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DATE: JULY 31, 2009

Health Planning Source (HPS) recommends one addition to the hospice inpatient bed methodology
for the 2010 State Medical Facilities Plan (SMFP). HPS setved as a resource for the Hospice
Methodology Task Force that developed the draft hospice methodologies adopted in the 2070
Proposed SMEP.  After the publication of the draft hospice methodologies, The Carolinas Center for
Hospice and End of Life Care, which also served as a resoutce to the Task Force, received feedback
from a member noting that in some counties the inpatient bed methodology projected hospice
admissions beyond what could reasonably be expected. Based on this comment and further analysis,
HPS believes that an additional step should be incorporated into the inpatient bed methodology.

Specifically, HPS recommends that the projected 2013 hospice admissions, as calculated in the
inpatient bed methodology, be capped at a level equivalent to a 60 percent hospice penetration rate
for each county. HPS believes that this additional step will ensure that the hospice inpatient bed
methodology more accurately projects inpatient bed need and also will ensure consistency between
the inpatient bed and home care office methodologies. Finally, it is important to note that the
proposed modification will not result in a change of the Proposed 2010 SMIP hospice inpatient bed
need determinations; however, it may affect need determinations in future years.

The proposed step mimics the step in the hospice home care office methodology that caps projected
hospice deaths at a level equivalent to a 60 percent hospice penetration rate for each county. The 60
percent penetration rate cap was added to the home care office methodology in order to ensure that
projected deaths served by hospice did not reach unreasonably high levels when compared to total
deaths. Without the 60 percent penetration rate cap in the home care office methodology, projected
deaths served by hospice could exceed total deaths in certain counties.

Likewise, without the proposed step, the inpatient bed methodology could project admissions
beyond what can reasonably be expected in certain counties. For example, Henderson County is
projected to have 1,420 total deaths in 2013, based on the 2003 to 2007 death rate and the projected
2013 population. As now proposed, the home care methodology caps future growth in Henderson
County hospice deaths to 825 deaths in 2011, or, if extended forward, to 852 deaths 2013. However,
according to the inpatient bed methodology in the Proposed 2010 SMIP, Henderson County is
projected to have 1,152 hospice admissions in 2013, which cortesponds to 1,047 hospice deaths and
a hospice penetration rate of 74 percent (in 2008, Henderson County experienced a hospice
admission to death ratio of 1.1 [1.1 hospice admissions to deaths = 841 admission + 764 deaths]. As
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such, without the proposed step Henderson County would be projected to have 1,047 hospice deaths
in 2013 [1,047 hospice deaths = 1,152 hospice admissions + 1.1 hospice admissions to deaths]),
compared to 852 deaths based on an extension of the home care methodology.

Under the current methodology, nine countes, including the county of The Carolinas Center for
Hospice and End of Life Care member who noted this issue, demonstrate 2013 projected hospice
admission levels that would equate to hospice death penetration rates above 60 percent. HPS
believes that the inpatient bed methodology should incorporate a 60 percent penetration rate cap in
order to ensure that growth in projected hospice admissions does not exceed the 60 percent cap
reflected in the home care methodology.

The 60 petcent penetration rate cap in the home care office methodology does not affect need
determinations as only counties that demonstrate a surplus of patients (i.e. counties that serve more
patients than are served, on average, statewide) are capped. Thus, the cap is only applied in order to
ensure that the methodology does not present projections that are unreasonable. The case for such a
cap is even stronger for the inpatient bed methodology as it may affect future need determinations by
capping unreasonably high growth in projected admissions and subsequently patient days and the
number of inpatient beds needed.

Given the above reasons, HPS recommends that the SHCC adopt the proposed step that is outlined
in detail in the attached revised Hospice Chapter narrative and Table 13C. All proposed changes to
the 2070 SMFP ate highlighted in yellow.



CHAPTER 13
HOSPICE SERVICES

Summary of Hospice Services and Supply

In June 2009, there were 263 hospice facilities (including hospice home care facilities and
hospice inpatient and residential facilities) listed as being separately licensed in North Carolina
according to the North Carolina Division of Health Service Regulation.

