mix changes
and reimbursements go down.

Representative Brandon: If you are a public hospital, that is also a teaching hospital, are you able to
qualify an AMC exemption also, how does that work?

John Gizdic: No we are not classified as an academic medical center, we are just a teaching hospital.
We get residents from those fine facilities.

Public Speakers deferred.

Representative Avila: The resident program has always been an issue for me, because | find a
number of young people I know, that have gone to medical school and they go outside of the state for
residency because there are issues with having enough slots here. How is that program set up and
what happens with it?

Paul Vick, East University Medical Center: It is a national system in which there are x number of
slots for students to apply. There is actually a national matching system, matching students to their
first choices and institutions to their first choices. So students from North Carolina choose programs
that are out of state or there may be a specialty in which there are residency slots in North Carolina.
Representative Avila: One of the things that | have seen that happens is that most of the time the
students that stay in the general area where their residency is. Where does the money come from?
Paul Vick, East University Medical Center: Part of the money comes from Medicare, which is
payment in the GME system, but in most cases GME only pays a portion of the cost of residents.
The individual institutions have to come up with the additional dollars. There are a limit to the
number of residencies that Medicare will pay for. Most of the institutions in North Carolina, we may
have 400 slots that Medicare compensates part for, but most of us have residents in excess of that.

Representative Torbett: Is there some way to increase the number of slots?

Paul Vick, East University Medical Center: There has been legislation from the federal level for
several years to try to increase the number of slots by 15,000 and it has not been successful at the
federal level. The thing that you could do at the state level would be for the state to increase the
compensation at public institutions at East Carolina and UNC by actually funding additional
residency slots.

Representative Steen adjourned the meeting.
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House Select Committee on the Certificate of Need Process

My name is Dennis Coffey. | am the Chief Financial Officer for Dosher Memorial Hospital in
Southport. Dosher is a Critical Access Hospital that has served the needs of Southeast Brunswick
County for over 80 years. First, let me say that | am supportive of the CON law and believe it is
necessary to avoid unnecessary duplication of services and “skimming of profitable services” that
financially harm community hospitals. It is far too difficult in today’s environment to cover the cost
of those patients without the ability to pay who use community hospitals as their primary source of
healthcare. | do believe there are many opportunities to improve the process and reduce the
administrative burden on healthcare providers.

These issues are fresh on my mind, as our Hospital filed on November 15™ the document | have with
me tonight. You can see that this | quite a large amount of paper for a project that will renovate
patient rooms that were built in the 70’s, do not meet ADA requirements for toilet facilities, and do
not have a sprinkler system. We have incurred costs of over $100,000 just to file this application.
And this does not count the staff time expended to gather the data required to fulfill the
requirements. Many of the documents requested could be avoided if the facility making the request
is Joint Commission Accredited. Copies of policies required for accreditation should not be needed.

| would offer the following suggestions for improving the process:
e The current $2,000,000 limit is too low. This has not changed in far too many years.

* There needs to be an expansion of the categories of what can be expedited. $5 million is a good
start, but replacement / modernization project limits could move up to a higher level, maybe
$15 million and save everyone time and money.

e Appeals process is too long and costly; should be shortened; penalties for frivolous appeals
should be higher and more enforceable. There should be particular focus on appeals by
competing entities so that appeals are not filed merely to slow down a competitor.

¢ Small hospitals are penalized by current target occupancy tiers. Critical Access Hospital’s {CAH)
target occupancy should not be same as 99 bed hospital. Daily fluctuations in census have a
much greater impact on smaller facilities. Five patients in a CAH would be 20% of the licensed
bed capacity, vs. 5% of the 99 bed hospital. CAH should have lower target, no more than 50%.

¢ Failure to recognize dual role of beds for observation/inpatient acute care is not realistic. CON
methodologies and state plan need to keep up with reality of way small hospitals are operated.
Observation patients occupy the same beds as patients counted in current methodologies.
Using these patients in the census count would reflect the reality of using the same beds, which
is far more cost effective than building and staffing a separate unit. This would hold true up for
most hospitals with less than 100 beds.




