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SUMMARY OF COMMENTS

A technical analysis of the proposed ESRD Modeling Tool, which
forms the basis for the Planning Sections, proposed Changes to
ESRD Facility Need Methodology has revealed errors in
calculations.

A summary to the analysis include:

s

Planning Section Staff’s “0402 - Discussion Paper” suggests that the
CON-approved stations are not included within Facility Need
calculations for the 3 SDR’s and Inventory Adjustment is required to
account for those stations.

. Worksheets’ formulas within the ESRD Modeling Tool created by the

Planning Section demonstrate that Total Stations are included in
calculations
a. Formula cross reference for both Semi Annual & Annual need
inclusive of Total Stations

Erroneous reference to “No Max Need” cells versus “Need” cells in
calculations for 3 SDR’s results were compared to annual.

Comparison with historical SDR data shows that the Proposed Annual
Need methodology will incrementally reduce the ability of providers
to meet the patient census growth demands for service.

. Demonstration of the impact between 3 SDR Calculations and Annual

“No Max Need” total shows “Annual” falls short of the 3 SDR’s by a
large margin.

Annual Reporting can work.
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My name is William McDonald. I'm here on behalf of the Wake Forest University
Health Sciences dialysis facilities as a 17-year employee of Health Systems
Management, Inc. I am the Director of Development.

Over the last year, the Planning Section presented information to the SHCC to
support the hypothesis that Annual ESRD data reporting can match the
effectiveness of the SDR'’s as far as generating dialysis station needs. To that end,
the Planning Section offered the ESRD Modeling Tool, which is used as a basis upon
which to propose changes to the ESRD Facility Need Methodology. However, we
believe that the ESRD Modeling Tool contains errors which erroneously shows
“Parity” between the proposed Annual methodology and existing Facility Need
Methodology, when “Parity” does not exist. Our analysis is contained in the
document which I have provided to you and will walk through with you now.

THE STATE’'S PROPOSED CHANGES TO THE FACILITY NEED METHODOLOGY
ARE BASED ON INACCURATE DATA

Page 1 of your handout is an excerpt from the Planning Section staff’'s 0402 ESRD
Discussion Paper, Pages 3 and 4. The paper attempted to demonstrate the
effectiveness of the annual model proposed by the Planning Section while
explaining that it was necessary to activate an “Inventory Adjustment” to the
results of the 3-SDR’s “to account for stations under development.” The paper
suggests in the highlighted portions that CON-approved stations were not included
when facility need was calculated for each of the SDR periods until the Inventory
Adjustment was activated. As I will explain further, that assumption is inaccurate.

Page 2 of the handout, contains an analysis based upon the experience of North
Burlington Dialysis based on data from the January 2017 SDR, as noted in the
bottom table. The SDR’s are the data source used in the ESRD Modeling Tool to
calculate both Annual and 3 SDR’s "need.” Page 2 also contains some examples
from the ESRD Modeling Tool along with some red and black arrows, calculating the
facility need under the new proposed methodology. This demonstrates that when
“sur (-) def (+)” in the Facility Need Formula was calculated in the ESRD
Modeling Tool, both Certified and CON Issued / Not Certified stations were included
in the calculations, contrary to the statement in the 0402 ESRD Discussion Paper.

The “Facility Need Formula” on this page, which is the same for each SDR period in
the ESRD Modeling Tool, directly references the “Total Stations” cell for every
facility for every period for which data is included in the model. Thus, there is no

reason to adjust the inventory projected by the 3 SDR’s since both
Certified and CON-Approved Stations are already part of the Facility Need

Formula.
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Page 2(a) confirms the same SDR data used for Semi was also used for Annual,
and “Total Stations” (containing both Certified and CON-approved stations) is
referenced for both Annual calculations and Semi calculations. If an Inventory
Adjustment were required, wouldn’t it be required for both Annual and Semi since
they use the exact same data and cell references?