According to the hospice licensure law, as passed by the N.C. General Assembly in 1984, a
hospice must provide home care services to terminally ill patients with a life expectancy generally
not to exceed six months and their families, with provision for inpatient care or hospice residential
care, as long as hospice inpatient is provided directly or through a contractual agreement. Data
reported on the 2009 Licensure Renewal Applications indicate that over 39,000 hospice patients
were served in 2007-2008.

There are 29 hospice inpatient facilities (comprising 248 beds) located in North Carolina,
providing acute symptom control and pain management for hospice patients. Of the 29 facilities,
27 are free-standing hospice inpatient units -- located in Alamance, Buncombe, Cabarrus,
Caldwell, Catawba, Cleveland, Cumberland, Davidson, Duplin, Durham, Forsyth, Gaston,
Guilford, Harnett, Henderson, Iredell, Mecklenburg, New Hanover, Orange, Pitt, Robeson,
Rockingham, Rutherford, Scotland, Surry and Wayne counties. Two hospitals have hospice
inpatient units as a part of the hospital, located in Mecklenburg and Wake counties. Hospice
inpatient facilities located in Beaufort, Brunswick, Burke, Caldwell, Cleveland, Columbus,
Gaston, Johnston, Moore, Nash, Randolph, Richmond, Robeson, Rowan, Union, and Wake
counties will add a total of 111 beds. Further, additions to facilities in Alamance, Forsyth,
Harnett, Robeson, Rutherford and Wayne counties will add 31 beds.

There are 21 hospice residential facilities (comprising 149 beds) currently providing
residential hospice care for patients who have frail and elderly caregivers or who live alone. These
facilities are located in Alamance, Buncombe, Burke, Cabarrus, Catawba, Cleveland, Davidson,
Duplin, Forsyth, Gaston, Guilford, Iredell, Mecklenburg, Richmond, Rockingham, Rutherford,
Scotland, Surry, Union, and Wayne counties. The hospice residential facilities being developed in
Caldwell, Cleveland, Gaston, Johnston, Nash, Randolph, Rowan, Union and Wake counties will
add a total of 53 beds. Further, an addition to the Wayne County facility will add six beds and the
Alamance County facility will add two beds.

Changes from the Previous Plan

In 2008, based on the recommendation of it’s Long-Term and Behavioral Health
Committee, the State Health Coordinating Council authorized the formation of a Hospice
Methodologies Task Force to make recommendations for the Proposed 2010 State Medical
Facilities Plan.

An eleven member Task Force was formed and met four times. Represented on the group
were members of the Council as well as hospice entities and a member of the general public.
Serving as resource people were the President and Chief Executive Officer of the Carolinas Center



for Hospice and End of Life Care, the President of Health Planning Source and representatives of
the Division of Medical Assistance, and the Division of Health Service Regulation Certificate of
Need and Acute and Home Care Licensure and Certification Sections. The meetings were open to
and attended by members of the public.

The Task Force presented its recommendations to the Long-Term and Behavioral Health
Committee. The Committee accepted the recommendations which were subsequently approved by
the Council for inclusion in the Proposed 2010 Plan.

Hospice Home Care Offices:

The hospice home care methodology has been modified to utilize the two year trailing
average growth rate in the number of deaths served and in the percent of deaths served. No need
determinations are considered for counties with three or more hospice home care offices (excludes
hospice inpatient and residential only facilities) per 100,000 population, as the data showed that
counties in the state with a penetration rate of 40 percent or higher had three or fewer hospice
home care offices located in the county and reporting service provision.  The threshold for a need
determination has been changed to a deficit of 90 or greater deaths, which represented the
approximate number of deaths served at three hospice offices per 100,000 and a statewide median
penetration rate (8.5 deaths per 1,000 [statewide death rate] x 100 = 850 deaths per 100,000 x 29.5
percent of deaths served = 251 deaths served by hospice / 3 hospice agencies = approx. 90). The
placeholder for new hospice offices has been changed to the new threshold of 90 in order to
maintain consistency.