ACADEMIC ME’DICAL CENTERS
AND THE
CERTIFICATE OF NEED LAW
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Key Points

« Academic Medical Centers (AMC’s) provide a
unique and vital service for North Carolina
citizens :

f
i

« Policy AC-3 (the AMC exemption) is not
exemption from all Certificate of Need
requirements and is limited to individual AMCs

/ .
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7 Pite Counzy Memorial Hospital
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AMCs Medical School
- Pitt County Memorial - ° Brody School of
Hospital, Greenville Medicine at ECU
» Duke University -++ * Duke University
Hospital, Durham School of Medicine
» UNC Hospitals at - ¢« UNC-Chapel Hill
Chapel Hill, Chapel Hill School of Medicine
» Wake Forest Baptist _{{. ° Wake Forest
Health, Winston-Salem University School of
Medicine
/IM,.‘;;;;T" HsArlr.uju .Svs;’r}zlzus
S o

! %AM@@ ot Umﬁ@]@@ &

< NC’s four medical §choois host 1‘83"’11"rinéd’bicél
students

» Over 80% of the medical residents in North Carolina
are trained at the four AMCs

« AMC teaching activities are critical to the education
of the state’s healthcare providers.
» Nearly 40% of NC medical school graduates practice in our state
> Over 40% of physicians who did their residency in NC stay in state

+ 59% of Brody School of Medicine’s (BSOM) graduates practice in
NC

o 28% of BSOM graduates practice in rural North Carolina

= 4,477 UNC-CH School of Medicine medical students and residents

practice in NC yaw
/ Universrry Heavrn SysTems
Pitt County Memsorial Hoipital
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+ AMCs provrde umque cllnlcal educatlonand tralmng,
: mcludmg ,

clinical trials and treatment protocols '

“+ AMCs have mtegrated research teachlng and clmlcal
mrssnons :

Universtty Heaurw Svsrens
Pist Courigy Meomorind Hospisal

Pollcy AC-3 is only avallable under deflned
clrcumstances . R

. Bona fi de academlc need

Academrc accredltatlon requrrements

Documented expansron of research actlvmes

Documented expansron of students or residents

1

Eqmpment necessary for the recrurtment or retentlon of faculty

. Demonstratlon that other non-AMCs W|th|n 20 fmltes
cannot meet the need after consultatlon rega i
possnble collabora’uon e 7

. o / Umvxnsrrv Heavrn Systems
[ T o S Pize Counsy Memerial Huipisial

11/16/2011



Wiyl AGBIGIR T o 50

-}

@

Research and education needs are not reflected in
the regular need methodologies of the State Medical
Facilities Plan.

AMC’s need flexibility to submit CON applications to
accommodate:

« Approved expansions of residency programs
» Newly won research funds
« Changes in requirements of specialty education

accrediting bodies

;
U ————

o~

—
/h\m csrsiry HEALTH SvsTEMS
v Pirt Connty NMemerial Hospital

ExnmpB@@ of @@m@ me ts .

Duke acquired a dedicated pedlatnc heart-lung bypass machme to
support research, teaching, and clinical service in pediatric open-
heart surgery

UNC was approved to acquire a linear accelerator solely dedicated to
intra-operative use to support research, teaching, and clinical needs
related to particular oncology patients.

Baptist has an MRI and PET/CT simulator obtained through Policy
AC-3 for the exclusive use of radiation oncology treatment planning
and related research and education

Pitt County Memorial Hospital added 20 pediatric and traumatic brain
injury rehabilitation beds to provide specialty training to physical
medicine and rehab residents (previously residents had to travel across

the state for the specialty training) S y—
/bmvnsln Heaurn Systems
,j' Pitt Counzy Momerial Huspitul
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cademic Medical Centers,,must comply with the
- Certificate of Need Law

+ Policy AC-3 is not an ejxe:r:’ri'ption from all CON
requirements

« Policy AC-3 provides an alternative to the need determinations set
forth in the State Medical Facilities Plan for academic projects
under defined and very narrow .conditions.

