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INTRODUCTION

CHARGE AND PURPOSE

This report is respectfully submitted to the New York State Commission on Health Care
Facilities in the Twenty-First Century by the Hudson Valley Regional Advisory Committee. In
the authorizing legislation, Regional Advisory Committees were commissioned to ensure that the
knowledge and expertise of local stakeholders were well integrated into the Commission’s
recommendation process. Regional Advisory Committees members were asked, in particular, to
contribute their knowledge of local circumstances, history, and understanding of potential
solutions. The Regional Advisory Committees were charged with adding value to the
Commission’s deliberations by developing qualitative insights and local understandings that can
ultimately be merged with the largely quantitative analyses being conducted by Commission
staff.

The Hudson Valley Regional Advisory Committee (the Committee) held 16 meetings, from
December 2005 through June 2006, including 3 formal public hearings in Middletown, New
Paltz, and Valhalla. These hearings included participation by 34 health care providers, health
care associations, community-based organizations, payers, and consumers. The Committee
members discussed fundamental issues, specifically quality of care, access barriers,
reimbursement policies, and market strategies affecting the provision of acute- and long-term
health care in the Hudson Valley region as well as the State of New York. The Committee has
included some discussion of these elements in this report, recognizing that their resolution lies
well outside the formal charge and available resources of the Committee.

REGIONAL BACKGROUND

The Hudson Valley region, as defined by the Commission, is composed of eight counties north
and northwest of New York City: Delaware, Dutchess, Orange, Putnam, Rockland, Sullivan,
Ulster, and Westchester, the most populous by far. The region encompasses a diverse array of
communities and lifestyle settings ranging from inner-city urban, with significant urban health
problems, suburban and exurban communities, to rural agricultural. In addition, access to care is
compromised in the large forested mountainous areas that include America’s northernmost
section of Appalachia, with limited transportation, limited access to medical specialties, and five
federally designated Critical Access Hospitals (CAHS).

Population growth in this region is forecasted to continue to grow at approximately 5% per year.
The elderly population (persons 75 years and older) is forecasted to grow from 5% of the
region’s population in 2000 to 8% in 2030. Above-average growth will continue in Orange,
Putnam, Sullivan, and Ulster. Modest declines in population are forecasted in Delaware,
Rockland, and Westchester.



The population of the Hudson Valley region is diverse in race, color, ethnicity, primary
language, etc. The region has a rich history and highly developed network of social services,
mental health services, advocacy for children and elderly, disability services, and vocational
rehabilitation. The region is also home to a vibrant and healthy private sector that includes
biotechnology and pharmaceutical companies, and innovative healthcare and service providers.
In 2004, average wages in the region were approximately $44,300. In 2000 an estimated 11.4%
of the population in the Hudson Valley, was uninsured. There are 22 designated Medically
Underserved Areas or Populations in this region.

The current geographic distribution of healthcare facilities, both acute- and long-term care, is an
unplanned and somewhat arbitrary result of history and community development. Planning is
required to right-size this allocation. A strategic and evidence-based network of integrated
healthcare service — from ambulatory to long-term care settings — is needed to manage and care
for patients as they move through the various levels of care. This model would ideally
encompass health promotion and preventive care for all residents, enhanced occupational safety
and health, improved access to acute- and long-term care and rehabilitative services, and
embedded quality-assurance elements.



PART 1
FACILITY REVIEW AND ANALYSIS

THE REVIEW PROCESS

In order to fully review each of the facilities the Committee took the following steps:

e Gathered and reviewed individual facility data provided by the Commission, provider
associations, providers of acute and long-term care

e Reviewed data from additional sources including the Centers for Medicare and Medicaid
Services (CMS) Hospital Compare; Joint Commission on Accreditation of Healthcare
Organizations survey results; and Department of Health Surveys

= Reviewed provider presentations at Committee meetings

= Reviewed testimony provided at three public hearings

= Held individual meetings with providers from facilities of interest, provider
representatives who wanted to discuss their facilities in more detail than their public
testimony allowed, interested community members, and experts in the field. In addition,
representatives from Northern Metropolitan Hospital Association (NorMet), Hospital
Association of New York State (HANYS), New York State Health Facilities Association
(NYSHFA), New York State Association of Homes and Services for the Aging
(NYSAHSA), and Home Care Association of New York State (HCANYS) made
presentations to the Committee. Facility market penetration and geographic location
were also analyzed

= Reviewed and analyzed audited financial statements of acute-care facilities of interest.