Hospice Inpatient Beds:

The hospice inpatient bed methodology has been modified to utilize projected hospice days
of care calculated by multiplying projected hospice admissions by the lower of the statewide
median average length of stay or the actual average length of stay for each county. This selection
reduces the inclusion of days of care that may not be appropriate for an inpatient facility. Projected
hospice admissions are determined by the application of the two year trailing average growth rate
in the number of admissions served to current admissions. Inpatient days as a percent of total days
of care are determined to be approximately six percent based on statewide inpatient days as a
percent of total days of care.

For the North Carolina Proposed 2010 State Medical Facilities Plan (SMFP), references to
dates have been advanced by one year. The Task Force also recommended reviewing the hospice
methodologies for the 2012 SMFP in order to determine the effect of all of these changes. Further,
with regard to data reporting, The Carolinas Center for Hospice and End of Life Care and the
Association for Home & Hospice Care of North Carolina will follow-up with the Division of
Health Service Regulation’s Acute and Home Care Licensure Section.

Basic Assumptions of the Method

Hospice Home Care Offices:

1.  County mortality (death) rates for the most recent years (2003-2007) are used as the
basis for hospice patient need projection. The five-year death rate for 2003-2007 is
used as an indicator of deaths from all sites in each county and is not affected by
changes in actual deaths from year to year.



2. Because previous years’ data are used as the bases for projections, the two year
trailing average growth rate in statewide number of deaths served should be
calculated over the previous three years and applied to the current reported number of
deaths served to project changes in the capacity of existing agencies to serve deaths
from each county by the target year. Hospice deaths served will not be projected to
exceed 60 percent of total deaths.

3. Median projected hospice deaths is projected by applying a projected statewide
median percent of deaths served by hospice to projected deaths in each county.
Projected statewide median percent of deaths served should be calculated by applying
the two year trailing average growth rate in the statewide median percent of deaths
served over the previous three years to the current statewide median percent of deaths
served.

4.  An additional hospice is indicated if: 1) the county’s deficit is 90 or more, and 2) the
number of licensed hospice home care offices located in the county per 100,000
population is three or less.

Hospice Inpatient Beds:

1. Because previous years’ data are used as the bases for projections, the two year
trailing average growth rate in statewide hospice admissions should be calculated
over the previous three years and applied to the current reported number of hospice
admissions to project total hospice admissions. Hospice admissions served will not
be projected to exceed 60 percent of total deaths.

2. Total projected admissions and the lower of the statewide median average length of
stay per admission and each county’s average length of stay per admission are used as
the basis for projecting estimated inpatient days for each county.

3. Six percent of total estimated days of care in each county is used as a basis for
estimating days of care in licensed inpatient hospice facility beds.

Hospice Residential Beds:

Rules for hospice residential beds were adopted by the Medical Care Commission in 1991.
This category of beds does not have a methodology to project need and no need
methodology has been recommended for the North Carolina Proposed 2010 State Medical
Facilities Plan.

Sources of Data
Population:
Estimates and projections of population were obtained from the North Carolina Office of
State Budget and Management.

Estimated active duty military population numbers were excluded for any county with
more than 500 active duty military personnel. These estimates were obtained from the
“Selected Economic Characteristics” portion of the 2000 Census, under the category of
“Employment Status — Armed Forces.”

Number of Deaths and Death Rates:



Deaths and death rates are from “Selected Vital Statistics for 2007 and 2003-2007, Vol. 17
published by the North Carolina Department of Health and Human Services, State Center
for Health Statistics.

Utilization and Licensed Offices:

Total reported hospice patient deaths, admissions, days of care and licensed offices by
county were compiled from the “2009 Annual Data Supplement to Licensure Application”
as submitted to the North Carolina Department of Health and Human Services, Division of
Health Service Regulation by existing licensed hospices and by home care agencies and
health departments who meet the requirements of the rules for hospice licensure.

Application of the Standard Methodology
The steps in applying the projection methods are as follows:

Hospice Home Care Offices:

Step 1: The 2003-2007 death rate/1000 population is entered.

Step 2: The estimated 2011 population of each county is entered with adjustments for the
counties with more than 500 active duty military personnel.

Step 3: Projected 2011 deaths for each county is calculated by multiplying the county death
rate (Step 1) by the 2011 estimated population (Step 2) divided by 1000.