= Using Policy AC-3, AMCs must stnll meet all CON statutory criteria,
in addition to the requirements of the Policy. ‘

w» Like all CON appllcatlons AC-3. appllcatlons are subject to. revnew
public comment and hearmg, and appeal and they are not alwayS‘ :
approved. . . B —— s

,4"”' ~
Untverstry Heavrs Svsrems
Pitt Connty Memarial Hespisal

e

- Applicants must consult with non-AMC providers within
20 miles before filing applications under Policy AC-3
about possible collaboration to meet academic need. No
other applicants must consult with other providers before
filing applications. :

+ Other providers may pafticipate in the public comment
and hearing process, and may appeal approvals of
applications. ,

"+ All providers have the ability to seek changes or
“exceptions to the need determmatlons for non-academlc

Councll ! - )
E . 7 Universrry Heanrs SysTems
te Pitt Counzy Memorial Hospival
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- AC-3 Over Time

- In almost 30 years of the Policy, we are aware of opposition to only
three AC-3 applications (Two were resolved quickly; the third is still in liigation, th
appellant has availed itself of its statutory appeal rights to challenge the approval of the
application)

» For decades there were no petitions filed with the State Health
Coordinating Council to modify the Policy, despite annual
opportunities

o Last year, the issue was raised with the SHCC
- Extensive analysis and discussions among all stakeholders about the Policy
» NCHA convened a task force, including representatives of those parties

opposed to the Policy, to examine the issue and make recommendations
+ NCHA produced a recommendation unanimously endorsed by the task force
and the NCHA Board, which was subsequently approved by the SHCC

/

@

» Novant Health expressly supported the revised Policy and endorsed its

adoption w//_:_:{ ....... -
Universiry Hearrn SysTeMs
. Pirt Caunty Memorial Haspital
"
- N

AMCs In 1963 and 2011

> The “footprint” of the AMCs remains unchanged
since Policy AC-3’s inception in 1983

> The Policy is expressly limited to the 4 hospitals
directly attached to the state’s 4 medical schools.

> While AMCs may be in systems with other hoépitals,
the Policy is strictly limited to the academic medical
center teaching hospital itself

/U ~versery Heavrn Sysrems
e Pitt Counzy Memorial Hespital
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AMC and CONLaw Summary

« Academic Medical Centers are not just large hospitals,
they offer unique and vital services

+ AMCs must be able to meet teaching and research needs
that do not exist at other hospitals, AC-3 recognizes this
need

+ AMCs can only use Policy AC-3 within narrowly defined
circumstances

» The current Policy AC-3 has been unanimously supported
by the State Health Coordinating Council, the North
Carolina Hospital Association, the academic medical

. e
centers, and other non-AMC hospitals / .
Untverstry Heaurn Systims

» Pist Caunty Memorial Hespital

15

13

11/16/2011




i
N' New Hanover

I Regional Medical Center

NHRMC overview
John Gizdic

Development

Presentation to:
House Select Committee on .

Nov. 17, 201
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NHRMC: Who we are

# New Hanover '
Regional Medical Center
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A historical overview

* Voters approved bonds for New
Hanover Memorial Hospital in
November 1961. Issue passed by
272 votes

* \Voters rejected funding hospital
operations

* Hospital opened June 14, 1967,
merging black and white hospitals
without violence, protest or
demonstration - this region’s
shining civil rights moment

* Mission of serving all - regarding  Today, taxpayers in New Hanover County pay
of race, creed, or ability to pay -  this much toward NHRMC's budget:

continues today

Organization overview

¢ NHRMCis ninth-largest hospital in North Carolina. Licensed for
769 beds

* By far the state’s largest county-owned public hospital (NHRMC
and Carolinas Health System — a hospital authority — are only
county-owned hospitals among state’s largest 25 hospitals)

* NHRMCincludes:
Main campus on 17t Street
Cape Fear Hospital
— Coastal Rehabilitation Hospital
Behavioral Health Hospital
Cameron Women'’s and Children’s Hospital
New Hanover Regional EMS
¢ Relieved county taxpayers of annual $2 million debt
* (Cardiac save rate went from 4% in 1998 to 33% today
* Management agreement with Pender Memorial Hospital —
Critical Access Hospital — preserving access in rural county

11/16/2011  °
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Clinical excellence

¢ NHRMC offers specialized services in
cardiac, orthopedic, oncology, vascular,
trauma and neonatal care

* Orthopedic program consistently ranking
among nation’s top 10%

e (Centers of Excellence in Cardiac and
Bariatric services. Designated as Teaching
Hospital Cancer Program. Working toward
certification as Stroke Care Center

* Teaching hospital in four residency
programs: Internal Medicine, OB/GYN,
Surgery, and Family Medicine. Affiliated
with the UNC School of Medicine