All facility data were compared with the Commission’s criteria. Based on its review and

analysis the Committee makes the following observations and nonbinding recommendations in
accordance with its formal charge:

ACUTE CARE FACILITIES

In reviewing the northern tier consisting of six counties, Delaware, Dutchess, Orange, Putnam,
Sullivan, and Ulster, it is evident that the hospitals are fairly well distributed geographically up
to an hour’s drive from each other, with few exceptions Five of the hospitals are designated
Critical Access Hospitals (CAH). One each in Sullivan, and Ulster, and three in Delaware
County. In the southern tier consisting of Rockland and Westchester counties, Westchester
clearly has a denser concentration of hospitals, thereby reflecting the greater population density.
These facilities are located close to each other and actively compete for patients in each other’s
markets. The Committee examined each facility with respect to the Commission’s six criteria, in
particular occupancy rates and market share, because of the smaller distances and shorter travel
times compared to the northern parts of the region.

In the last few years, five hospitals in the Hudson Valley region have closed voluntarily,
principally on the basis of market forces. Many other facilities have downsized, right-sized, or
realigned their services to adjust to new economic, technological, and professional realities.



Other health care systems have taken steps to consolidate, merge, or coordinate specialties to
improve efficiencies and reduce costs. The reductions in bed capacity to date, as well as the
reductions proposed by the Committee, are summarized in the following chart:

Name of Acute Care Facility

Decrease in
certified beds

Closure/Decertification

Actual/ Proposed

Julia Butterfield Memorial (36) Closed Actual
*Delaware Valley Hospital a7 Decertified Actual
*Margaretville Memorial Hospital (7) Decertified Actual
*Q’Connor Hospital (13) Decertified Actual
*Catskill Regional Medical Center —

G Hermann Site (15) Decertified Actual
*Ellenville Regional Hospital (26) Decertified Actual
St. Agnes Hospital (106) Closed Actual
New York United Hospital (224) Closed Actual
St. Francis Beacon Division (100) Closed Actual
The Hospital (45) Closed Actual
Mount Vernon Hospital (32) Decertify Proposed
Sound Shore Medical Center (71) Decertify Proposed
Orange Regional Medical Center (100) Decertify Proposed
Total Regional Reduction (792)

* Now designated CAH

FACILITIES OF INTEREST

The Kingston Hospital and Benedictine Hospital have initiated discussions with the help of a

facilitator regarding sharing services under the protective antitrust umbrella of the Commission.
As of the date of this report, the two hospitals plan to execute a Memorandum of Agreement.
The Memorandum of Agreement is currently under review by the Archdiocese of New York and
the sponsors of Benedictine Hospital.

The two hospitals have submitted a request to the New York State Department of Health for a
short-term loan from HEAL-NY to cover some initial transaction costs. The hospitals have also
submitted materials to the Public Advocacy Group in the Attorney General’s Office, and
anticipate meeting with the staff of the Attorney General’s office during the summer of 2006.
The hospitals expect to have a binding alignment agreement by September 1, 2006 and submit a
Certificate of Need (CON) application by October 1, 2006. The Committee agrees this is the

right direction to take.

Recommendation:

The Committee recommends that the Commission encourage the process and continue its
umbrella of protection. However, if it appears that these two facilities are not going to take
definitive action, the Commission should undertake a careful evaluation to consider closure or
conversion of one of the inpatient facilities, and reconfigure ambulatory services and outpatient
diagnostic services. The Committee has additional comments, contained later in this report,
concerning antitrust protection afforded by the Commission.




Saint Francis Hospital and Vassar Brothers Medical Center both located in Poughkeepsie,
offer similar services to similar populations. The two hospitals serve their populations in various
ways. For example, St. Francis Hospital is the only Level Il Trauma Center between Albany
Medical Center and Westchester Medical Center. It has the only secure inpatient psych services
as well as outpatient services. In addition it runs a full-day preschool program. Recently, the
Hospital Foundation raised over $3,000,000 for improvements to the facility.

