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2714 Mail Service Center
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RE: The Petition of Novant Health, Inc., Rowan Health Services Corporation and
Rowan Regional Medical for an Adjusted Need Determination of 10
Rehabilitation Beds for Rowan Regional Medical Center

Dear Ms. McClanahan:

On behalf of Carolinas HealthCare System (CHS), I am providing the attached comments
on the petition filed by Novant Health, Inc., Rowan Health Services Corporation and
Rowan Regional Medical Center for an adjusted need determination of 10 rehabilitation
beds for Rowan Regional Medical Center. Our comments are organized to concisely
provide the background and context for review of the petition and specific rationale for
denial of the petition.

CHS opposes the petition to add 10 rehabilitation beds to Rowan County and
recommends the petition be denied. If you have any questions regarding these comments
please do not hesitate to contact us. Thank you for the opportunity to provide these
comments.

Sincerely,

3. DALY,

F. Del Murphy, Jr.
Vice President

P.O. Box 32861 * Charlotte, NC 28232-2861 * 704-355-3398




Carolinas HealthCare System

Comments in Oppositien to the Petition of Novant Health, Inc.,
Rowan Health Services Corporation and Rowan Regional Medical
for an Adjusted Need Determination of 10 Rehabilitation Beds
for Rowan Regional Medical Center

August 28, 2008

Carolinas HealthCare System (CHS) is providing comments on the petition filed by
Novant Health, Inc., Rowan Health Services Corporation and Rowan Regional Medical
Center for an adjusted need determination of 10 rehabilitation beds for Rowan Regional
Medical Center. Our comments are organized to concisely provide the background and
context for review of the petition and specific rationale for denial of the petition.

Background and Context for Review of the Petition

The Novant petition has been filed as a result of the current relocation and development
(to CMC-Mercy in Charlotte) of the 10 rehabilitation beds that were formerly operated at
Rowan Regional Medical Center (Rowan). The 10 beds being relocated to CMC-Mercy
originated from a certificate of need that was granted to CHS in 1998. This particular
certificate of need authorized CHS to initially locate the beds at Rowan or CMC-Mercy.
Please see Attachment 1 for a copy of the certificate of need issued to CHS in 1998. In
1998, CHS determined to initially locate the beds at Rowan. This certificate of need also
authorized CHS to relocate the beds to CMC-Mercy from Rowan in the event CHS
terminated its management services contract to manage the unit at Rowan. In 1998,
representatives at Rowan and CHS agreed to the terms of the management services
contract which acknowledged the beds could be relocated to CMC-Mercy in the future.
Earlier this year CHS terminated the management services contract. CHS has
commenced development of these 10 rehabilitation beds at CMC-Mercy and expects
them to be operational at CMC-Mercy in early 2009.

Earlier this summer (June 26, 2008) the three parties to the petition filed a request for a
declaratory ruling with the Division of Health Service Regulation (DHSR) to allow for
the continued operation of these 10 rehabilitation beds at Rowan. In essence, Rowan now
disputes CHS’s authority to relocate the beds to CMC-Mercy even though it agreed to
such an arrangement in its management services contract with CHS. On August 22,
2008, after reviewing all the facts and issues presented by Novant and CHS in the
matter, the acting Director of DHSR (Mr. Jeff Horton) denied Novant’s request for
declaratory ruling.




Specific Rationale for Denial of the Petition

e The Proposed 2009 State Medical Facilities Plan contains a specific methodology for
calculating need for additional inpatient rehabilitation beds. The total beds located in
HSA 111 are currently below the prescribed HSA-wide target occupancy percentage of
80 percent. Based on the state’s current need methodology, additional beds for HSA
I1I are not indicated at this time. Rowan will be able to apply for additional inpatient
rehabilitation beds when need is evidenced in future years.