— Family Medicine’s mission is training
physicians to serve rural areas

* Physician staff of 540+ offers specialties
comparable to larger metro areas

+ New Hanover
Regional Medical Center

Gross Patient Revenue
by Payer

6.3%

® Uninsured

47.5% B Other

B Managed Care

267%  m Medicaid

W Medicare

13.6%

67.4% of patients are government-funded or uninsured

New Hanover

Source: NHRMC Unaudited Financials for FY11
s Regional Medical Center
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NHRMC benefit to the community

* Per ANDI report: $40 million in community  § e
benefit; $29.6 million in bad debt b -

¢ Safety net for seven counties

* Lose millions providing psychiatric care,
outpatient clinics and EMS

* Other examples of community outreach:

— Outpatient pharmacy — vouchers for poor
patients who cannot afford medications

-~ About 440 free mammograms to poor women
through Pink Ribbon program

NHRMC pediatric nurses coordinate
— About 530 free cardiac screens, mostly for care twice a year at Camp Special Time
women, through Red Dress program in Camp Lejeune

* Community sponsorships exceed $280,000

+ New Hanover
Regional Medica! Center

Growth in NHRMC uncompensated care

$140,000

$120,000 e i 1+ i et

$100,000

$80,000

$40,000

$20,000 e oo

FYo1 FY02 FY03 FYo4 FY0S FYas Fya7 Fyos FYo9

W Bad Debts @ Indigent Care




Local economy depends on NHRMC

Within NHRMC
¢ Employer of 5,118, including 1,414 staff nurses
* In worst economy since the Depression ...
— No layoffs
— Raises kept in place — market adjustment this year
— Basic health insurance rates flat for seven years
¢ Added employee gym and employee health clinic
last year
In the region
* [mpact of more than $1.5 billion annually on New
Hanover County’s economy

® More than 9,000 jobs depend, directly or
indirectly, on our viability

® Largest employer in Southeastern NC

* Industry cannot recruit key personnel without SD"“'“: :"(f.gfsf“’e;;k“legml'lh Bevelonment
presence of strong medical center emonstrations and Rural Health Developmen

+ New Hanover
Regional Medical Center

Keys to our current success

+ New Hanover
Regional Medical Center

11/16/2011
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Growing to meet demand

* Facilities upgrade in 2006-
09, CON-approved project

* No public tax money

* Added:

- Women'’s and Children’s .
hospital, with region’s first
PICU

— New surgery center, with
robotic surgery

] Cameron Women’s and Children’s Hospital
— Renovated patient tower,

with almost all private rooms

+ New Hanover
Regional Medical Center

Collaborating in the region

Pender Memorial Hospital

¢ Critical Access Hospital in Burgaw, rural area 25 miles
north of Wilmington

¢ NHRMC began operating agreement in 1999, an arrangement
credited with keeping Pender open

* Through CON process, Pender partnered with NHRMC to open two
new ORs and expand ED

* NHRMC contracted with two primary care doctors in Burgaw to
increase access

* InFY 2011, NHRMC funded about $3M for Pender - $1.4 million in
capital and $1.6 million in operating loss

% New Hanover
Regional Medical Center

11/16/2011




Collaborating in the region

Brunswick County

¢ Affiliation agreement with Dosher Memarial Hospital,
Critical Access Hospital in Southport

* NHRMC manages hospitalist program at Dosher

¢ NHRMC physician specialists expanded services to Brunswick County

¢ NHRMC helps with physician recruitment to rural Brunswick County

* Partnered with physicians through CON process to establish radiation oncology
in Supply

* NHRMC works on patient transport issues in Southport/Supply area

In the region

* Founding member of Coastal Carolinas Health Alliance, which includes 12
partners in eastern NC

* Help recruit physician specialists to make rotations to Columbus County
e Established urgent care in Duplin County

+ New Hanover
Regional Medical Center

Physician relationships

¢ NHRMC partnered in joint
venture with physicians on
CON project to open
operating rooms in
northern New Hanover
County

* Working with physicians
and other agencies to
expand access to medical
records through Health
Information Exchange

* Continue to partner on
increased clinical
integration with physicians
over entire continuum of
care

11/16/2011



Our CON experience

# New Hanover
Regional Medical Center

CON’s three primary goals
® |ncrease access

— Protect access in rural counties by partnering |
with Critical Access Hospitals, recruiting primary and specialty
doctors to rural areas and opening services closer to where patients live

— CON projects such as ambulatory surgery center, outpatient radiation
oncology center, and master facility expansion plan brings services closer to
patients, allowing them to stay home for care. :