Several years ago, the two hospitals entered into a shared-service agreement that included
information technology which resulted in cost savings for both institutions. This arrangement,
which was widely believed to be beneficial to both hospitals and the community, ended when the
State Attorney General brought an antitrust action. The financial effects of this action were
catastrophic for St. Francis Hospital and for VVassar Brothers Medical Center. Since then,
however, both hospitals have become profitable. St. Francis Hospital recently completed a
public sale of municipal bonds through Merrill Lynch, an innovative financing approach, and as
a result has a very strong balance sheet. VVassar Brothers has joined the Health Quest System and
continues to meet the needs of its community and is financially strong. Both hospitals are now
financially sound and have not needed government intervention to bail them out.

Although the vulnerable populations in the city of Poughkeepsie might benefit from some
coalescence of services, the two hospitals currently operate under an antitrust settlement
agreement with New York State, in which they are contractually prohibited from discussing any
type of merger or shared services arrangements. As a result, the two hospitals are legally
precluded from considering any consolidation of services The Committee finds this unfortunate
because the City of Poughkeepsie has limited financial resources to serve its vulnerable
population, and therefore would benefit from the efficiencies that might be realized through
right-sizing.

Recommendation:
The Committee recommends that the Commission discuss with the State Attorney General the
nullification of the settlement agreement that prohibits shared services discussions.

Sound Shore Health System includes the Mount Vernon Hospital and Sound Shore Medical
Center of Westchester. The system is proceeding with right-sizing moves under a single
management structure that is consistent with the Commission’s charge. The Sound Shore Health
System has received approval for 20 Transitional Care Unit (TCU) beds and has submitted a
Certificate of Need (CON) request for 24 Mentally Impaired Chemical Abusers (MICA) beds.
They are matching the services they provide at each facility with their respective communities’
needs. In addition, services not provided elsewhere in the area are being added or expanded. For
example, they consolidated the Obstetrics and Gynecology services at Sound Shore Medical
Center of Westchester, and provide psychiatric and HIV services at The Mount Vernon Hospital.

The Committee finds compelling reasons, based on the Commission’s criteria, to support the
current management team and their right-sizing plans. About 47% of Mount VVernon patients
come from medically underserved communities. The hospital employs about 633 FTEs, with the



majority coming from the immediate community. The Committee has reviewed the hospitals’
audited financial statements and other data.

Recommendation:

The Committee agrees with the plan submitted by the Sound Shore management and
recommends the decertification and conversion of the following beds in the Sound Shore Health

System:
Mount Vernon Hospital | Current Certified Beds | Decertified Converted Proposed Beds
Type of Bed:
Mentally Impaired 0 24 24
Chemical Abusers
Transitional Care Unit 0 20 20
ICU 12 2 10
Medical/Surgical 184 (30) (44) 110
Other Units 32 32
Total Bed Complement 228 (32) 0 196
Sound Shore Medical
Center of Westchester | Current Certified Beds Decertified Converted Proposed Beds
Type of Bed:
Pediatric 14 (9) 5
Obstetrics 24 (1) 23
Neonatal (level 111) 10 5 15
Detox 10 5 15
Medical/Surgical 251 (60) (11) 180
ICU 12 12
Total Bed Complement 321 (69) (2) 250

Westchester Medical Center (WMC) is the region’s specialty referral center for tertiary and

quaternary levels of care. It also hosts the region’s only Level 1 Trauma Center, the region’s
only Burn Center, and the state-funded Regional Resource Center for training and preparedness
against terrorist attacks, natural disasters, and other types of disasters. Because of the poor
financial performance of this institution and significant management problems, an outside
management group was contracted in 2004 to turn the institution around and restore its financial
health. The Committee recognizes that the Hudson Valley region depends on this facility
because of its designation and the services it provides. Therefore it met with the interim CEOQO,
an employee of the outside “turnaround” management group, to review his leadership team’s

strategy and plans.

After a full and complete description of WMC’s restoration plans, the Committee found strong
reason to initially support the management team’s strategy and the CEQO’s ability as an
administrator to implement those plans. Additionally, the Committee reviewed and analyzed
WMC’s audited financial statements and related financial documents. It is evident that the
management team has taken several key steps to improve the financial viability of the institution.
These include implementing a time and attendance system to better manage and control payroll




costs, and a new billing and collections system, which has significantly reduced the size and age
of the accounts receivable. In addition to the operational improvements, many clinical initiatives
have been implemented to improve the quality and safety of patient care. The Committee further
noted that since the meeting with the CEO, several of WMC’s important objectives have been
reached or nearly reached.