Step 4: The total number of reported hospice patient deaths, by county of patient residence,
from annual data supplements to licensure applications is entered.

Step S: The “Two Year Trailing Average Growth Rate in Statewide Number of Deaths
Served” over the previous three years is calculated.

Year Statewide # Deaths Served Growth

2006 22,653

2007 24,897 9.9%

2008 26,353 5.8%
Two Year Trailing Average Growth Rate 7.9%

Step 6a: 2011 number of hospice deaths served at two year trailing average growth rate is
calculated by multiplying the number of reported hospice deaths (Step 4) by the
statewide two year trailing average growth rate for deaths served for three years (Step
5) (# of reported deaths x 107.9% x 107.9% x 107.9% ).

Step 6b: 2011 number of hospice deaths served limited to 60 percent is calculated by

Step 6¢:

multiplying the projected 2011 deaths for each county (Step 2) by 60 percent.

Projected 2011 number of hospice deaths served is determined to be the lower of:



Step 7:

(a) Projected 2011 number of hospice deaths served at two year trailing average
growth rate (Step 6a), or;

(b) Projected 2011 number of hospice deaths served limited to 60 percent (Step 6b).

The “Two Year Trailing Average Growth Rate in Statewide Median Percent of
Deaths Served” over the previous three years is calculated.

Year

Median Percent of Deaths Served

Growth

2006

27.02%

2007

29.50%

9.2%

2008

29.70%

0.7%

Two Year Trailing Average Growth Rate 4.9%

Step 8:

Step 9:

Step 10:

Step 11:

Step 12:

The projected median statewide percent of deaths served is calculated by multiplying
the current statewide median percent of deaths served by the statewide two year
trailing average growth rate for median percent of deaths served (Step 7) for three
years (statewide median percent of deaths served x 104.9% x 104.9% x 104.9%)).

Median projected 2011 hospice deaths is calculated by multiplying projected 2011
deaths (Step 3) by the projected statewide median percent of deaths served (Step 8).

In counties for which additional hospice home care office need determinations were
made, determine the difference between 90 and the number of hospice patient deaths
reported by each new office in the county for which a need determination was made.
If a new office reports more than 90 hospice patient deaths in the county for which a
need determination was made, the office’s reported number of hospice patient deaths
is not adjusted for that county. If a new office reported fewer than 90 hospice patient
deaths in the county for which a need determination was made, an adjustment
“placeholder” equal to the difference between the reported number of hospice patient
deaths and 90 is used. The adjustment “placeholder” is made through the third
annual Plan following either: a) issuance of the Certificate of Need if the approved
applicant had a hospice home care office in the county prior to the issuance of the
certificate; or, b) certification of the new office that received the Certificate of Need
in the county for which a need determination was made if the approved applicant did
not have an existing hospice home care office in the county prior to the issuance of
the certificate.

Project the number of patients in need (deficit or surplus) by subtracting the median
projected 2011 hospice deaths (Step 9) for each county from the projected 2011
number of hospice deaths served (Step 6¢) plus any adjustment (Step 10).

The number of licensed hospice home care offices located in each county from annual
data supplements to licensure applications is entered.



Step 13:

Step 14:

The number of licensed hospice home care offices per 100,000 population for each
county is calculated by dividing the number of licensed hospice offices (Step 12) by
the 2011 estimated population (Step 2) divided by 100,000.

A need determination would be made for a county if both of the following are true:

(a) The county’s deficit (Step 11) is 90 or more, and;

(b) The county’s number of licensed hospice home care offices per 100,000
population (Step 13) is three or less.

A hospice office’s service area is the hospice planning area in which the hospice office is located.
Each of the 100 counties in the State is a separate hospice planning area.