However, that’s not all. Page 3 of the handout, provides another example from
the ESRD Modeling Tool from the “Semi” need table, which illustrates how the totals
generated on the "Summary” sheet were derived from the data. The top table on
that page shows when the three “no max need” columns are highlighted and the
Inventory Adjustment is set to "0” the total 3 SDR’s stations is 1342.85 (circled in
red on that table.) The table below that shows the result when the “Inventory
Adjustment” is applied reducing the 3 SDR’s results to 889.57 (circled in red on that
table.

We believe that the Planning Section erroneously totaled the “no max need” cells
when they should have totaled the “need” cells. While “no-max” cells calculated
facility need without limiting the maximum stations per facility to 10-stations, the
“need” cells complied with existing Facility Need Methodology, which requires a limit
of no more than 10 stations per period per facility. Both of those columns
containing the facility needs included both certified and CON Issued / Not Certified
stations in their calculations. We do not see any reason why all stations generated
by the prior SDR should be added to the station inventory for the current SDR since
"CON-Approved not certified stations” for the current SDR are already included in

the calculations via the “Total Stations” cell reverence.

Given the Planning Section’s erroneous assumption that CON-Approved / Not
Certified stations were excluded from the facility need calculations for the 3 SDR’s,
and the use of "no max need” data to represent the 3 SDR'’s results versus Annual
reporting, a way to get an idea of the true results of the comparison is to total the
results of the “need” column for 3 SDR’s as we have done on Page 4 of the
handout. When actual historical 10-station need is summed, the three SDR’s
always generate more Facility Need stations than the proposed annual reporting.
The net result to the data presented to the Acute Care Committee for passage to
the SHCC, reveals that when “no max need” data is summed over 3 SDR periods
(Jan 2016 to Jul 2017), the SDR'’s outperform annual reporting by 450 stations as
illustrated on Page 5 of the handout. Page 4 shows when actual 10-station need
is summed over the same 3 SDR periods, the SDR'’s produce 1151 potential station
needs and outperform annual reporting by nearly 260 stations. If you move one
SDR period into the future (Jan 2017 to Jul 2018) on Page 4, Actual Need (10-
Station Max) outperforms annual need by 290 stations. Additionally, for that same
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period, “Presumed No Max Need Inv. Adj. = 1” also outperforms annual need by
over 100 stations.

The reason the 3 SDR’s outperform Annual Reporting is the age of the data used to
calculate the need, which is much more current for 3 SDR’s than the data used in
the State’s proposed plan for annual reporting. Not to say that annual reporting
won’t work at all, but it does not work as presented by the Planning Section and
over time its disparity versus the SDR’s will increase, resulting in a loss of patient
access to services contrary to the Basic Principles of CON. Page 4 clearly shows
that from Jan 2016 to Jul 2018 that disparity increased from 21.5% to nearly 30%.

Based on the data in the ESRD Modeling tool as presented, we believe that the
proposed changes to Facility Need Methodology do not and cannot match the
effectiveness of the SDR’s at generating stations for the single reporting period
shown to the Acute Care Committee nor for any other periods.

How Annual Data Reporting Can Work
We believe annual reporting can work as a means for Providers to determine and

measure station need that they report in an application for CON. To accomplish
this, we have provided an outline of how such a system could work. Please see
Handout Page 6. While we won’t go through Page 6 due to time constraints, we
will tell you that this proposal does not violate any rule, law or policy. This plan will
allow for annual reporting of data and publication of that data in the SMFP. It will
limit the development of new ESRD facilities to only those which are needed without
causing duplication of services. It will serve the public interest, ease a burden on
providers and by spreading out the workload, it will also ease a burden on CON
Section analysts. Please consider it as a viable alternative to the changes to ESRD
Facility Need Methodology proposed by the Planning Section, if you believe as we
do that doing so best serves the ESRD patients of North Carolina who are
depending on you and ESRD providers to look out for their interests.

We look forward to working with the SHCC, the Acute Care Services Committee,
and the Planning Section to resolve these issues prior to approval of the 2020
SMFP.
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