Recommendation:

It appears that Westchester Medical Center is taking valid steps toward recovery. The
Committee recommends continued monitoring of the facility and a re-examination of its
financial and managerial health in 2007.

The Community Hospital at Dobbs Ferry (CHDF) has low occupancy and poor market share.
It scores the lowest of all hospitals in our region, based on the Commission’s six criteria, and
thus there is a strong case for closure. In its own cluster of zip codes, it draws only 7% market
share, and 45% within its immediate zip code of 10522.

After further analysis, the Committee learned that the hospital was recently bought at auction by
Riverside Health Care System (Riverside), which operates its neighboring acute-care hospitals to
the South in Yonkers: St. John’s Riverside Hospital and the Park Care Pavilion, formerly
Yonkers General Hospital. Riverside now operates CHDF as a profitable facility for ambulatory
care and inpatient medical-surgical services. Also, the Dobbs Ferry community raised $11
million to renovate the emergency department. This facility is profitable and has earned tangible
financial support from its community. According to Riverside’s CEO, CHDF generates
approximately $750,000 annual profit to the system, and absorbs approximately $2 million per
year in system overhead expenses.

Some Committee members have questioned what would be the benefit of closing CHDF? There
are no efficiencies to be gained, and possibly profit to be lost. Only about 8% of their patients
are Medicaid patients. It does not cause any real burden to the taxpayers. But if the hospital
closes, there could be an additional burden to the taxpayers because the hospital’s contribution to
supporting Riverside’s operations in Yonkers would be lost. Riverside’s CEO asserts that his
main facility would capture very few of the CHDF patients. He also reports that the loss of
revenue would threaten financial stability at St. John’s Riverside Hospital and Park Care
Pavilion; it would particularly damage their ability to provide indigent care and needed
community-based services to the people of the southwest area of Yonkers. Riverside has
demonstrated its institutional commitment with many programs that focus public outreach efforts
most intensively on those Yonkers neighborhoods with the greatest need. In addition, in
reviewing its financial reports the Committee found that the management is effectively
addressing billing and system problems to improve the quality of care and the efficiency of the
institutions.

The Committee members requested an expert financial review by the New York State
Department of Health of St. John’s Riverside Hospital and CHDF’s financials to verify the facts
and examine in greater detail the financial and social consequences of closing the CHDF. The
Committee urges the Commission to carefully examine the results of this expert review when it



is completed. A key question is whether there is truly no or minimal costs to New York
taxpayers if CHDF stays open in its current mode. Additional questions are, if CHDF is closed,
should St. John’s Riverside Hospital be considered for HEAL-NY support to offset its losses and
pay off debt, and conversely, if CHDF remains open, should Riverside decertify 50-60 beds in
the Riverside System.

Recommendation:

The Committee finds that, viewed independently, CHDF is a candidate for closure. The
potential value of the Dobbs Ferry property is a considerable factor in this evaluation. However
the Committee recommends that the Commission not take this action without careful evaluation
of the impact this may have on the financial stability of the Riverside Health Care System. If, in
fact, Riverside receives a positive impact from CHDF, and there is limited if any savings to the
state from closure, this creative approach should not be thwarted. If, after review, the
Commission decides in favor of closure, consideration should be given to allocating HEAL-NY
funds, allocated to debt repayment; to repay the $8 million debt CHDF has with Riverside in the
event that it is not otherwise provided in the accounting processes.

In summary, three alternatives are being submitted for continued review and decision making by
the Commission:
1. Close CHDF
2. Close inpatient beds and fully convert CHDF to an ambulatory facility which includes
ambulatory surgery
3. Maintain CHDF in its current form and if utilization of inpatient facility drops, revisit
option 1 and 2.

The Committee recommends that after the expert financial analysis has been completed and the
key questions identified have been sufficiently addressed, the Commission should make its
decision before the final report is published. The alternative chosen should not only provide
financial stability to the Riverside System, but also provide the needed services to the vulnerable
community in Yonkers.

