ATTACHMENT 3

W
Hospice Methodologies Task Force

Background Information for January 23, 2009 Task Force Meeting

(The following may be supplemented prior to or during the Task Force’s discussion.)
W

The 2009 State Medical Facilities Plan contains a methodology for determining need for new
hospice home care programs and a methodology for determining need for new hospice inpatient
beds. ,

Evolution of the Methodologies since 2002 '
The basic approaches utilized in the 2009 Plan methodologies were introduced in the 2002 Plan.
The following modifications have been made since 2002.

The modifications for the 2003 Plan increased the placeholder adjustment for a new hospice
program, modified how the placeholder is applied and removed provisions related to the
contiguous county inpatient methodology.

For the 2005 Plan, Step 10 of the inpatient bed methodology was revised to remove language
regarding adjustments being made for “approved but not yet operational facilities.”

Modifications were made for the 2006 Plan based on recommendations of a Hospice
Methodologies Task Force. The modifications: revised Step 8 of the hospice home care
methodology to clarify when the placeholder is applied; revised the home care assumptions and
methodology to introduce a deficit index of 10% as a factor in making need determinations;
revised the inpatient bed assumptions and methodology to base total estimated inpatient days of
care on eight percent of total estimated days of care, project inpatient beds based on 85 percent
occupancy and adjust projected beds for occupancy rates of existing facilities that are not at 85%
occupancy.

For the 2009 Plan, the home care methodology was modified to utilize the statewide median
rather than the statewide average to project the number of hospice deaths for each county and the
inpatient methodology was modified to adjust need determinations for counties that have 300
percent or greater days of care per 1000 population than the State average and also have an
inpatient facility that has been licensed since January 1, 2006, or Certificate of Need approved
beds, or need determinations in prior plans.

Hospice Home Care Need Determinations

As indicated in the following Table, there have been need determinations for new hospice home
care programs/offices in several counties since 2002. Prior to the 2006 Plan, need determinations
were identified for home care programs. Beginning in 2006, the determinations were for offices.
Until the 2002 Plan, no plan since 1994 identified a need for a new hospice program based on
application of the standard methodology. There was one need determination in the 2001 Plan
that was identified in response to a petition.




Plan Year # Counties with Need Determinations for New
Hospice Home Care Programs/Offices

2002 6

2003 1

2004 2

2005 1 (One need determination was removed via petition)

2006 0 (Two need determinations were removed via petitions)

2007 0 (See discussion in following paragraph)

2008 0 (See discussion in following paragraph)

2009 2 (Three need determinations were removed via petitions)

There would have been need determinations in the 2007 and 2008 Plans for some counties based
on the standard methodology. However, there were adjusted determinations of no need for
~ additional hospice home care offices in the 2007 and 2008 Plans. The adjustments were made as
a result of numerous new hospice home care offices established in 2005 preceding the effective
date of changes in the hospice home care Certificate of Need legislation of 2005. Limited or no
data was available regarding many of these new offices. The growth in the number of hospice
facilities was substantial. For example, in the Fall of 2004, there were 141 separately licensed
facilities while in the Fall of 2005, there were 230.

As indicated in the following Table, there have been need determinations for new hospice
inpatient beds in several counties since 2002. Noted for each year is the number of need
determinations made as a result of petitions filed requesting that there be a need determination.
The modifications for the 2002 Plan represented the first time the basic inpatient methodology
had been modified since the 1995 Plan. Until the 2002 Plan, no plan since 1995 identified aneed
for new hospice inpatient beds.

Plan Year # Counties with Need Determinations for New Hospice
’ Inpatient Beds

2002 5 (2 counties via petitions)

2003 7 (5 counties via petitions)

2004 7 (3 counties via petitions)

2005 7 (4 counties via petitions)

2006 18 (3 counties via petitions)

2007 9 (6 via petitions)

2008 10 (4 via petitions — need in 3 counties removed via adjustments)

2009 13 (3 via petitions — need in 1 county removed via petition)

The Proposed 2009 Plan, published in the summer of 2008, contained need determinations for
hospice home care programs in five counties and need determinations for hospice inpatient
facilities in eight counties.  Following publication of the Proposed Plan, there were some
changes in the inpatient bed need determinations based on revised utilization data and other
changes based on dismissal of a Certificate of Need appeal and no CON applications being filed
for need determinations in two counties.




Residential Beds

While the Certificate of Need Statute requires that a Certificate of Need (CON) be received prior
to development of new residential hospice beds, the State Medical Facilities Plan has not
included a methodology for determining need for residential beds. It is noted that there have
been relatively few new residential beds proposed for development.

Recent Petitions/Comments

Prior to publication of the Proposed 2009 Plan, a petition was filed by The Carolinas Center for
Hospice and End of Life Care requesting modification of the home care methodology and the
convening of a task force to evaluate the methodologies for the 2010 Plan. Attached is the
Agency Report prepared in response to the petition and the petition. ‘

Eight petitions and related comments were received during the public comment period on the
Proposed Plan. Three of the petitions requested removal of need determinations that had been
identified in the Proposed Plan, four requested need determinations for hospice inpatient beds
and one requested removal of a need determination for inpatient beds. Attached are the Agency
Reports prepared in response to the petitions, the petitions and other comments received.

A comment was received in February 2008 regarding need determinations that were listed in the
2008 Plan for Cumberland, Harnett, Lee and Sampson counties. These need determinations were
identified based on the 2006 Plan and were reallocated using the 2007 Plan methodology. The
reallocation was the result of the dismissal of four appeals of four denied applications received
for scheduled 2006 reviews. The reallocation occurred per application of Plan POLICY GEN-1:
REALLOCATIONS. Attached is the Policy and comment. The Long-Term and Behavioral
Health Committee of the State Health Coordinating Council indicated that the comment could be
considered by the Task Force.