e Even if there were a need for 10 additional inpatient rehabilitation beds (which there
is not), the need would be for HSA III as a whole, which is the State Health
Coordinating Council’s (SHCC) inpatient rehabilitation bed planning region, not
Rowan County or a specific site within Rowan County.

e On July 15, 2008 CHS, in conjunction with Stanly Regional Medical Center, filed a
CON application to construct a new state-of-the-art 40-bed inpatient rehabilitation
facility in Concord, Cabarrus County, through the relocation of existing inpatient
rehabilitation beds within HSA III. This new facility will be conveniently located in
the northeast quadrant of HSA III and will provide significant access to the residents
of Rowan County. The proposed 40-bed facility in Cabarrus County is modeled after
the 40-bed facility CHS opened in Mt. Holly (CR-Mt. Holly in Gaston County) in late
2007. CR-Mt. Holly has been well received by patients living in and around the
southwest quadrant of HSA III, including but not limited to Gaston, Lincoln and
Cleveland Counties. In addition, through July 2008 the Mt. Holly facility is operating
at 65 percent average occupancy, an indicator of the facility model’s success and role
as a provider of inpatient rehabilitative care in the region.

e The petitioners state the removal of the 10 beds without allowing their replacement
“will result in irreparable harm to the patients of Rowan County.” CHS strongly
disagrees with the petitioners’ statement. In fact, of the 100 counties in North
Carolina, 79 counties do not contain any inpatient rehabilitation beds. There are no
other petitions filed by any other provider in these 79 counties requesting additional
rehabilitation beds. The distribution of facilities and beds across the state is reflected
in the map included as Attachment 2.

e The regional nature of inpatient rehabilitation services is further evidenced by the
percentage of patients treated in a given facility that reside in the county where the
facility is located. CHS analyzed the patient origin data in the North Carolina
Discharge Database for each inpatient rehabilitation provider. The average percentage
of patients from the same county as the facility is approximately 50.8 percent.
Applying the 50.8 percent patient origin percentage to smaller, 10 bed programs such
as Rowan demonstrates that fewer than five patients per day would generally
originate from Rowan County.




e There is currently an adequate supply of facilities and beds for Rowan County
patients to obtain needed rehabilitative care. Available facilities and beds are located
in nearby Albemarle, Charlotte, Greensboro, High Point and Winston-Salem.

In summary, CHS opposes the petition to add 10 rehabilitation beds to Rowan County
and recommends the petition be denied.




ATTACHMENT 1

Certificate of Need Awarded to CHS in 1998
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SCOPE:

CHS shall develop no more than ten inpatient rehabilitation beds at either Mercy Hospital
("Mercy”) or Rowan Regional Medical Center (“Rowan™). In the event the project is
developed at Rowan and is required to be licensed and certified as part of Rowan, the CON
shall be transferred to Rowan for good cause for the duration of its Management Contract with
CHS. However, upon termination of the above mentioned Management Contract, this CON
shall authorize development of the ten inpatient rehabilitation beds at Mercy.

CON CONDITIONS

1. Carolinas Healthcare System shall materially comply with all of the representations made by itin
the documents it submitted to the Certificate of Need Section on October 28, 1998

2. ‘Carolinas Healthcare System shall develop no more than ten inpatient rehabilitation beds.

3. At the request of the Certificate of Need Section, Carolinas Healthcare System shall provide
documentation of the types of services provided to patients in the rehabilitation unit in
accordance with the data format and reporting requirements that will be formulated by the
Agency. '

4. Carolinas Healthcare System’s approved capital expenditure amount shall be $2,399,900.

TIMETABLE
Construction Contract Awarded November 1, 1999
25% Construction Completed December 27, 1999
50% Construction Completed February 15, 2000
75% Construction Completed March 28, 2000
Completion of Construction May 15, 2000
Licensure of Facility June 1, 12000
Occupancy/offering of services ik June 1, 2000

Certification of Facility ] June 1, 2000




ATTACHMENT 2

Map of North Carolina Rehabilitation Facilities by HSA
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