OTHER RIGHT-SI1ZING OPPORTUNITIES IN YONKERS—The Committee finds that additional
opportunities may exist to further optimize healthcare services in Yonkers to better serve the
indigent community in the south side of the city as well as the northern community. The
Committee recommends that the Commission encourage additional discussions on this point. It
is suggested that such discussions include Riverside Health Care System and St. Joseph’s
Medical Center, as well as community health centers, private practitioners, especially large
group practices, and other medically related provider groups, other interested community-based
organizations and businesses. The goal of this effort would be an integrated system of medical
care in Yonkers. It is suggested that the Yonkers based hospitals take the lead in this effort by
availing themselves of the protective antitrust umbrella afforded by the Commission to initiate
the suggested discussions.



OTHER PROVIDERS WHO PRESENTED AT COMMITTEE MEETINGS

Delaware Valley Hospital, Margaretville Memorial Hospital, and O’Connor Hospital have
worked together to voluntarily right-size, reorganize their services, including converting all of
the hospitals to designated Critical Access Hospitals. In addition, they developed plans for the
types of ambulatory services needed by the communities they serve. The Committee supports
their efforts to date and recommends that consideration be given to allocation of HEAL-NY
dollars in 2006 and 2007 to improve the ambulatory care services provided by all three facilities.

Orange Regional Medical Center has been formed as a single hospital from a full-asset merger
of two hospitals in the Middletown area. Horton Medical Center and Arden Hill Hospital
combined in 2000. The CEO of Orange Regional Medical Center presented to the Committee a
proposal to close the two aging plants and replace them with a totally new facility on new
acreage at the intersection of Interstate 84 and US Route 17. The proposed medical center will
have approximately 100 fewer acute care beds than their current capacity, in favor of more
ambulatory service capabilities. The new plans include further consolidation of services and
significant improvement of systems. The management team anticipates submitting a Certificate
of Need in August. The Committee had a positive response to these consolidation plans.
However in the absence of a Certificate of Need filing at the time of this report, the Committee
makes no recommendation about this hospital.

St. Luke’s-Cornwall Hospital was formed in 2002 when St. Luke’s Hospital Newburgh and
Cornwall Hospital merged and restructured as a single medical center with two campuses
(Newburgh and Cornwall). This merger was driven by the market and economic forces at the
time and is a good example of community right-sizing. New programs continue to be developed,
services have been consolidated and operational improvements are being made.

OTHER HOSPITAL SYSTEMS IN THE HUDSON VALLEY REGION

Bon Secours includes Bon Secours Community Hospital, Good Samaritan Hospital and St.
Anthony Community Hospital. Additionally Bon Secours Charity Health System provides the
services of a Certified Home Health Agency, two long-term care facilities, an assisted living and
adult home facility, and several other off-site medical programs.

Pinnacle Healthcare, Inc. members are: Hudson Valley Hospital Center, Sound Shore Medical
Center of Westchester, St. John’s Riverside Hospital - Andrus Pavilion & Park Care Pavilion,
Taylor Care Center, The Mount Vernon Hospital, and Westchester Medical Center.

Health Quest operates Northern Dutchess Hospital Center, Vassar Brothers Medical Center, and
Putnam Hospital.

The Committee recommends that these systems be examined as potential models of right-sizing
and reviewed for further change opportunities within their individual structures.



LONG-TERM CARE FACILITIES

Based on the criteria developed by the New York State Department of Health, and data provided
by Commission staff, the Committee identified seven nursing home facilities for further analysis.
Administrators of these facilities were invited to discuss their facilities and the available
financial, utilization, and quality data. The Committee also noted important changing trends in
the provision of long-term care. An important factor that affects decision-making in this region
is that as the population in the Hudson Valley continues to increase; the percent of elderly (those
over 65 years) is forecasted to increase as well. In addition, significant changes in consumer
attitudes and preferences are requiring a more community-/home-based approach to care for this
growing segment of the population.

FACILITIES OF INTEREST

Achieve Rehabilitation and Nursing—This facility was selected because of low occupancy
(93.1% in 2003), case mix concerns and a history of survey and complaint issues. After a
conference call with the new administrator at Achieve Rehabilitation and Nursing, the
Committee was not confident of the direction in which the facility is moving. The administrator
did not adequately answer questions regarding the financial viability of the facility and the
quality of care being provided. At the time of the conference call, a DOH survey had just been
completed; the results are not yet available.