* Improve quality
— Achieved 99% of core measure quality indicators in FY 2011
— Top quality designations in areas such as cardiac, orthopedics and bariatrics

* Reduce costs
— Community Value Five-Star Hospital by Cleverley + Associates
— Reduce duplication of services through collaboration and regional planning

# New Hanover
Regional Medical Center

11/16/2011  ~




Our view of CON

® CON allows us to provide community benefit and
unprofitable services, such as a regional trauma center,
psychiatric hospital, and teaching clinics. We are able to serve
as the region’s safety net provider, fulfilling our mission

® CON allows us to perform dual roles that would otherwise
contradict one another: Compete as a business — without
taxpayer subsidy - while providing access at all times to all in
need, regardless of ability to pay

* Minor adjustments could be warranted. Major overhaul is not
needed and would harm health care in this state

+ New Hanover
Regional Medica! Center

11/16/2011
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Corrected Notice

NORTH CAROLINA HOUSE OF REPRESENTATIVES '
COMMITTEE MEETING NOTICE
2011-2012 SESSION

You are hereby notified that the House Select Committee on Certlficate of Need Process and
Related Hospital Issues will meet as follows: :

DAY & DATE: Tuesday, November 1, 2011 (Date Change)

TIME: 6:00 PM

LOCATION: The Citizens Center LOB

COMMENTS: Council Chamber, 400 East Central Avenue, Mount Holly, NC 28120

Regular House Select Committee on Certificate of Need and Related Hospital Issues with Public
Comments

Respectfully,
Representative Steen, Chair
Representative Torbett, Chair

I hereby certify this notice was filed by the committee assistant at the following offices at
8 AM o’clock on October 17, 2011.

] Principal Clerk
[_] Reading Clerk — House Chamber

Viddia Torbett (Committee Assistant)



Viddia Torbett (Rep. Torbett)

‘om: NCGA Committee Notices <noreply@ncleg.net>
ent: Thursday, September 29, 2011 3:08 PM
Subject: <NCGA> House Select Committee on Certificate of Need Process and Related Hospital

Issues Committee Meeting Notice for Thu, 11-03-2011 at 6:00 PM

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2011-2012 SESSION

You are hereby notified that the House Select Committee on Certificate of Need Process and Related
Hospital Issues will meet as follows:

DAY & DATE: Thursday, November 3, 2011
TIME: 6:00 PM
LOCATION: The Citizens Center .
COMMENTS: Council Chamber, 400 East Central Avenue, Mount Holly, NC 28120
‘Regular House Select Committee on Certificate of Need and Related Hospital Issues with Public Comments
Respectfully,

Representative Steen, Chair
Representative Torbett, Chair

| hereby certify this notice was filed by the committee assistant at the following offices at
2 PM o’clock on September 29, 2011.

Principal Clerk
Reading Clerk — House Chamber

Viddia Torbett (Committee Assistant)

This message was sent to you by Viddia Torbett (Rep. Torbett) (torbettla@ncleg.net) because you signed up to
‘ceive NC General Assembly Committee Notices by email. To unsubscribe, visit

tp://www.ncleg.net/gascripts/Committees/Committees.asp?sAction=ViewDLForm&sActionDetails=House%
© 20Standing




General Asgembly of North Carolina

REPRESENTATIVE FRED STEEN %ouse 92[8“ ¢omml’ttee REPRESENTATIVE JOHN TORBETT
g()c()).gl..lSA.‘:tlSBURY STREET ®n g()% (I‘:IHQEISBURY STREET
RALBIGH, NC 21603-5925 the Certificate of Feed Process RALEIGH, NC 17603595
G158 and Related Bospital Fssues 197353868

COMMITTEE CLERK State Legislative Building

S, S LISBURY STREET Raleigh, North Carolina

RALEIGH, NC 27603- 59.5
(919) 733-5868

AGENDA
6:00 p.m. Tuesday, November 1, 2011
Citizens Center-Council Chamber, Mount Holly, NC

I. Welcome and Opening Remarks
Representative Fred Steen and Representative John Torbett

II. Presentations to the Committee
e Darise D. Caldwell, RN, PhD, FACHE
President of Rowan Regional Medical Center

e Carol Lovin
President, Management Company, Carolina HealthCare System

® Doug Luckett
Acting Chief Executive Oﬂ' icer, CaroMont Health
Maria W. Long
Executive Vice President and Chief Legal Officer, CaroMont Health

III. Public Comment
Individuals who wish to comment may sign up between 5:00 and 6:00 p.m. at the
meeting. Submission of written comments is also encouraged.