The petitions and comments are being provided as a possible source of issues that may be
addressed by the Task Force.

Other Background Information
Attached is a Table indicating Percent of Deaths Served by Hospice by County as Shown in the
2005 Through 2009 North Carolina State Medical Facilities Plans.

Attached is a Table indicating the Hospice Facilities Approved for Development by County and
Percent Occupancy as Shown in the 2005 through 2009 North Carolina State Medical Facilities
Plans.

Staff contacted contiguous States for information on methodologies or criteria used for hospice
home care or inpatient services. Based on this search, attached are Criteria and Standards for
Certificate of Need for Hospice Services from the State of Tennessee.

Attached is the N.C. 2009 License Application for Home Care, Nursing Pool, and Hospice and
the Hospice Agency 2009 Annual Data Supplement to License Application. The application is
being provided to indicate the type of data that may be available via license applications for use
in planning methodologies.




AGENCY REPORT:
Proposed 2009 Plan ,
Notes related to Petition from The Carolinas Center for Hospice and End of Life Care

P

Request ‘ : ‘
The Carolinas Center for Hospice and End of Life Care submitted a petition requesting a

modification of the existing hospice home care methodology for the 2009 State Medical
Facilities Plan and that a task force be convened to fully evaluate the hospice home care and
hospice inpatient bed need methodologies for the 2010 Plan. '

Background Information

The hospice home care office methodology projects future need using a statewide average
percent of deaths served by hospices to project deaths in each county. County mortality
statistics and mortality rates for a five year period are used as the basis for projections.

Utilization data used in the Plan is compiled from Annual Data Supplements to License

© Applications as submitted to the Division of Health Service Regulation. A need
determination is made for a county if: the deficit is 50 or more and the county proj ected
population is 50,000 or fewer persons and the deficit index is 10% or more; or, the deficit is
75 or more and the county projected population is more than 50,000 persons and the deficit
index is 10% or more. '

A Hospice Methodology Task Force was appointed to consider issues for the 2006 Plan. Task
Force recommendations with regard to the Hospice Home Care Methodology were to clarify
when the placeholder is applied and to introduce a deficit index of 10% as a factor in making
need determinations. '

Application of the standard methodology would have resulted in need determinations in
several counties in the 2008 Plan. However, there was an adjusted determination of no need
for additional hospice home care offices. The adjustment was made as a result of numerous
new hospice home care offices established in 2005 preceding the effective date of changes in
the hospice home care Certificate of Need Jegislation of 2005. The Plan noted that limited or
no data is available regarding these new offices. The same type of adjustment was made for
the 2007 Plan. ‘

Analysis of Petition A

The petitioner proposes changes to the hospice home care methodology for use in the
Proposed 2009 Plan and that a Task Force be convened for the 2010 Plan to evaluate the
hospice home care and inpatient bed methodologies.

The hospice home care methodology projects the number of patients in need (deficit or
surplus) by subtracting the projected number of hospice deaths for each county from the
reported number of hospice deaths plus any adjustments for new hospice offices. Therefore,
there are two components to the equation for projecting need.




The petitioner proposes that the component for projecting the number of hospice deaths for
each county be modified to use the statewide median rather than the statewide average to
calculate the projected number of hospice deaths for each county. The statewide average used
in the 2008 Plan was 30.46%. In comparison, the statewide median would have been
27.02%. Therefore, use of the median rather than the average would have resulted in a
reduction in the number of projected hospice deaths.

With regard to the other component for projecting need, the petitioner proposes to apply a
three-year compound annual growth rate to the number of deaths served by existing hospices.
Given the growth in the number of hospice deaths served in the state over the past several
years, this would increase the number of projected deaths to be served by hospice agencies. If
this methodology were applied to the 2008 Plan, the three year compounding would have used
data for 2003 and 2006 which are reflected in the 2005 and 2008 Plans. In the 2005 Plan, the
number of hospice deaths was 16,889 compared to 22,653 in the 2008 Plan. This represents a
growth of 34.13% in the number of hospice deaths reported.

In summary, application of the proposed methodology would introduce compounded growth
over a three year period to one component of the methodology but not to the other. The
component of the methodology which projects the number of hospice deaths would not be
adjusted to reflect the growth in the percent of deaths served by hospice which has been
substantial. The statewide average used in the 2005 Plan was 23.53% compared to 30.46% in
the 2008 Plan which represents a growth of 29.45%. The statewide median in the 2005 Plan
would have been 20.86% compared to 27.02% in the 2008 Plan which represents a growth of
29.53%. : - :

With regard to the methodology to project need for new Medicare-Certified Home Health
Agencies or Offices, it is noted that average annual rate of change over the previous three
years 1s a factor in projecting both potential total people served and projected utilization.

Agency Recommendation

The Agency recommends that the Petition be approved in part. The Agency recommends that
a Hospice Methodology Task Force be convened to fully evaluate the hospice home care and
‘hospice inpatient bed need methodologies for the 2010 Plan. The Agency also recommends,
as proposed by the petitioner, that the statewide median be used to project the number of
hospice deaths for each county. The use of the median is viewed as a reasonable alternative to
the use of the average. The Agency recommends that the proposed modification of the
hospice home care methodology regarding application of a three-year compound annual
growth rate to the number of deaths served by existing hospices be denied. The Agency
views its recommendations to be reasonable in light of the Task Force to fully evaluate the
methodologies. Attached is a modified “Table 13B: Year 2010 Hospice Home Care Office
Need Projections for Proposed 2009 Plan,” reflecting use of the median rather than the
average. - .
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