Recommendation:

Based on the survey results, and given the absence of up-to-date financial data, the Committee
recommends that the Commission consider conversion of the facility to much needed Assisted
Living Program (ALP) beds in Sullivan County.

Andrus-on-Hudson—When reviewing the Commission criteria, Andrus-on-Hudson was
highlighted because of low occupancy and case mix (in 2003, 39.2% and .90 respectively).
Because of these factors, there are obvious financial problems. After speaking with the
Administrator, the Committee is less concerned about the financial stability (since there is a large
foundation underwriting their capital expenditures) than about the low acuity of their patients.

Recommendation:
The Committee recommends that this facility be considered for conversion to ALP beds.
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Bethel Nursing and Rehab—Based on the 2003 data initially reviewed by the Committee, both
facilities of Bethel Nursing and Rehab were considered as facilities of interest because of their
low occupancy (87.5% and 85.7%), quality of care and financial problems. The Committee met
with the new Administrator of the facilities. The Committee supports the progress made to date.
In addition to improving occupancy, the administration has made significant improvements in
patient safety and service quality. Other priorities that the management team discussed are the
need to improve staff retention and service delivery.

Recommendation:

The Committee recommends continued monitoring of progress by evaluating 2005 and 2006 data
when available from the New York State Department of Health Survey, and ICRs, before
considering decertification or conversion of beds.

Sky View Rehabilitation and Health Care Center --was identified as a facility of interest based
on the Commission’s criteria. The Committee repeatedly tried to contact the administrator of
this facility, left messages and sent a certified letter from David Sandman indicating the
Committee’s interest. To date they have not contacted the Committee.

Recommendation:
In the absence of updated information, the Committee recommends that the facility be
considered for closure or conversion.

Taylor Care Center---is operated by Westchester Medical Center. The Center operates in an
aging plant in need of upgrades. In 2003, Taylor Care’s occupancy was 79%. The Committee
notes that the case mix is different from a typical nursing home because it provides more post-
acute care than sub-acute care. The management team concurs that they need to decertify and
convert beds at this facility. 100 beds have been mothballed to date.

Recommendation:

The Committee recommends decertifying the 100 mothballed beds and converting some beds to
ALP beds. The management team has hired a consultant to study the market and make
program/rightsizing recommendations. The report is not yet available. It will be submitted to
the Commission hopefully within the next few weeks. After the Commission reviews the
consultant’s report, additional changes should be considered.

The Valley View Center for Nursing and Rehabilitation--- This facility is owned and operated
by Orange County. The facility was identified because of occupancy, financial and quality of
care problems. After speaking with the administrator, it is evident that significant steps have
been taken to right-size as the facility decertifies and converts beds. The Committee noted that
the administration is taking needed steps to reduce costs and improve revenue by expanding
services. For example, they are negotiating a separate contract with their county employees that
should significantly reduce indirect labor costs. Also, they are negotiating with Meals-on-
Wheels to move their headquarters and food service to Valley View’s campus. Additionally,
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they have been speaking with Orange County officials about centralizing services for the aging
on their campus such as the Office of the Aging. The County has already agreed to move Adult
Protective Services to this campus.

Recommendation:

The Committee supports the management team’s plan to decertify 160 beds and convert the
space to much needed ALP beds in Orange County.

Victory Lake Nursing Center -- was identified as a facility of interest based on the
Commission’s criteria. The Committee repeatedly tried to contact the administrator of this
facility, left messages and sent a certified letter from David Sandman indicating the Committee’s
interest. To date they have not contacted the Committee.

Recommendation:

In the absence of updated information, the Committee recommends that the facility be
considered for closure or conversion.
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PART 2
COMMITTEE COMMENTARY
AND POLICY RECOMMENDATIONS

Based on its review and analysis the Committee presents the following commentary and policy
recommendations in accordance with its formal charge:

ACUTE CARE

ANTITRUST CONCERNS
Comments on this topic will be forwarded in the following weeks.