Next meeting:
6:00 p.m., November 17, 2011
Cape Fear Community College
McLeod Building, Room §-002
411 North Front Street,
Wilmington, NC



MINUTES
HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED AND RELATED HOSPITAL
ISSUES
Tuesday, November 1, 2011
6:00 p.m.
Mount Holly Citizens Center

The House Select Committee on Certificate of Need and Related Hospital Issues met on
Tuesday, November 1, 2011 at 6:00 p.m. at the Mount Holly Citizens Center, Council Chamber,
and 400 East Central Avenue, Mount Holly, NC 28120. Representatives Torbett, Steen,
Alexander, Avila, Boles, and Randleman attended.

Representative Torbett presided. He welcomed everyone and took a moment of silence for
Senator James Forrester who passed away October 31, 2011. Shawn Parker, staff attorney
presented the committee charge. (See attached)

PRESENTATIONS

Darise D. Caldwell, RN, PhD, FACHE
President of Rowan Regional Medical Center(see attached)

Carol Lovin President, Management Company, Carolina HealthCare System(see attached)

Doug Luckett, Acting Chief Executive Officer, CaroMont Health(see attached)
Maria W. Long, Executive Vice President and Chief Legal Officer, CaroMont Health(see attached)

Public Comment(see attached)

The Committee adjourned at 8:00 p.m.
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Representative Fred Steen, Co-Chair
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PUBLIC COMMENTS
HOUSE SELECT COMMITTEE ON CERTIFICATE OF NEED PROCESS AND RELATED HOSPITAL ISSUES
NOVEMBER 1, 2011
6:00 P.M.
MOUNT HOLLY, NC
Bill Gary

Resident of Mount Holly, have been for about 16 years and I'm also pleased to serve on the board of
Caromont. | am a certified financial planner by training and kind of unique as | have experienced service
from all three of the hospital systems that have spoken here tonight and all of them have given
excellence service. My wife is a graduate of Presbyterian Nursing School, | had two granddaughters that
were born at Carolinas HealthCare System, one of them they operated on her tremendously and were
not able to save her, but the other one, we are glad her, thanks to their efforts, and my wife has had
excellent care at Caromont. | am proud of all three of those institutions. | think you have heard loudly
from all groups concerned so far that the certificate of need process is a very valuable process to the
state of North Carolina. | think it helps us impact the cost of care as well as the quality of care that we
are getting here. The only thing that | would disagree with at all with is that the costs of the certificate
of need process is minimum. | that depends if you’ve got 6 % billion dollars of revenue a year, several
million dollars is not a lot of money to you. It can be a lot of money to some systems, and more than
that, the length of time that it takes. At some point in time after you have gone through the process and
you’ve been awarded here, in our particular case, in 2008, Caromont filed to build a free standing ED
here in Mount Holly. Caromont Health proposed that, Carolinas Health Care said there was no need.
The state ultimately found that there was a need and then Carolinas Health Care reversed and said wait
a minute, we want to do it. That’s fine, we went before the CON, we win the CON. We have now had
two CONs, but there is an unending appeals process. We’re three years down the road and we are no
closer to getting that ED that we need and we have a rapidly expanding population here and we need
those services. At some point we need to say uncle. To endlessly tie things up in court just to try to
mark out a territory seems not to be serving the citizens of this community.

Scott Griffin

This is not the first time | have stood before you, but you may not remember me. If James Forrester
were here, he would remember me and Senator Hoyle as | was | was marched down the isle as the 1997
state teacher of the year. | got to speak before that distinguished body at that time, | was on your turf.
Tonight you are on my turf. 1 live in Mount Holly and | love this community and have great respect for
the people to try to do things for us. You should know that | am now getting to the age of having to
really go through our health care system. | really struggle with how | can come before you and make my
point. My grandson found a ping pong ball. As legislators, everytime you have a tough decision, think
about a ping pong ball. That is kind of how we find ourselves in Mount Holly right now, we have some
outstanding players. My cbmmunity is the ping pong ball. While this game is being played, health care
is needed in this community.