Hospice Inpatient Beds:

Step 1: The total number of reported hospice admissions, by county of patient residence,
from annual data supplements to licensure applications is entered.
Step 2: The total number of days of care, by county of patient residence, from annual data
supplements to licensure applications is entered.
Step 3¢ The average length of stay per admission (ALOS) is calculated by dividing total days
of care (Step 2) by total admissions (Step 1).
Step 4: The “Two Year Trailing Average Growth Rate in Statewide Number of Admissions™
over the previous three years is calculated.
Year Statewide # Hospice Admissions Growth
2006 28,666
2007 30,907 7.8%
2008 32,509 5.2%
Two Year Trailing Average Growth Rate 6.5%
Step Sa: 2013 admissions served at two year trailing average growth rate is calculated for each
county by multiplying the total admissions (Step 1) by the statewide two year trailing
average growth rate for hospice admissions (Step 4) for five years (total admissions x
106.5% x 106.5% x 106.5% x 106.5% x 106.5%).
Step Sb: The 2003-2007 death rate/1000 population is entered.
Step Sc: The estimated 2013 population of each county is entered with adjustments for the

counties with more than 500 active duty military personnel.



Step 5d:

Step Se:

Step 5f:

Step Sg:

Step 5h:

Step Si:

Step 6a:

Step 6b:

Step 6¢:

Projected 2013 deaths for each county is calculated by multiplying the county death
rate (Step 5b) by the 2013 estimated population (Step 5c) divided by 1000.

2013 number of hospice deaths served limited to 60 percent is calculated by
multiplying the projected 2013 deaths for each county (Step 5d) by 60 percent.

The total number of reported hospice patient deaths, by county of patient residence,
from annual data supplements to licensure applications is entered.

The ratio of hospice admissions to hospice deaths by county is calculated by dividing
reported hospice admissions (Step 1) by reported hospice deaths (Step 5f).

2013 number of hospice admissions served limited to 60 percent for each county is
calculated by multiplying the county projected 2013 hospice deaths served limited to

60 percent (Step Se) by the ratio of hospice admissions to hospice deaths for each
county (Step 5g).

Projected 2013 number of hospice admissions served is determined to be the lower
of:

(a) Projected 2013 number of hospice admissions served at two year trailing average
growth rate (Step 5a), or;

(b) Projected 2013 number of hospice admissions served limited to 60 percent (Step
5h).

2013 days of care at the county ALOS is calculated by multiplying the total 2013
admissions (Step 5i) by the ALOS per admission for each county (Step 3).

2013 days of care at the statewide ALOS is calculated by multiplying the total 2013
admissions (Step 5i) by the statewide median ALOS per admission.

Projected 2013 days of care for inpatient estimates is determined to be the lower of:
(a) 2013 days of care at the county ALOS (Step 6a), or;
(b) 2013 days of care at the statewide ALOS (Step 6b).

Projected 2013 inpatient days is calculated for each county by multiplying the
projected 2013 days of care for inpatient estimates (Step 6¢) by 6 percent.

Projected inpatient hospice beds is calculated by dividing 2013 projected inpatient
days (Step 7) by 365 days and then dividing by 0.85 to adjust for a targeted 85
percent occupancy.



Step 9:

Step 10:

Step 11:

Step 12:

Adjust the projected inpatient hospice beds (Step 8) by the number of licensed
hospice beds in each county, CON approved/licensure pending beds, and beds
available in previous Plans.

Calculate occupancy rates of existing hospice inpatient facilities based on 2009
annual data supplements to licensure application.

Adjust projected beds in Step 9 for occupancy rates of existing facilities in counties
(Step 10) that are not at 85 percent occupancy. Indicate for such counties either zero
or the deficit indicated in Step 9, which ever is greater. Further adjustments are made
for CON approved closures.

For single counties with a projected deficit of six or more hospice inpatient beds,
applications for single county Hospice Inpatient Units will be considered. The single
county need equals the projected deficit. (A hospice inpatient facility bed’s service
area is the hospice inpatient facility bed planning area in which the bed is located.
Each of the 100 counties in the State is a separate hospice inpatient facility bed
planning area.)

The Long-Term and Behavioral Health Committee and the State Health Coordinating Council
will consider petitions for adjusted need determinations that are filed in accordance with
provisions outlined in Chapter 2 of the State Medical Facilities Plan.

Applicants for Certificate of Need are encouraged to contact the Certificate of Need Section to
arrange pre-application conference prior to submission of application.
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