CERTIFIED BEDS AND SURGE CAPACITY

The Committee finds that in addition to the day-to-day capacity analysis, discussion is also
warranted in the realm of surge capacity. New York State has invested heavily (and justifiably)
in statewide monitoring and response systems to ensure adequate access to healthcare facilities
during a terrorist attack, natural disaster, and other calamities. Because of this investment, it is
critical to look at the total number of acute care beds, the location of functional beds, and beds
that can be used for surge capacity. It is therefore recommended that the Commission review
each facility in the region and request that all unstaffed beds be decertified so that the true size of
the working system can be known. Once the system size is established, beds can be added to
individual facilities for surge capacity and these beds would need to be maintained in operating
condition (furnished, equipment operational and clean) but not staffed. Consideration should be
given to these facilities in the form of a small sum or rate to cover the cost of maintaining this
classification of beds.

COMPETITIVE ENVIRONMENT

New York State hospitals are facing well-documented economic pressures. Five significant
concerns that affect the Hudson Valley Region are:

e The loss of patient revenue as a result of the migration of patients to hospitals in
Connecticut and New Jersey. Those hospitals receive reimbursement rates 18 to 25
percent higher than New York State hospitals. They are stronger financially and
therefore have the means to make themselves attractive to New York residents who have
full benefit insurance. Nor Met estimates that some out-of-state hospitals just over the
border see one-third or more of their patients from New York State. New York State’s
Medicaid money leaving the state to Greenwich Hospital alone is $1.3 million per year.
New Jersey hospitals near the border treat some 10,000 patients per year from New York.
The Committee finds that this is a real loss for New York and its taxpayers; they are left
paying for a greater proportion of low-pay and no-pay, and also risk losing some of the

13



best nurses, physicians, and other providers — those with the greatest professional
mobility — to higher paying and more rewarding work opportunities.

e Critical expenses have increased beyond normal inflation and faster than revenue growth.
Reimbursement rates need to be commensurate with the costs. The current
reimbursement system does not adequately compensate for outpatient care. The
Medicaid rate should be brought in line with current costs and improved to provide
primary care and preventive care.

e Private enterprise providers are not subject to the same Certificate of Need (CON)
regulations to which hospitals must adhere; therefore an uneven playing field is created.
This results in the movement of insured patients from hospital-based services to centers
established by independent physician groups and private corporations.

e Insurance companies and other healthcare payers have no responsibility to participate in
the development and maintenance of the healthcare providers and systems from which
they derive their profits. The Westchester County Association’s (WCA) Taskforce on
Health Care recommends mandatory reinvestment in community health care by the
businesses in Westchester. They further propose other cost-cutting measures that would
streamline access to and payment/reimbursement for healthcare services. Their approach
would bring new money into the system without increased burden on the state/ tax payer.

e Infusion of capital for facilities’ improvement and Information Systems (IS) is required.
Sources might include: Insurance investing, Health Care Efficiency and Affordability
Law (HEAL-NY), Federal State Health Reform Partnership (F-SHRP), other state and
federal sources, and easing of private bond markets. Insurance providers need to invest a
percentage of their profits into the hospitals with whom they contract.

The Committee strongly suggests that the Commission pursues the needed reimbursement and
CON changes necessary to allow NY'S hospitals to compete on a “level playing field”, and
support the development and implementation of legislation that would mandate the WCA
proposal. In addition, some form of regional health system planning to provide stronger
mechanisms for data collection, monitoring, oversight and coordination at the regional level
needs to be considered. The health systems planning process should be open to participation and
input by a full range of stakeholders, including providers, payers, workers and consumers.

NEW YORK STATE LICENSED MENTAL HEALTH SYSTEM (Article 31)

It is important to keep in mind that the Article 28 system provides 35% of the in and out patient
services provided for by Article 31. The Committee has not made any recommendations which
would adversely affect this system in the Hudson Valley Region. However, we suggest that this
issue be carefully reviewed as changes in Article 28 facilities are made, to avoid inadvertently
having an adverse affect on the Article 31 services.
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SAFETY NET HOSPITALS

The Committee is not recommending closure of any “safety net” hospitals. While it is beyond
the Committee’s charge to recommend changes in reimbursement methodologies, it is suggesting
that the Commission carefully examine the approach to reimbursement for these vulnerable
hospitals in order to ensure that there is no further degradation of the system of “safety-net”
hospitals which is essential for care of the indigent in underserved areas. It is the view of the
Committee that a number of such critical hospitals may not survive without recognition of and
appropriate response to their situation.
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LONG-TERM CARE

COMMUNITY-BASED LONG-TERM CARE OPTIONS

As part of its review of long-term care, the Committee met with providers of community-based
services. This was extremely beneficial as the Committee addressed the increasing need for
services and the public’s preference for care in less restrictive and non-institutional settings. The
Committee reviewed the New York State Department of Health’s analysis of unmet non-
institutional community-based service needs.