Todd Young

Like Bill and Scott, | want to welcome everyone here. We're used to Representative Torbett, he is a

. great member of our community and we welcome his colleagues to our community. Well, my mom

doesn’t look like a ping pong ball, but thank you for the analogy, Scott, because recently I’'ve begun to
feel like that is exactly what she is. My appeal to you tonight is, and I've learned more about CON than |



ever thought that | could and being a banker | know about government regulation, that was a joke.
About 5 weeks ago my mom suffered the second of five strokes. She is 87 years years old and if you can
picture the little old lady on Sylvester and Tweety cartoon, that’s my mom. The second of the stroke we
drove about 16 % miles to the hospital to get her there in time in that golden hour. Why are we
dickering between two great giant? She went to Caromont ED and then was moved to the floor. About
a week later she was moved to Carolinas Health Systems Rehabilitation Hospital here in Mount Holly
and what a great facility. For the last three years people like my mom have been that ping pong ball and
these are people. There was a quote made tonight that did not sit well with me, that said more care
does not insure a better outcome. Please stop this endless, senseless appeal so that people can stop
fighting over territory money.

Graham Fields

| am here representing the Western Carolina Community Health Care Initiative. | had the great pleasure
of speaking to this committee in Fletcher. The great opportunity of addressing the issue of the COPA in
Asheville was very important as a native of Buncombe County. In that process ! had the opportunity to
represent physicians, providers, and the public and really what it feels like to live in the shadow of a
government created monopoly. The two largest hospitals in the region came together and how that
affects patient care. People continued to share their testimonials. It is really a simple take away as a
quote from Mission’s former CEQ, Bob Burgen, a person who was sort of the virtual author of the COPA,
and this is a quote that is actually from Business North Carolina. “It wasn’t until the state agreed to
monitor Mission that the Justice Department backed off. Sure, we were setting up a monopoly, but it
was justifiable and in the community’s best interest.” | guess my simple take away from that meeting
and from some degree from this evening, is that Mission is a monopoly and the state has an obligation
to monitor that COPA. Unfortunately the state has failed to monitor it and offer the adequate oversight
for the COPA. The WNC Community Health Care Initiative would humbly ask that you would consider
modifying the COPA to better reflect the region’s changing landscape and also to extend the modified
COPA to Mission’s service area and also to pause Mission’s current activities until they can get evaluated
under that new COPA.

Jason Well

’'m on the administrative team on Park Ridge Health. We are a small 103 bed hospital in the town of
Fletcher, NC. CON law has a significant impact on us and the patients that we serve. We have served
that community for 101 years. We recently fought a CON with Mission. They called themselves a
monopoly. The recent vice-president called themselves even a 500 pound gorilla as early as September,
2011. They wanted to build a 130,000 square foot outpatient facility in our back yard. We are the town
of Fletcher of 7500 people. Reuter’s projects a 1% growth rate in the next five years. We live on
outpatient services. Everything serious from a 17 county area goes-to Mission. So all of these small
community hospitals are trying to compete with this state sanctioned monopoly. It is very tough for all
of us to compete. They know that the town of Fletcher can’t support two health campuses, one is going
to have to go. Is it going to be the organization that has 550 million dollars in the bank or is it going to
be the organization like Park Ridge Health that has 28 million dollars in the bank. | can’t say thank you
enough for this team to take a deep look at them and go deep and look at this organization and look at
what is happening that is absolutely unprecedented in health care. There is no where in the Carolinas
that exists the market share that Mission has. | please ask that you do something to reject their
application for AC3. Can you imagine if they can get out of the anti-trust, they used the COPA to get out



of anti-trust and now they want to use AC3 to get out of anti-trust. You’ve heard Mr. Vinroot stand up
and say let my people go, it's time, Moses, let my people go. They get out of the COPA first of all and
then they use AC3 to get out of anti-trust.

Dr. Jayne Kendall

I’m the medical director and chairman of the emergency department of Gaston Memorial Hospital with
Caromont Health. Gaston Memorial Hospital’'s emergency department provides outstanding cardiac and
hospital care to the citizens of the county. We have more than 105,000 patients annually, making us
one of the busiest emergency departments in the state. We have minimized our turnaround time. From
the minute a person walks through our door, it takes less than 3 hours to have all the lab tests, radiology
tests, and procedures done for the patient to be discharged or admitted. We have implemented
operations improvements and our volume continues to grow. We need another facility. We could have
built and began operating the new ED over a year ago, but we have been delayed by unnecessary and
continued appeals through this proc<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>