The data for the Hudson Valley region have been summarized as follows:

DOH Approved Approved Approved Approved

Unmet ADHC LTHHCP ACF ALP
County Needs Slots Slots Beds Beds
Delaware 306 0 50 65 0
Dutchess 584 72 325 421 115
Orange 942 84 453 439 55
Putnam 605 27 75 0 0
Rockland 543 127 295 1,130 146
Sullivan 247 64 100 181 0
Ulster (85) 15 204 145 102
Westchester 1,107 473 2,233 1,574 40
Total HV 4,249 862 3,735 3,955 458

Based on the Committee’s review of all the available data, it is evident that there is a consumer
preference and need for additional community-based services, especially congregate care. More
affordable senior housing and assisted living program (ALP) beds are one option. Based on the
Committee’s meetings with providers and public hearing testimony, the Committee recommends
expansion of the Assisted Living Program and Enhanced Assisted Living Residences (EALR),
particularly in the rural communities. These programs are designed for persons who are eligible
to receive care in a nursing home, but who are medically stable and can therefore be served in
less intensive and expensive settings. For those facilities under consideration for downsizing or
closure, the Committee recommends that the excess bed capacity be converted to ALP beds or
EALRs.

Adult Day Health Care Programs are another alternative for congregate care in less intensive
settings. As these programs are expanded within the region, the Committee recommends
consideration of a model of care that includes transportation. This will improve the access and
delivery of services to a population that might otherwise be isolated from health care and
activity. The Long-Term Home Health Care Programs (Lombardi Programs) offer another
alternative for community-based health care. Advances in technology, especially telemedicine
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and telemonitoring, have enhanced the ability of long-term home healthcare providers to serve
more patients in rural settings. The Committee supports these advances and recommends that
these programs be allocated HEAL-NY and F-SHARP dollars to improve the access and care to
elderly, disabled and chronically-ill patients in the community.

CONCERNS ABOUT LONG-TERM CARE FOR PERSONS WITH SERIOUS AND
PERSISTENT MENTAL ILLNESS (SPMI)

The Committee is aware that many PA/PB (low acuity) patients in long-term care facilities that
would be potentially eligible for transfer to alternative settings, in addition to medical and
activities of daily living support requirements may have SPMI. This group might do well in
alternative settings such as ALPs or other congregate residential settings. However, it is critical
that mental health professionals be included in the transition and care planning for the SPMI
population, to ensure the protection and adequacy of services available to this vulnerable
population.

PoLicy SOLUTIONS

Changes in state policy must develop solutions in order to reduce the institutional and financial
barriers to community-based care for elderly, disabled and chronically-ill consumers. These
barriers include: the lack of affordable, accessible housing, which often makes nursing home
care the only option for those losing their housing; the limited number of service providers
willing to offer community-based care because of low reimbursement rates; the lack of resources
committed to high-quality discharge planning; and the lack of community-based practitioners
with offices that are fully accessible to those with mobility impairments and those who are deaf
and hearing-impaired.

Based on the Committee’s review of the long-term care market, it is clear that a carefully
coordinated approach to care delivery is essential. The establishment of the Long-Term Care
Restructuring Advisory Council and development of local Point of Entry programs are first steps.
The services provided should include an integrated approach to long-term care and development
of a continuum of care options for the elderly, disabled and chronically-ill populations. The
system should include a wide spectrum of community-based services as well as education and
training for family care-givers. As recommendations to reduce nursing home bed capacity are
implemented, it is important that options are available to the lower acuity patients now residing
in nursing homes. Continuum of care planning and service integration must include community
options such as ALPs, Adult Day Center programs and low-cost senior housing for the elderly,
disabled and chronically-ill populations.
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